This  is  a  digital  copy  of  a  book  that  was  preserved  for  generations  on  library  shelves  before  it  was  carefully  scanned  by  Google  as  part  of  a  project 
to  make  the  world's  books  discoverable  online. 

It  has  survived  long  enough  for  the  copyright  to  expire  and  the  book  to  enter  the  public  domain.  A  public  domain  book  is  one  that  was  never  subject 
to  copyright  or  whose  legal  copyright  term  has  expired.  Whether  a  book  is  in  the  public  domain  may  vary  country  to  country.  Public  domain  books 
are  our  gateways  to  the  past,  representing  a  wealth  of  history,  culture  and  knowledge  that's  often  difficult  to  discover. 

Marks,  notations  and  other  marginalia  present  in  the  original  volume  will  appear  in  this  file  -  a  reminder  of  this  book's  long  journey  from  the 
publisher  to  a  library  and  finally  to  you. 

Usage  guidelines 

Google  is  proud  to  partner  with  libraries  to  digitize  public  domain  materials  and  make  them  widely  accessible.  Public  domain  books  belong  to  the 
public  and  we  are  merely  their  custodians.  Nevertheless,  this  work  is  expensive,  so  in  order  to  keep  providing  this  resource,  we  have  taken  steps  to 
prevent  abuse  by  commercial  parties,  including  placing  technical  restrictions  on  automated  querying. 

We  also  ask  that  you: 

+  Make  non-commercial  use  of  the  files  We  designed  Google  Book  Search  for  use  by  individuals,  and  we  request  that  you  use  these  files  for 
personal,  non-commercial  purposes. 

+  Refrain  from  automated  querying  Do  not  send  automated  queries  of  any  sort  to  Google's  system:  If  you  are  conducting  research  on  machine 
translation,  optical  character  recognition  or  other  areas  where  access  to  a  large  amount  of  text  is  helpful,  please  contact  us.  We  encourage  the 
use  of  public  domain  materials  for  these  purposes  and  may  be  able  to  help. 

+  Maintain  attribution  The  Google  "watermark"  you  see  on  each  file  is  essential  for  informing  people  about  this  project  and  helping  them  find 
additional  materials  through  Google  Book  Search.  Please  do  not  remove  it. 

+  Keep  it  legal  Whatever  your  use,  remember  that  you  are  responsible  for  ensuring  that  what  you  are  doing  is  legal.  Do  not  assume  that  just 
because  we  believe  a  book  is  in  the  public  domain  for  users  in  the  United  States,  that  the  work  is  also  in  the  public  domain  for  users  in  other 
countries.  Whether  a  book  is  still  in  copyright  varies  from  country  to  country,  and  we  can't  offer  guidance  on  whether  any  specific  use  of 
any  specific  book  is  allowed.  Please  do  not  assume  that  a  book's  appearance  in  Google  Book  Search  means  it  can  be  used  in  any  manner 
anywhere  in  the  world.  Copyright  infringement  liability  can  be  quite  severe. 

About  Google  Book  Search 

Google's  mission  is  to  organize  the  world's  information  and  to  make  it  universally  accessible  and  useful.  Google  Book  Search  helps  readers 
discover  the  world's  books  while  helping  authors  and  publishers  reach  new  audiences.  You  can  search  through  the  full  text  of  this  book  on  the  web 

at  http  :  //books  .  google  .  com/| 


Digitized  by 


Google 


Digitized  by 


Google 


Digitized  by 


Google 


First  Session.  /—  -27 


OFFICIAL     REPORT 

/ 


J^e 


OK  WW.  PROCEEDINGS  OF  THK 


NATIONAL 

Iis^suRANCE  Convention 

OF  THE   UNITED    STATES, 
Hki.i>  in  the  City  of  New-York,  May  24TH  to  June  21-,  1S71. 

WITH      PREFACE    AND    APPENDIX. 


COM  TILED    BY 

HENRY    S.    OLCOTT, 

Sucre r.vHV  of  thk  C  onveniion. 


NKW-VOkiC: 
FKINTKO    FOR  THE  CONVENTION    BY  J.    H   a  M)  C  M.  (JOODS  E  I.L, 

NOS.   156  AND    158    BkoaDWAY. 

IS7I. 


Digitized  by  Cj00^4:J|;- '-g^ 


\ 


Digitized  by  VjOOQIC 


First  Session. 


OFFICIAL    REPORT 


or  THE  PROCKBOIMG8  OP  TUS 

/ 


Sc^X:,.  6/ 


NATIONAL 

Insurance  Convention 

OF  THE  UNITED  STATES, 
Hxu>  IN  THB  City  op  New-York,  May  24TH  to  June  2d,  1871. 


WITH     PREFACE    AND    APPENDIX. 


COMnLBD  BY 

HENRY    S.    OLCOTT, 

SbcRx  tary  op  tub  CONVKN-nOH. 


NEW- YORK  J 
PKIHT£X>   FOR  THE  CO*      ^NTION  BY  J.  H.  akd  C  M.  GOODSELL. 

No.>.    jCand  158  Broadway. 
1871. 


Digitized  by  VjOOQ IC 


/f/  '2.3 


THE  SPECTATOR  PRESS, 
M«.  93  and  95  Liberty  S:reet,  New  Yoik. 


Digitized  by  VjOOQ IC 


^      i        ORGANIZATION   OF  THE   CONVENTION. 


OFFICERS. 


PRESIDENT. 
GEORGE  W.  MILLER,  Sup't  of  Insurance  Dfp't,  Albany,  N.  Y. 

VICE-PRESIDENT, 

1-LEWELLYN  BREESE,  Secretaey  of  State,  Madison,  Wisconsin. 

SECRETARY, 

HENRY  S.  OLCOTT,  Counsellor  at  Law,  7  Beekman  Street,  N.  Y. 


DELEGATES. 


MAINE. 
Albert  W.  Paine Insurance  Commissioner Bangor. 

NEW  HAMPSHIRE. 
Olives.  Pillsbury Insurance  Commissioner Concord. 

RHODE  ISLAND. 
Joel  M.  Spencer Insurance  Commissioner Providence. 

CONNECTICUT. 
Benjamin  Noyes Commissioner  of  Insurance New-Haven. 

NEW-YORK. 
Gbokge  W.  Miller SupH  of  Insurance  Department..  Albany. 

NEW  JERSEY. 
Henry  C.  Kelsey Secretary  of  State Trenton. 


Digitized  by  VjOOQ IC 


PENNSYLVANIA. 
]:  F.-  ul^i^^r^L!^:  \  Audita Gen.r.1.... Harrisburgh. 

MARYLAND. 
Levin  Woolford,  and       t  ^^     ^  n^    r  *v    t  a  i- 

C.  A.  Wailes,  proxy J  ComptroUer  of  the  Treasury Annapolis. 

INDIANA. 
W.  W.  Caldwell Deputy  Auditor Indianapolis* 

ILLINOIS. 
GnoKGE  M^B«KKERHOPK  )  ^"^ij^t^^f  ^sute^^ffi^P;!  °5|  Springfield. 
W.  E.  Harvey,  proxy...  )  Actuary  of  the  Insurance  Dep't  <  |I^i^^*^*m* 

KENTUCKY. 
GusTAVUS  W.  Smith Insurance  Commissioner Frankfort 

TENNESSEE. 
T.  A.  Atchison By  special  Executive  appointm't . .  Nashville. 

MISSOURL 
C  E.  King Deputy  Sup*t  of  the  Insur.  Dep't.St  Louis. 

WISCONSIN. 
Llewellyn  Brebsb Secretary  of  State Madison. 

MICHIGAN. 
Samuel  H.  Row Commissioner  of  Insurance Lansing. 

NEBRASKA. 

Augustus  F.  Harvey —  >  Actuary  of  the  Missouri  Depart- (  212  N.  3d  St. 

proxy  for  >     ment. J  St. Louis,  Mo. 

J.  Gillespie y Auditor  of  State Lincoln,Neb 

MINNESOTA. 
A.  R.  McGiLL Governor's  Private  Secretary St.  PauL 

KANSAS. 
W.  C  Webb Superintendent  of  Insurance Topeka. 

CALIFORNIA. 

9'J^l?t',^^    ^""^    hnsurance  Commissioner U'^^"^^'- 

G.W.MoWB 5  {  San  Franasco. 


Office  of  the  Convention,  Nos.  156  and  158  Broadway,  New- York, 

WHBRB  ALL  COMMUNICATIONS  SHOULD  BE  ADDUtSSBD. 


Digitized  by 


Google      I    I 


HISTORICAL  PREFACK 


Ths  convocation  of  those  officials  who  are  sererallj  charged  by  law 
in  twenty  states  with  the  supervision  of  insurance  affairs,  so  clearly 
marks  an  epoch  in  the  history  of  this  great  commercial  interest,  and  the 
mcdon  of  the  convention  promises  to  exercise  so  controlling  an  influence 
over  its  fortunes,  that  the  occasion  seems  a  proper  one  to  take  a  brief 
retrospective  view,  and  present  to  the  general  reader  such  facts  as  will 
contribute  towards  the  formation  of  a  proper  judgment  of  the  gravity 
of  the  subject.    The  compiler  hesitated  to  undertake  the  task  to  which 
he  now  applies  himself,  because  the  very  brief  time  which  he  could 
command,  between  the  adjournment  of  the  convention  and  the  publi- 
cation of  this  volume,  made  it  almost  a  matter  of  impossibility,  even 
for  one  far  better  informed  than  himself  upon   the  history  of  insur- 
ance,  to  do  justice  to  the  theme.     He  hardly  dared  to  hope  that  he 
could  give  to  his  readers  anything  like  a  clear   idea  of  the  rise  and 
-development  of  the  insurance  idea,  the  abuses  which  have  attached  to  it 
and  impeded  its  progress — as  barnacles  decrease  the   speed  of  a  ship  — 
and  the  condition  of  affairs  which  influenced  the  statesman-like  mind  of 
Superintendent  Miller  to  conceive  the  idea  of  calling  a  national  conven- 
tion with  the  view  of  attempting  the  removal  of  the  disabilities  which 
retaliatory  state  legislation  and  irregular,  capricious  official  regulations 
liad  imposed  on  insurance  companies.     But,  as  it  is  always  better  to  trv 
to  do  something,  even  at  the  risk  of  failure,  than  not  to  try  at  all,  he 
submits  the  following  imperfect  historical  sketch  to  the  delegates.     He 
asks  them  to  pardon  its  meagreness,  and  continue  that  magnanimous 
leniency  of  judgment  upon  his  action  as  secretary,  of  which  he  received 
-so  many  and  such  g^ratifying  proofs  during  the  late  session  of  the  con- 
vention.   It  is  proper,  at  the  same  time,  that  he  should  say  that  he  alone 
IS  individually  responsible  for  any  opinions  or  deductions  which  may  be 
expressed  in  this  portion  of  the  work,  and  that  he  does  not  claim  to  have 
said  anything  which  may  not  have  been  already  said,  and  better  ex- 
pressed by  writers  on  insurance. 

The  simplest  definition  of  the  insurance  idea  is  given  in  the  motto 
vrhtch  Mr.  Superintendent  Barnes  adopted  for  the  seal  of  the  New  York 
insurance  department :  "  Alter  AlUrius  Onera  Portate  " — (bear  ye  one 
smother's  burdens).  It  is  a  common  agreement  between  many  different 
•persons,  that,  upon  each  paying  a  fixed  sum  into  a  common  fund,  the 
proceeds  shall  be  ased,  as  required,  to  repair  any  loss  which  may  befall 
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any  dne  of  the  contributors.  This  is  the  idea  in  general.  Applied  to 
the  insurance  of  life,  it  means  that  the  payment  of  a  fixed  sum,  at  a  speci- 
fied age,  entitles  the  heirs  of  the  payer  to  receive,  at  his  death,  the  aggre- 
gate of  ftll  sums  paid  by  him  during  life,  together  with  the  interest  which 
has  been  earned  by  them  by  their  judicious  investment  and  re-invest- 
ment, after  deducting  what  it  has  co6t  to  attend  to  the  business.  The  aver- 
age mortality  of  the  human  race  under  normal  conditions  has  been  found 
to  be  so  unchanging  and  unchangeable,  and  the  earnings  of  capital  in 
various  countries  appear  to  be  so  regular,  that  it  should  not  be  an  insur- 
mountable difficulty  to  compute  the  sum  which  it  is  fair  to  exact  of  the 
insuree  of  life  or  property,  as  a  fair  equivalent  for  the  protection  given 
him  by  his  co-subscribers  or  rather  co-partners.  Whatever  confusion 
has  arisen  in  this  respect  may  not  unfairly  be  attributed  to  these  causes  : 
I.  Incomplete  observation  of  natural  law;  2.  Imperfect  understanding 
of  collated  facts;  3.  Prejudice  and  self-sufficiency;  4.  Want  of  recipro- 
cal good  feeling,  and  the  withholding  of  mutual  courtesy. 

The  laws  of  human  existence  are  of  divine  origin,  illustrative  of 
Divine  wisdom,  and  as  fixed  and  immutable  as  the  Deity  himself.  Of 
a  given  number  of  human  beings,  subject  to  the  same  climatic,  political, 
social,  material,  and  hereditary  conditions,  a  certain  number  will  die 
each  year,  be  married  each  year,  or  be  born  each  year ;  and  if  we  have 
not  yet  ascertained  the  exact  ratio  of  each  of  these,  there  is  nothing  ta 
prevent  our  doing  so,  if  we  simply  expend  the  necessary  time  and  trou- 
ble. It  is  only  within  the  past  few  years — not  yet  a  score,  that  the  re- 
searches of  Bowditch,  and  co-operative  observations  of  mariners,  on  every 
sea  and  in  every  season,  under  the  central  guidance  of  Commander  Maury, 
U.S.N.,  enabled  us  to  define  the  laws  of  oceanic  currents  and  ocean  storms ; 
and  only,  comparatively,  a  few  weeks  since  General  Myers,  U.S.  A.,  by  the 
aid  of  the  electro-magnetic  telegraph  and  his  corps  of  isolated  observers, 
has  made  it  possible  for  us  to  read  each  morning  in  our  newspaper^ 
what  the  weather  of  the  coming  twenty-four  hours  will  be.  And  yet, 
the  law  of  oceanic  currents  and  tlie  law  of  storms  are  no  different  from 
what  they  have  always  been,  or  always  will  be.  Little  by  little,  keeping 
pace  with  the  march  of  intelligence,  our  observations  and  comprehen- 
sion of  natural  law  become  more  and  more  exact;  and  as  to  that  branch 
of  human  interest  which  forms  the  subject  of  this  Preface,  and  of  the 
pages  that  follow  it,  the  best  informed  underwriters  have  expressed  the 
opinion  that  the  meeting  of  this  convention  will  probably  do  more  to* 
wards  arriving  at  a  correct  understanding  of  the  fundamental  natural 
laws  of  the  insurance  plan,  than  anything  which  has  preceded  it.  It  is  not 
so  much  because  the  Appendix  to  this  volume  contains  a  greater  collection 
of  remarkable  insurance  papers  than  were  probably  ever  included  ia 
any  one  book  before ;  nor  because  the  verbatim  reports  of  the  nine  days 
of  debate  bristle  with  actuarial  wisdom,  that  these  observers  express  such 
an  opinion ;  but  because  twenty  sovereign  states,  of  a  country  whose 
opinion  and  example  now  carry  immense  weight  in  the  family  of  nations, 
have  sent  their  delegates  to  meet  together,  to  inquire  what  abuses  exist, 
see  what  mutual  concessions  should  be  made,  attempt  to  clear  away  the- 
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rubbish  that  has  overlaid  the  business  of  insurance,  and  if  possible  agree 
upon  a  plan  for  inteivstate  comity  of  legislation.  The  immediate  results  of 
this  grand  experiment  will  be  found  in  the  official  report  of  the  proceedings, 
and  more  will  be  seen  at  the  adjourned  session  in  October ;  but  the  ultimate 
effect  upon  the  interest  of  insurance  cannot  be  foreseen  by  the  shrewdest 
observer,  not  even  by  the  man  to  whom  the  credit  of  the  convocation  is 
due.  As  has  been  said  of  the  Pilgrim  Fathers,  he  builded  better  than 
he  knew,  and  long  after  he  has  been  carried  to  the  last  resting  place  of 
man,  the  influence  of  his  work  will  remain.  The  amount  at  stake  by 
insurers  on  life  and  property  in  this  country  at  the  present  time,  is  esti- 
mated by  competent  judges  at  about  twelve  thousand  million  dollars, — a 
sum  so  vast  as  to  stagger  one !  What  will  it  be  at  the  end  of  a  decade, 
or  a  generation ;  and  what  shall  be  the  relation  of  the  state  towards  an 
interest  so  beneficent,  if  rightly  administered,  so  remorseless  and  disin- 
tegrating, if  misdirected  ?  These  are  questions  for  the  statesman  and  the 
political  economist;  but  the  method  of  their  solution  in  this  country 
depends,  in  great  measure,  upon  the  action  of  this  convention.  They 
are  merely  hinted  at,  in  this  connection,  because  it  seemed  proper  that 
the  attention  of  the  delegates  should  be  attracted  to  and  concentrated 
npon  them  during  the  recess. 

Marink  Insitrakcb. 
The  principles  of  insurance  appear  to  have  been  first  applied  to  marine 
risks.  Superintendent  Barnes,  in  his  report  for  the  year  ending  Decem- 
ber 31,  1864,  leans  to  the  opinion  that  its  earliest  existence  and  practice 
is  to  be  traced  to  the  opulent  city  of  Bruges ;  and  he  quotes  from  the 
Chronicle  of  Flanders,  (A.D.  621,  to  1725)  a  statement  that  the  Count 
of  Flanders  permitted  the  establishment,  in  13 10,  of  a  "Chamber  of 
Insurance,  by  which  the  merchants  ¥rere  enabled  to  insure  their  mer- 
chandize exposed  to  the  risks  of  the  sea  or  other  hazards,  for  the  con- 
sideration of  a  few  pence  per  ceift,"  at  the  same  time  instituting  certain 
laws  and  forms  for  the  government  of  both  insurers  and  insured. 

Contracts  to  cover  marine  risks  were  made  in  certain  Italian  ports  as 
far  back  as  the  year  1350;  to  Barcelona,  in  Spain,  however,  belongs  the 
credit  of  having  endeavored,  in  the  year  1435,  to  methodize  and 
regulate  by  law,  the  practice  of  insurance. 

Marine  insurance  is  known  to  have  been  practiced  in  various  Euro- 
pean countries  in  the  sixteenth  century,  and  in  the  year  1601  "  An  acte 
conceminge  matters  of  assurances  amongste  merchantes "  was  passed 
by  the  parliament  in  England,  from  which  it  appears  that  rates  of 
premium  were  charged  and  9i  policy  issued,  **by  means  of  which  policie 
it  cometh  to  passe,  upon  the  losse  or  perishinge  of  any  shippe,  there 
followeth  not  the  undoinge  of  any  man,  but  the  losse  lightethe  rather 
easilie  upon  many  than  heavilie  upon  fewe" — and  here  we  have  the 
true  object  of  insurance  correctly  stated. 

The  first  attempt  to  form  a  company  for  insurance  purposes  in  Hol- 
land was  made  in  the  year  1629,  at  the  suggestion  and  under  the 
protection  of  the  government.    But  as  insurance  was  to  be  made  corn- 
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pnleory,  and  was  trammeled  by  many  vexatious  restrictions  with  severe 
penalties  attached,  the  plan  was  rejected  by  the  merchants  and  the 
attempt  for  the  time  abandoned.  In  1693  marine  insurance  was  not 
uncommon  in  London,  but  practiced  entirely  by  one  or  more  parties 
who  called  themselves  **  underwriters,"  from  whom  it  appears  to  have 
been  very  difficult  to  obtain  a  settlement  in  case  of  loss.  In  1720  the 
subject  engaged  the  attention  of  parliament  in  consequence  of  the  abuses 
of  the  system  and  the  public  mischief  which  accrued  from  its  practice  by 
irresponsible  parties. 

Adam  Smith,  in  arguing  that  a  large  capital  is  necessary  to  afford  the 
requisite  security  to  insurers,  states  that  previous  to  the  establishment 
of  joint-stock  companies  for  insurance  in  London,  *'  a  list  was  laid 
before  the  attorney-general  of  one  hundred  and  fifty  private  insurers 
who  had  failed  in  the  course  of  a  few  years.** 

It  is,  of  course,  to  be  supposed,  that  under  such  practice  the  rates 
charged  were  quite  arbitrary,  and  regulated  more  by  the  competition  of 
the  underwriter  than  any  real  knowledge  of  the  risk  to  be  insured. 
Insurances  thus  made  by  private  parties  partook  more  of  the  nature  of  a 
wager  than  a  mercantile  transaction,  and,  of  course,  loss  to  the  insured 
occurred  in  the  majority  of  cases,  as  well  as  endless  disputes  and  litiga- 
tions. To  such  an  extent,  indeed,  was  this  the  case,  that  a  new  set  of 
speculators  sprung  up  whose  business  it  was  to  "  insure  ike  assurers  !  " 
In  fact,  the  whole  system  was  nothing  more  or  less  than  gambling,  and, 
of  course,  utterly  failed  to  efiect  the  purposes  intended,  or  to  supply  the 
wants  of  the  increasing  commerce  of  the  world. 

As  the  latter  expanded,  a  more  secure  system  of  insurance  was 
felt  to  be  a  necessity.  Companies  were  then  projected,  the  first  of  which 
were  formed  in  England  in  1716.  These  were  sanctioned  by  royal  char- 
ter, the  charters  being  obtained  by  means  not  very  creditable  to  the 
crown  or  government — in  fact  by  direct  bribery — and  granted  in 
opposition  to  the  advice  of  the  attorney-general,  in  consideration  of 
large  sums  of  money  paid  by  the  projectors  of  the  companies  to  supply 
a  deficiency  in  the  civil  list ;  besides,  the  opposition  to  these  institutions 
was  so  great  in  certain  quarters,  principally  by  the  private  insurers,  as 
to  be  finally  overcome  by  the  potent  agency  of  money.  And  in  this  way 
were  marine  insurance  companies  first  established  in  ^gland. 

In  1720,  the  first  parliamentary  committee  was  organized  to  inquire 
into  the  whole  subject  of  insurance  and  investigate  the  existing  abuses 
in  marine  underwriting.  During  the  same  year  the  ^^  Royal  Exchange 
Assurance,  for  insuring  Skips  and  Goods  at  Sea  or  going  to  Sea,  and 
Lending  money  upon  Bottomry"  and  **the  corporation  of  the  London 
Assurance  of  Houses  and  Goods  from  Fire,"  were  incorporated  by  act  of 
parliament,  upon  payment  into  the  exchequer  of  the  then  enormous  sum 
of  £300,000  each,  in  exchange  for  a  monopoly  of  privileges,  which  they 
actually  enjoyed  until  1824. 

Stimulated  by  the  immunities  conferred  upon  them  by  the  extension  of 
the  system  of  marine  insurances  in  their  various  countries,  the  nierchants 
of  each  of  the  maritime  nations  of  the  world  have  in  turn  competed  for  the 
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rich  rewards  of  foreign  adventure ;  and  state  after  state,  as  it  grew  in  wealth 
and  consequence,  has  swept  with  its  conquering  fleets  over  distant  seas. 
Before  the  discovery  of  the  mariner's  compass,  the  perils  of  navigation 
entailed  heavy  and  uncertain  loss  upon  the  shipping  merchants ;  but, 
despite  all,  the  prizes  of  foreign  commerce  were  so  temptingly  large,  that 
there  were  never  lacking  bold  spirits  to  equip  or  man  trading  vessels  for 
voyages  to  remote  localities.  Compared  with  the  courage  of  these 
adventurers,  how  insignificant  do  our  present  mercantile  achievements 
appear,  when  every  ship  carries  an  accurate  chart  of  every  square  mile 
of  ocean  surface,  the  direction  of  nearly  every  sub-oceanic  current,  the 
topogp-aphy  (in  certain  parts)  of  almost  every  mile  of  ocean  bottom,  and 
even  a  map  of  the  probable  direction  and  force  of  every  breath  of  wind 
that  will  be  likely  to  fill  iU  sails  I 

Think  of  Columbus,  venturing  in  his  miserable  shallop  out  on  an  un- 
known waste  of  waters,  beyond  which  no  eye  but  that  of  his  majestic 
soul  could  see  land,  and  then  of  the  boldest  and  bravest  navigator  of  this 
ag^,  and  how  pitiful  appear  this  one's  expeditions  by  comparison  with 
that  of  the  great  explorer  I 

Think  of  Sebastian  Cabot,  of  Pizarro,  Vespucius,  and  the  hardy 
Norsemen,  and  other  adventurous  spirits  of  olden  times,  facing  perils 
imaginary  of  the  sea,  tenfold  more  appalling  than  the  dangers  real ;  and 
then  of  modern  sea-going,  when  Dr.  Carpenter  and  Sir  John  Herschel 
will  measure  for  us  the  very  quantity  of  water  evaporated  in  the  Medi- 
terranean and  at  the  Equator,  and  show  us  how  all  the  oceanic  tides  are 
caused  to  set,  hither  or  thither  I 

Perhaps  the  most  forcible  way  to  illustrate  the  effect  of  the  progress 
-of  modem  nautical  science  upon  marine  risks,  will  be  to  present,  in 
tabular  form,  a  comparative  view  of  the  rates  of  insurance  which  were 
paid  at  the  beginning  of  the  present  century,  with  those  now  charged  by 
our  great  underwriting  companies.  The  memoranda  have  been 
obtained  from  the  Atlantic  Mutual  insurance  company,  of  this  city. 

Ratks  of  Marink  Premiums  for  thb  iKsaRAMcs  of  Merchandize 

BETWEEN  THE  FOLLOWING  PORTS  : 
From  To 

Philadelphia      Barbadoes, 
India, 
Chili, 
Cadiz, 
London, 
Amsterdam, 
Canton  (China), 
Boston, 
Charleston, 
New  York, 

The  rates  prior  to  1800  may  be  the  subject  of  correction  in  some 
particulars,  upon  consulting  authorities,  but  they  are  believed  to  be 
-substantially  correct  The  following  additional  facts  will  also  be  read 
with  interest  On  April  26th,  1799,  an  insurance  was  effected  on  25,000 
pounds  of  coffee,  on  the  sloop  Nancy,  from  Hispaniola  to  St  Thomas,  at 
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the  rate  of  25  per  cent;  September  3d,  1800,  insurance  to  the  amount  of 
$7,500  was  taken  on  the  ship  Helen,  from  Point  Petre  to  Guadaloupe, 
at  17^  per  cent;  November  28th,  1800,  the  insurance  on  the  schooner 
Amelia,  from  Norfolk  to  New  York,  was  3  per  cent  on  cargo,  and  18  per 
cent  on  freight;  May  i8th,  1799,  insurance  to  the  amount  of  $20,000  was 
taken  on  the  ship  Flora,  from  Carthagena  to  New  York,  at  10  per  oent ; 
in  August,  1800,  the  freight  of  the  sloop  Hannah,  from  Philadelphia  to 
Onoa  and  Golfo  Duele,  thence  to  Philadelphia,  was  insured  in  the  sum 
of  $2,000,  at  22^  per  cent;  and  in  November,  1801,  the  rates  of  the  ship 
Eliza,  from  Jamaica  to  New  York,  was  6  per  cent. 

To  ascertain  what  disabilities,  if  any,  the  legislation  of  any  of  our 
states  had  imposed  upon  marine  companies,  the  compiler  made  personal 
inquiries  of  the  officers  of  several  of  the  large  corporations,  and  from 
the  highly  esteemed  president  of  the  Atlantic  Mutual  company  he  hafr 
received  the  following  communication : 

New  York,  5^im,  1871. 
Henry  S.  Olcott,  Esq. 

Dear  Sir  :  There  is  opportunity  for  only  a  very  hurried  and  imper- 
fect reference  to  your  enquiry  of  to-day. 

In  all  treatment  of  the  subject  of  marine  insurance,  it  is  necessary  to 
recognise  the  truth,  that  it  pertains  to  the  whole  world  of  commerce  and 
to  no  locality— that  it  must  be  in  harmony  with  and  under  the  control  of 
the  general  commercial  law  of  all  commercial  nations,  and  as  free  as 
possible  from  mere  local  prejudices  or  regulation — and  that  the  active 
competition  of  the  underwriters  of  Germany,  England,  France  and 
America,  and  the  ease  with  which  any  sea  risk  can  be  taken  by  either  in 
preference  to  another,  eive  practical  force  to  these  characteristics.  Any 
marine  underwriter,  laboring  under  obstruction  or  embarrassment  from 
local  intervention,  carries  a  burden  from  which  his  competitors  abroad 
are  free,  and  of  course,  is  crippled  or  weakened  in  the  competition.  It 
behooves  every  commercial  state  to  avoid  this  mistake,  not  only  because 
the  error  strongly  tends  to  repel  from  the  state  all  the  capital  and  influence 
incident  to  this  important  department  of  commerce*  but  also  because  its 
tendency  is  to  deprive  the  merchants  of  the  state  of  the  freedom  of  action 
requisite  to  secure  to  them  the  conduct  of  the  business.  In  other  words, 
the  control  of  commercial  insurance,  as  of  all  other  branches  of  com- 
merce, will  centre  in  England,  or  Germany,  or  France,  or  the  United 
States  very  much  in  proportion  to  the  freedom  with  which  the  merchants 
and  underwriters  in  either  of  those  countries  can  exercise  the  best  skill 
and  judgment  in  adapting  the  business  to  the  general  requirements  of 
the  commercial  world. 

It  follows  that  local  regulation  of  this  subject  should  be  as  sparing 
and  cautious  as  possible,  especially  in  view  of  the  fact  that  the  insured 
are  merchants,  capable  and  intelligent,  and  possessing  a  wide  field  of 
choice  as  to  their  underwriters. 

As  between  the  states,  it  is  still  more  essential  that  there  should  be  no 
vain  efforts  at  localization. 

No  underwriter  should  be  expected  to  report  to  more  than  one  superin- 
tendent— that  of  the  home  jurisdiction,  where  knowledge  would  be  more 
accessible  and  examination  more  reliable.  There  should  be  a  comity  be- 
tween the  states,  by  which  the  certificate  of  each  state  should  suffice  for 
all  the  others  with  regard  to  the  status  of  its  corporations. 

There  should  be  no  taxation  beyond  the  jurisdiction  containing  the 
real  home  office.  T5*?re  should  be  no  indirect  stretch  of  power  to  reach 
foreign  corporations  for  purposes  of  taxation,  or  local  regulation  by 
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fictions  as  to  urgency,  or  attempts  to  punish  or  prevent  a  merchant  in 
anj  locality  who  desires  to  select  his  own  underwriter,  there  or  else- 
where. 

I  have  thus  frankly  possessed  you  of  my  views  which  I  have  not  had 
the  time  to  revise  or  carefully  shape.  The  ruling  idea  contained  in  them, 
as  you  will  see,  is  that  the  utmost  possible  freedom  is  essential  to  the 
prosperity  of  marine  insurance,  and  that  governmental  intervention 
should  not  be  exercised  unduly,  nor  in  numerous  or  various  local  juris- 
dictions. 

I  am  respectfully,  your  obedient  servant, 

J.  D.  Jones,  President^  J^c. 

The  Tiews  expressed  by  the  representative  of  this  great  underwriting 
company,  should  command  the  respectful  attention  of  the  delegates,  as 
whatever  he  says  does  that  of  the  New  York  commercial  world.  It 
appears  to  be  plain  common-sense  that  marine  insurance  must  follow 
commerce  on  the  ocean,  untrammelled  by  local  regulations,  and  should 
be  free  to  roam  the  world  as  commerce  leads  the  way — subject  only  to 
the  restraint  of  international  law,  as  understood  and  practised  by  civil- 
ized nations.  Without  this  freedom,  it  cannot  prosper,  and  it  must 
disappear  from  that  locality  or  community  which  denies  it  this  freedom. 

Fire  Insurance. 

A  Tery  Interesting  notice  of  the  origin  of  fire  insurance  is  to  be  found 
in  Mr.  Lewis  Pocock*s  historical  view  of  the  origin  and  progress  of 
insurance,  from  which  many  of  the  following  facts  have  been  deduced. 

In  1609,  an  ingenious  person  presented  to  Count  Anthony  Gunther 
Von  Oldenburg,  a  scheme  for  the  lords  of  estates  insuring  the  houses  of 
their  subjects  against  fire,  by  proposing  to  them  that  they  should  cither 
singly  or  united,  set  a  value  upon  their  houses,  and  for  every  one  hun- 
dred dollars  of  valuation,  pay  him  one  dollar  yearly.  For  this  the 
landlord  was  to  engage  that,  in  case,  by  the  will  of  God,  their  houses 
should  be  consumed  by  fire,  caused  otherwise  than  by  the  misfortunes  of 
war,  he  would  take  the  loss  upon  himself,  and  pay  to  the  sufferers  as 
much  money  as  might  be  sufficient  to  rebuild  thejr  dwelling.  The 
author  of  this  design  expresses  his  confidence  that,  although  the  losses 
might  at  first  fall  heavily,  a  considerable  sum  might  be  thus  gradually 
raised  from  year  to  year ;  and  that,  if  a  calculation  were  to  be  made  of 
the  number  of  houses  destroyed  by  fire  within  a  certain  space,  the  loss 
would  not  nearly  amount  to  the  money  accumulated  in  that  time.  It 
was,  however,  recommended  that  not  all  the  houses  in  every  town 
should  be  included,  as  their  value  might  prove  too  considerable,  but 
that  only  some  certain  dwellings  should  be  received  into  the  association. 
In  this  proposal,  it  will  be  perceived,  are  the  essential  elements  of  all 
insurances ;  average  ,of  loss  and  a  fund  provided  for  repayment  by  accu- 
mulation.  Count  Oldenburg  did  not  adopt  this  design,  but  he 
considered  that  a  company  of  common  individuals  might  be  formed  to 
insure  each  other's  houses,  and  pay  the  losses  sustained  by  fire;  and  the 
first  fire  insurance  association  established  in  England  was  really  con- 
structed 'upon  the  mutual  principle.  On  October  15,  x68i.  it  was 
declared  by  an  act  of  the  corporation  of  London,  that  an  insurance  fund 
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should  be  formed  under  the  direction  of  a  committee,  to  meet  at 
Guildhall  every  day,  from  three  to  six  o'clock,  for  perfecting  *'  the  same 
undertaking  to  the  good  satisfaction  of  all  persons,  both  citizens  and 
others,  that  have  or  shall  have  any  interest  in  any  building  there."  On 
the  loth  of  the  ensuing  November,  it  was  agreed  at  a  Court  of  Common 
Council,  **  that  books  should  be  prepared,  by  the  xst  of  December, 
following,  and  lodged  in  the  Chamber  of  London,  for  receiving  and 
entering  subscriptions;  and  that  land  and  ground  rent,  to  the  value  of 
£100,000,  should  be  forthwith  settled  as  a  fund  to  insure  such  houses  as 
should  be  subscribed  for.  Also,  that  thereafter,  as  subscriptions  should 
be  made,  a  further  additional  fund,  by  the  premiums  which  should  be 
received,  should  be  made.  The  premium  for  insuring  brick  houses  to 
be  £4  per  cent,  and  for  timber  houses  £8  per  cent."  **But  this,"  adds 
the  Rev.  John  Strype,  who  was  contemporaneous  with  the  design, 
***  would  not  take ;  perhaps  because  the  credit  of  the  city  at  this  time  was 
but  low."  The  project  for  a  mutual  fire  insurance  company  was,  there- 
fore, not  carried  into  effect  in  London  until  the  year  1696,  when  an 
association  was  formed,  which  afterwards  received  the  singularly 
appreciative  title  of  the  "  Hand  in  Hand,"  in  which,  by  the  28th  of  June, 
17 18,  were  insured  so  many  as  3,666  houses.  This  company  is  still  in 
existence  and  doing  a  good  business. 

There  is  a  rate  of  human  mortality,  determinable  within  very 
narrow  limits,  and  it  is  therefore  possible  to  devise  a  safe  plan 
of  life  insurance  by  the  observation  and  arrangement  of  its  mani- 
festations. With  th\  aid  of  modern  scientific  research  and  disco- 
very, the  risks  upon  marine  ventures  may  also  be  very  correctly 
estimated.  But,  as  regards  the  occurrence  of  fires,  it  would  hardly  be 
safe  to  assume  that  we  have  as  yet  reached  more  than  an  approximation 
to  such  a  definite  understanding  of  the  statistics  of  these  casualties,  as 
to  make  fire  underwriters  feel  entirely  secure  against  sudden  calamities 
of  a  very  grave  nature.  The  prosperity  of  a  fire  insurance  company 
depends  upon  i.  Such  an  investment  of  its  assets  as  will  always 
make  them  readily  realizable  in  cash;  2.  The  distribution  of  its  risks 
over  a  wide  extent  of  territory ;  3.  The  acceptance  of  only  good  risks — 
property  not  very  likely  to  be  burnt  under  ordinary  precautions ;  4.  The 
availability  of  the  best  methods  for  rapidly  extinguishing  fires.  The 
implacable  prosecution  and  punishment  of  those  guilty  of  the  crime  of 
arson,  is  also  «  necessity  for  the  security  of  all  fire  insurance  compa- 
nies, as  a  similar  attitude  towards  those  who  wilfully  wreck  their  ships 
is  for  that  of  marine  companies.  In  both  marine  and  fire  risks  there  is 
such  a  thing  as  the  *^  law  of  average;"  that  is  to  say,  a  mathematical 
doctrine  of  chance,  by  the  observation  and  application  of  which  the 
underwriter  feels  safe  in  assuming  that  what  has  happened  may,  and 
most  likely  will  happen,  under  similar  circumstances.  The  author  of 
the  ^*  Insurance  Guide  and  Hand  Book,"  quotes  a  statement  of  Mr.  J.  H. 
James,  to  the  effect  that  according  to  the  fire  records  kept  in  London,  it 
is  found  that  **•  they  have  departed  but  very  slightly  from  (he  result 
estimated  by  the  theory  of  probabilities."    Mr.  Elizur  Wright  says  that 
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the  prosperttj  of  all  fire  insurance  companies  depends  very  much  on  a 
knowUdg^  of  what  is  this  av€rag9  value  of  tkt  ri$k  of  each  species  or 
class  of  property,  and  that  this  can  onljr  be  approximated  by  the  widest 
and  most  careful  statistical  inquiry.  Probably  Mr.  Wright,  himself, 
who  was  present  at  the  insurance  convention,  as  will  appear  on  reading 
this  volume,  will  admit  that  the  effect  of  the  meeting  of  such  a  body  of 
men  as  these  delegates,  clothed  with  such  power,  and  possessed  of  so 
much  intelligence,  will  exert  a  marked  influence  toward  the  attainment 
of  this  very  result  and  a  **  new  departure  "  in  fire  insurance  take  date 
from  May  24th,  1871. 

From  the  best  information  at  present  in  the  compiler's  hands,  it  ap- 
pears thatthe  first  fire  insurance  company  in  this  country  was  on  the  mu- 
tual plan,  and  known  as  the  **  Philadelphia  Coutributiomhipfor  the  im- 
suranceof  houses  from  louhy  fire^^  which  was  organized  April  13th,  1753, 
with  Benjamin  Franklin  as  one  of  the  first  signers,  under  what  was 
known  as  a  deed  of  settlement.  The  company  was,  however,  incorpo- 
rated in  1768,  by  the  colonial  authorities  of  the  then  colony  of  Pennsyl- 
vania, and  it  is  still  in  prosperous  business — an  instance  of  corporate 
longevity  very  remarkable  in  this  country  of  changes  and  commercial 
disasters.  Although  originally  a  purely  mutual  company,  and  still 
nominally  such,  the  directors,  as  early  as  1763,  modified  this  feature,  by 
withholding  all  dividends  and  accumulating  all  the  profits  of  the  busi- 
ness as  a  surplus  fund  to  meet  extraordinary  contingencies.  After  the 
lapse  of  eighty-nine  years,  this  fund  had  growh  to  the  sum  of  about 
seven  hundred  thousand  dollars.  Mr.  Barnes  says  that  originally  this 
company  issued  policies  for  seven  years,  the  cost  of  the  insurance  being 
met  by  the  interest  received  on  a  deposit  made  by  each  policyholder  with 
the  company.  The  seven  year  plan  was  subsequently  so  modified 
as  to  make  the  policies  and  deposit  perpetual,  with  liberty  to  either  party 
to  terminate  the  same  on  certatn  conditions. 

The  first  fire  company  formed  in  the  state  of  New  York,  was  in  1787. 
A  document  printed  in  this  city  in  that  year  and  containing  its  original 
''deed  of  settlement,**  or  charter,  was  exhibited  during  the  recent  session 
of  our  insurance  convention.  The  name  and  the  form  of  this  deed  of  set- 
tlement were  derived  from  the  mother  country,  where  the  same  term  is 
still  used  to  describe  the  instrument  known  to  us  as  the  "charter**  of  a 
company.  The  name  of  this  pioneer  organisation  was  *'  The  Mutual 
Assurance  Company,  of  the  city  of  New  York,**  but  in  1846,  after  an 
existence  of  fifty-nine  years,  it  was  re-organized  with  a  capital  of 
$280,000,  under  the  name  of  the  Knickerbocker  Fire  Insurance  Com- 
pany of  New  York.  There  was  organized,  at  a  date  but  little  later  than 
1787,  a  company  named  the  Washington,  also  a  mutual  company,  which 
continued  its  business  until,  with  nearly  all  other  of  the  companies  then 
having  their  location  in  the  city  of  New  York,  the  fire  of  Dec.  i6th, 
1835,  in  a  single  night,  burned  up  all  and  more  than  all  of  its  capital. 

It  seems  that  the  principle  of  mutuality  was  the  only  one  thought  of 
in  the  incipiency  of  the  business  of  insurance.  This  probably  grew  out 
of  the  consciousness  of  mutual  dependence,  and  the  absence  of  the 
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needed  capital  for  investment  in  such  institutions  as  fire  insurance  com« 
panies.  The  same  principle  is  still  practiced  in  many  portions  of  the 
country,  not  only  in  the  newer  and  less  wealthy  sections,  but  as  well, 
and  perhaps  more  successfully,  in  places  which  are  not  only  among  the 
^rst  settled,   but  among  the  most  wealthy  in  the   country. 

These  mutual  companies  are  not  in  the  habit  of  accumulating  re- 
serve funds  of  sufficient  magnitude  to  justify  the  confidence  sometimes 
placed  in  them,  and  are,  therefore,  adapted  only,  and  not  always 
amply  even  then,  to  districts  sparsely  settled,  and  to  the  insurance  of 
property  which  is  so  isolated  as  to  be  unexposed  by  the  neighborhood 
of  other  buildings.  The  plan  of  mutuality,  however,  presents  attrac- 
tions, as  is  evidenced  by  the  general  abandonment  of  the  stock  for 
the  mutual  principle  in  marine  insurance,  which  will  probably  lead 
some  day  to  the  formation  of  mutual  fire  insurance  companies  upon 
some  basis  which  shall  unite  solidity  of  substantial  capital,  and  the 
advantages  of  the  control  of  boards  of  managers  who  are  stockholders, 
with  the  attractive  feature  of  the  mutual  system. 

Of  all  the  fire  companies  organized  in  New  York,  or  otiier  states,  the 
one  called  the  '*  Globe, **  with  a  capital  of  one  million,  was  in  its  day 
and  generation,  the  monarch.  Comparing  the  then  magnitude  of  this 
city,  and  the  general  wealth  of  the  country  with  what  these  are  now, 
this  Globe,  with  its  one  million  dollars,  was  a  greater  afifair,  relatively, 
than  any  of  the  prosperous  corporations  whose  business  palaces  line 
Broadway.  The  great  fire  of  1835  which  destroyed  between  six  and  seven 
hundred  buildings  in  the  first  ward  of  this  city,  valued,  with  the  property 
they  contained,  at  twenty  millions  of  dollars,  buried  that  company,  to- 
gether with  nearly  all  the  insurance  capital  in  this  state,  and  during  the 
jrears  which  elapsed  between  that  calamity  and  the  fire  of  July  19, 1S45,  but 
little  disposition  was  shown  to  invest  money  when  it  could  so  easily 
take  wings  and  fly  in  a  night. 

In  1840,  and  during  the  intervening  years,  down  to  the  fire  of  1845, 
the  marine  insurance  business  was  in  a  state  of  transition  from  the 
Stock  to  the  Mutual  system,  and  a  number  of  combined  Marine  and 
Fire  Mutual  Companies  were  formed,  the  *' Mutual  Safety  Marine 
and  Fire  Company,"  being  the  pioneer,  and  followed  by  the  Ame- 
rican, Mercantile,  Croton,  General  Mutual,  and  others,  all  transacting 
the  business  of  both  fire  and  marine  insurance,  upon  the  plan  of 
mutuality,  and  without  cash  capital.  The  popularity  of  these  com- 
panies led  to  their  all  being  seriously  crippled,  or  destroyed  by  the 
fire  of  1845.  Their  losses  were  immense,  and  some  of  them  paid 
less  than  one-half  of  the  demands  upon  them  caused  by  that  fire,  and 
within  a  short  tkne,  all  of  these  named,  as  well  as  others,  became  prac- 
tically bankrupt,  and  closed  their  business.  The  remaining  marine 
companies  confined  their  operations  to  marine  insurance,  and  the  suc- 
cess which  has  attended  these  companies  shows  the  practical  value  of 
regarding  each  branch  of  insurance  as  a  distinct  business,  and  giving  to 
«  single  branch  all  of  the  energies  which  capable  men  can  bring  to  it. 

The  loss  of  these  mutual  companies  was  the  gain  of  the  stock  fire 
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•companies.  Out  of  some  twenty  companies,  but  three — the  Merchants', 
the  Manhattan,  and  the  Guardiant  failed  in  consequence  of  the  fire  of 
1845.  Sereral  others  were  crippled,  but  all  of  them,  either  by  paying  in 
fresh  capital  or  by  the  slower  accumulation  of  profits,  became  in  a  few 
jears  sound,  and  all,  or  nearljr  all  of  them  are  still  in  successful  busi- 
ness. 

While  in  i8ao  there  were  serenteen  fire  insurance  companies  in  New 
York,  with  an  aggregate  capital  of  nine  millions,  and  in  1835  there  were 
twentjr-four  companies,  the  aggregate  capital  being  a  half  million  less 
than  it  was  fifteen  jrears  before,  from  1845  ^  1^49  there  were  but  seyen- 
teea  local  companies  in  the  city  of  New  York,  having  together  less  than 
$5,000,000  of  capital 

The  passage  of  the  General  Insurance  Act  in  i848-'49,  gave  an  impetus 
to  the  formation  of  Fire  Insurance  Companies,  and  there  are  now  in  that 
^ty  nearly  one  hundred  of  them. 

The  establishment  of  the  New  York  Insurance  Department  in  1859, 
was  an  important  event  in  the  history  of  the  business.  Since  that  time 
the  companies  have  constantly  tended  towards  greater  substantiality 
in  their  assets,  and  to  greater  carefulness  in  their  action ;  and  the 
same  effects  are  rapidly  following  the  formation  of  insurance  de- 
partments in  other  states,  under  the  conser\'ative  influence  of  state 
-supervision,  together  with  the  improved  business  management  which 
modern  commercial  usages  impose,  the  number  of  fire  companies 
in  this  state  has  rapidly  increased,  and  their  aggregate  capital  and 
assets  proportionately  augmented.  At  the  close  of  the  year  1870  there 
were  168  companies  doing  business  in  this  state,  of  which  64  were 
companies  chartered  in  other  states,  and  5  of  foreign  countries.  The 
-combined  capital  of  these  companies  was  $61,842,428,  their  available 
assets  $153,181,568,  while  the  amount  of  fire  risks  on  their  books  is  not 
far  from  $7,200,000,000. 

It  would  be  of  interest  to  follow  the  fortunes  of  companies  of  other 
states,  but  want  of  time  makes  it  impossible,  even  if  the  compiler 
were  in  possession  of  the  necessary  knowledge  and  authorities.  He 
hopes,  however,  to  receive  from  such  as  are  interested  in  his  brief  and 
unsatisfactory  sketch,  the  materials  for  something  better  in  the  future. 

The  holders  of  policies  of  fire  insurance  are  almost  as  numerous  as  are 
the  holders  of  property,  and  whatever  tends  to  improve  the  position  of 
insurance  companies,  and  to  make  that  position  more  widely  known, 
interests  an  immense  constituency. 

Publicity  and  supervision  are  calculated  to  be  of  substantial  advan- 
tage to  stockholders  as  well  as  to  policyholders. 

Life  Insurancb. 

There  is  no  analogy,  whatever,  between  the  insurance  of  life  and  that 
of  property;  for,  while  the  risks  of  fire  and  marine  companies  are  taken 
ibr  a  short,  fixed  time,  upon  the  expiration  of  which  the  contract  termi- 
nates, and  it  is  optional  with  both  parties  to  renew  it  or  not,  those  of 
life  companies  end  only  with  the  life  of  the  assured,  and  the  whole  sum 
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promised  him  must  then  be  immediateljr  paid.  If  ten  thousand  dollar» 
is  insured  upon  a  house  for  the  term  of  one  year,  or  upon  a  ship  for  one 
▼oyage,  the  insurer  has  a  thousand  chances  to  one  that  he  will  not  be  called 
upon  to  pay  the  ten^housand  dollars  within  the  time  specified ;  but  if  a 
like  sum. is  insured  upon  a  human  life,  the  insurer  is  certain,  if  he  is 
called  upon  at  all,  to  be  called  upon  to  pay  the  ten  thousand  dollars  at 
sometime;  and  the  chances  are  just  as  great  that,  in  the  case  of  any 
one  individual  life,  the  demand  may  be  made  within  twelve  months,  as 
at  the  end  of  thirty  years.  Again,  in  the  case  of  the  fire  or  marine  risk, 
even  if  the  house  takes  fire  or  the  ship  strands,  the  chances  are  that  the 
loss  in  either  case,  falling  upon  the  underwriter,  may  be  only  partial 
and  slight,  while  in  the  life  insurance  contract  there  can  be  absolutely 
no  partial  loss ;  for  either  the  policyholder  dies,  or  he  lets  his  policy 
lapse.  The  person  who  insures  his  property  for  one  year  may,  if  he 
chooses,  neglect  to  renew  his  policies,  and  he  suffers  no  loss  except  his 
property  should  be  accidentally  destroyed ;  but  he  who  insures  his  life 
cannot  allow  his  policy  to  lapse  without  loss,  for  he  cannot  re-insure 
himself  except  at  the  advanced  price  according  with  his  increased  age ; 
and  if  he  has  meanwhile  become  diseased,  he  cannot  re-insure  himself 
at  all.  The  interests  of  the  life  policyholder  are,  therefore,  most 
intimately  and  permanently  involved  in  the  stability  of  his  assuring- 
company ;  and  the  likelihood  of  its  being  able  to  save,  from  his  annual 
premiums  and  the  investment  of  their  interest  earnings,  the  sum  it  has 
promised  to  pay  at  his  death,  is  of  vastly  more  importance  to  him  and 
his  heirs,  than  any  amount  of  immediate  or  prospective  **  profit "  in  the 
way  of  "  dividends."  It  is  to  be  hoped  that,  among  other  fruits  of  our 
national  convention,  a  better  state  of  things  may  result  in  the  subjection 
of  companies  to  an  uniform  standard  of  accountability.  What  ia 
wanted  by  the  public,  is  not  so  much  the  official  assurance  that  these 
companies  are  rigidly  adhering  to  the  rules  which  they  themselves  may 
have  prescribed,  as  that  official  supervision  shall  enforce  due  fidelity  to 
the  same  inflexible  rules  of  business  morality  as  those  which  underlie 
all  successful  transactions  in  any  of  the  ordinary  departments  of  finance. 
There  is  no  mystery  in  life  insurance,  there  are  no  hazardous  contin- 
gencies, which  can  excuse  the  slightest  departure  from  universal  rules 
of  business,  and  life  insurance  will  never  attain  its  proper  position  in 
public  estimation,  until  its  conductors  are  required,  by  public  opinion, 
to  respect  those  rules. 
One  thing  ought,  in  any  case,  to  be  borne  in  mind  by  the  assured, 

IN  LIFB  INSURANCE  THERS  IS  NO   SUCH    THING    AS    PROFIT    for    them. 

Mr.  Harvey  G.  Tuckett,  in  a  little  work  published  just  twenty  years  ago, 
enlarges  upon  this  idea  as  follows :  *'  The  premiums  are  calculated  in 
accordance  with  certain  tables  of  mortality,  and  a  certain  rate  of  com- 
pound interest,  to  which  is  added  a  certain  sum  for  expenses.  It  is  cal- 
culated the  whole  of  this  sum  will  be  required,  and  experience  has  shown 
that  for  many  years  it  will  be  required.  If  then  by  any  fortunate  series 
of  events  it  should  happen,  that  the  whole  sum  should  not  be  required, 
and  that  a  small  portion  of  it  should  remain  unexpended,  such  unex- 
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pended  portion  is  not  fr^  but  utvings.  For  iMtance,  let  a  penoA 
put  bjr  $1,200  for  his  household  expenses  for  the  /ear— at  the  end  of  the 
jear,  if  he  has,  bjr  provUions  being  cheaper,  house  rent  less,  or  anj 
other  fortunate  circumstance,  onlj  expended  $1,000,  he  will  have  •mmd 
two  hundred  dollars,  but  he  would  laugh  at  anj  one  calling  It  profit** 
If  persons  about  insuring  their  lives,  would  but  bear  this  truth  in  mind, 
thej  would  save  themselves  the  unhappiness  and  disappointment  that 
the  unfulfilled  promises  of  rascalljr  canvassers  too  oflen  cause. 

But  without  further  digression,  let  ua  resume  the  thread  of  our  hia- 
torical  narrative.' 

It  is  but  natural  to  suppose  from  the  innumerable  benefits  resulting 
from  insurance  against  loss  at  sea  or  bjr  fire,  that  those  descriptions  of 
insurance  should  have  preceded  the  purely  benevolent  designs  of  \\%t 
insurance,  and  such  is  found  to  have  been  the  case. 

Their  progress,  however,  prepared  the  way  for  the  adoption  of  life 
insurance,  but  in  this,  even  to  a  greater  degree  than  in  the  others,  from 
the  absence  of  requisite  and  reliable  data,  the  practice  was  of  an  entirely 
speculative  nature,  the  charges  arbitrary,  and  the  security  for  the  future, 
as  a  matter  of  course,  unreliable;  and  in  fact,  generally  altogether  fal- 
lacious or  imaginary.  Disappointment  and  consequent  distrust  was  the 
result,  which  required  afterwards,  years  of  able  management  and  patient 
labor,  on  the  part  of  its  advocates  to  remove. 

Life  insurance,  therefore,  like  most  collaterals  of  civilization,  has 
been  of  slow  and  laborious  growth.  It  has  had  its  impediments  and  its 
enemies.  Prejudices  were  to  be  overcome ;  ignorance  to  be  enlightened 
and  subdued,  and  selfish  and  interested  opponents  to  be  defeated.  It  has 
triumphed  over  all  and  now  stands  before  the  world  a  magnificent  mon- 
ument, and  by  the  combined  efforts  of  the  strictest  and  most  scientific 
induction  and  the  purest  benevolence,  and  is  unquestionably  the  hap- 
piest combination  of  science  with  philanthropy,  and  wisdom  with 
knowledge,  that  the  progress  of  society  has  developed  to  mitigate  dis- 
tress and  to  neutralize  the  effect  of  those  reverses  and  calamities  which 
are  at  once  the  consequence  and  the  bane  of  civilization. 

The  germ  of  life  insurance  is  to  be  found  in  the  ancient  system  of 
Tontint  Aunuitien^  **  so-called,  from  having  been  originated,  or,  at  least 
made  popular  by  Leonardo  Tonto,  or  Tonti,  a  Neapolitan,  who  flourished 
about  the  middle  of  the  seventeenth  century."  In  these  associations, 
which  were  formed  by  both  sexes  without  any  reference  to  age,  a  fund 
was  created  by  an  equal  subscription  from  each  perhon.  The  ehtire  Kum 
was  then  placed  at  interest,  and  an  equal  division  of  the  income  made  at 
the  end  of  each  year,  to  those  who  were  living.  This  was  carried  on 
until  finally  the  last  member  received  the  whole  amount  of  interest 
together  with  the  principal. 

This  system  of  annuities  was  a  mere  lottery,  and  very  unequal  iii  iLs 
advantages,  and  from  the  frauds  practiced  on  the  annuitants  did  not 
continue  long  in  either  repute  or  practice  among  intelligent  persons.  It 
is  related,  that  the  last  survivor  of  a  Tontine  in  France,  died  in  1696, 
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At  the  age  of  96,  in  the  receipt  of  an  income  equal  to  $15,000^  for  th^ 
original  subscription  of  $62.50. 

It  may  be  mentioned  here,  in  illustration  of  the  proverbial  longevity 
of  annuitants,  that  two  nominees  of  certain  Tontine  schemes,  died 
recently  in  England,  one  aged  106  and  the  other  122  years. 

The  first  scheme  for  the  insurance  of  lives  in  England,  was  projected 
hythe  Rev.  William  Assheton,  D.  D.,  rector  of  Middletown,  in  Lan-' 
cashire,  '*  for  the  benefit  of  the  widows  of  clergymen  and  others,  and 
for  the  settling  of  jointures  and  annuities,**  and  partook  more  of  the 
nature  of  what  is  now  known  as  a  survivorship  an*nuity  than  a  lilie 
-insurance — ^being  a  certain  sum  paid  down  to  secure  an  annuity  to  a  sur- 
viving nominee.  This  design  was  put  in  practice  by  the  Mercers  Com- 
pany, of  London,  in  1698.  A  similar  institution,  called  **  The  Society 
of  Assurance  for  Widows  and  Orphans,*'  was  formed  in  the  following 
year.  Each  of  these  societies  transacted  considerable  business,  but 
from  the  want  of  correct  data  on  which  to  base  their  operations,  finally 
became  bankrupt. 

In  the  year  1706,  "  The  Amicable  Society  or  Perpetual  Assurance  ** 
was  formed.    This  is  the  oldest  life  insurance  company  in  existence. 

The  "  Royal  Exchange  "  and  "  London  Assurance  Corporation  **  were 
established  in  the  year  1721,  and  exist  also  to  the  present  day.  It  is 
difficult  to  conceive  from  what  data  the  rates  adopted  by  these  compa- 
nies were  deduced — they  must  have  been  the  merest  guess-work — and 
their  existence  for  the  first  50  or  60  years  must  have  resulted  from  a 
combination  of  chance  and  shrewd  management,  rather  than  from  any 
scientific  vitality  which  their  system  of  transacting  business  could  have 
possessed. 

From  the  establishment  of  the  Mercers'  Company  in  1698,  until  the 
year  1762,  the  science  of  life  insurance  made  but  very  little  progress, 
although  the  practice  of  it  (so  called)  was  positively  rampant.  This 
period  produced  swarms  of  insurance  schemes  of  every  conceivable 
denomination.  A  system  of  speculation  insurance  nicknamed '*  Little 
Goes"  was  much  in  vogue.  In  one  of  these  ''a  number  of  persons 
combined  and  each  subscribed  five  shillings  fortnightly,  on  condition  of 
£200  being  paid  to  his  heirs  and  executors.  In  another,  five  shillings  a 
quarter  entitled  tne  subscriber's  representatives  to  receive  £120  on  his 
demise;  while  a  third,  called  the  *  Fortunate  Office,'  was  to  provide 
marriage  portions  of  £200  for  those  who  paid  two  shillings  a  quarter." 
The  success  of  this  office  clearly  lay  in  its  accepting  only  the  most 
ordinary  of  the  female  sex  as  subjects  for  insurance ! 

"Insurance  wagers"  were  also  "quite  the  rage,"  and  served  as  a 
means  of  money-making  to  the  "  knowing  ones  "  and  as  a  fashionable 
excitement  to  the  "  bloods "  of  the  day.  Some  of  these  transactions 
were  of  the  most  extraordinary  nature.  Thus  the  following  quotations 
are  found  in  TAe  London  Chronicle  of  1768 :  "  Mr.  Wilkes  being  elected 
member  for  London,  done  at  from  5  to  50  per  cent."  "Mr.  Wilkes 
being  elected  member  for  Middlesex,  from  20  to  25  per  cent."  "  Alder- 
man Bonds'  Vdefor  one  year,  now  doing  at  7  per  cent."    "  Mr.  Wilkes' 
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life  f9r  om€  year,  at  7  per  cent,  and  warranted  to  remain  in  prison 
during  ikat  period.**  It  is  also  related  that  **  large  sums  were  paid  bj 
the  undervrriters  at  Lloyds'  (at^loyds !)  who  speculated  upon  the  failure 
of  a  jroung  fellow  who  had  undertaken,  for  a  wager,  to  go  to  Lapland^ 
and  bring  back,  within  a  given  time,  two  reindeer  and  two  Lapland 
females,**  and  he  actually  accomplished  this  feat 

The  busineaa  of  life  insurance,  carried  on  in  this  manner,  at  last 
became  a  public  nuisance  and  scandaU  and  accordingly  in  the  year  1774, 
an  act  was  passed  which  ended,  at  one  blow,  the  period  of  gambling 
assurances.  By  this  a<it  it  was  declared  that  *'  no  insurance  shall  be 
made  on  the  life  of  any  person,  or  on  any  event  whatsoever,  when  the 
person  on  whose  account  such  insurance  shall  be  made  skall  kave  no 
interest,  or  by  way  of  gaming  or  wagering;**  and  that  ** every  such 
insurance  shall  be  null  and  void." 

In  Illustration  of  the  utter  want,  at  this  period,  of  the  knowledge 
required  in  carrying  on  the  business  of  life  insurance,  as  well  as  the 
manner  in  which  it  was  conducted,  and  of  the  rates  of  premium  charged, 
it  is  stated  by  Mr.  Walford,  in  his  valuable  **  Hand  Book,"  **five  pounds 
was  the  premium  originally  demanded  to  assure  S,\Qofor  one  year,  on  a 
life  of  any  age  between  twelve  and  forty-five ! "  On  the  25th  day  of 
November,  172 1,  the  London  Assurance  Corporation  granted  an  assur- 
ance to  Mr.  Thomas  Baldwin  on  the  life  of  Nicholas  Browne  for  £ioa 
In  this  case  £5  5^.  was  the  premium  for  twelve  months,  and  this  rate 
is  known  to  have  continued  for  some  time.  The  Amicable  office 
charged  an  entry  fee  of  £3  155.  per  cent,  in  addition  to  the  £5  premium, 
and  middle-aged  and  old  lives  were  frequently  registered  even  on  these 
terms.  *  *  *  *  In  addition  to  the  premium  named,  extra 
rates  were  demanded  for 'youth  hazard,' '  female  hazard,' and  *  occu- 
pation hazard; '  while  ^  officers  on  half-pay,'  and  persons  '  licensed  to 
retail  beer,'  were  charged  no  less  than  11  per  cent  extra.  Nor  did  the 
offices,  with  the  exception  of  the  Amicable,  make  any  return  of  profits 
to  the  assurers,  and  in  this  office  the  divisions  took  place  without  much 
regard  to  equity.  The  sum  considered  to  be  profit  was  divided  every 
jear  amongst  the  policies  which  became  claims  during  the  year,  quite 
irrespective  of  the  time  such  policy  had  been  in  existence;  and  the 
society  had  no  power  of  applying  any  portion  of  such  profits  for  the 
benefit  of  the  assured  during  his  lifetime."  Well  might  the  accomplished 
author  of  this  work  ask  **  Need  we  wonder  that  life  Msurance  wsis  slow 
in  becoming  popular?" 

From  this,  it  will  be  seen,  that  life  insurance  as  properly  understood 
at  the  present  day — that  is,  the  payment  of  a  specified  amount  calcu- 
lated according  to  age,  to  secure  a  fixed  sum  at  death— had  no  real 
existence  at  the  period  of  which  we  are  speaking.  The  London  Assure 
ance  Corporation  issued  the  first  life  policy  payable  at  death ;  it  was 
dated  the  7th  of  June,  1721.  This  interesting  fact  is  worthy  of  remem- 
brance— while  the  Amicable,  chartered  twenty-five  years  previously,  did 
not  issue  policies,  on  which  the  rate  of  premium  was  calculated 
according  to  age^  until  1807. 
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The  writings  and  lectures  of  Thomas  Simpson,  the  mathematician^  - 
were  the  forerunner  of  a  new  era  in  the  practice  of  life  insurance.  Dr. 
Halley,  the  astronomer  royal,  had  previously  demonstrated,  in  a  paper 
read  before  tlie  Royal  Society  in  1693,  the  true  method  of  calculating- 
life  annuities,  and  from  an  actual  record  of  deaths  he  deduced  a  table 
showing  the  probable  duration  of  life  at  every  age.  Simpson,  availing 
himself  of  the  suggestions  of  Dr.  Halley,  announced  the  possibility  of 
constructing  a  table  of  premiums  graduated  according  to  the  age  of  the 
assured,  and  when  such  a  table  had  been  actually  computed  by  Mr.  Jas. 
Dodson,  considerable  public  attention  was  attracted  to  it.  Intelligent 
persons  began  to  see  the  feasibility  of  life  insurance  on  a  more  reliable 
basis  than  that  on  which  it  had  heretofore  been  practiced ;  and  there 
were  not  wanting  practical  business  men  to  take  advantage  of  the  public 
sentiment  by  forming  a  society  which  should  more  completely  answer  the 
requirements  of  the  age  than  any  which  had  hitherto  been  formed. 

This  was  "  Tke  Equitable  Society  for  the  Assurance  oj  Life  and 
Survivorship^^  afterwards  destined  to  become  the  most  renowned  life 
insurance  company  in  the  world. 

That  the  founders  of  the  society  set  forth  the  objects  of  life  insurance 
clearly  and  correctly,  and  indicated  that  class  distinctly  which  most 
need  the  protection  which  it  secures,  the  following  extract  from  their 
petition  to  parliament  will  show,  no  less  than  how  well  understood  and 
appreciated  were  the  benefits  to  be  derived  from  the  practice  of  life 
insurance,  notwithstanding  that  but  comparatively  little  was  yet  known 
of  the  scientific  knowledge  required  for  the  safe  and  successful  manage- 
ment of  the  business.  The  petition  sets  forth  "That  great  numbers  of 
Her  Majesty's  subjects,  whose  subsistence  principally  depends  on  their 
salaries,  stipends  and  other  incomes  payable  to  them  during  their 
natural  lives,  or  on  the  profits  arising  from  their  several  trades,  occupa- 
tions, labor  and  industry,  are  very  desirous  of  entering  into  a  society 
for  assuring  the  lives  of  each  other,  in  order  to  extend,  afler  their 
decease,  the  benefit  of  their  present  incomes  to  their  families  and 
relations,  who  may  otherwise  be  reduced  to  extreme  poverty  and 
distress  by  the  premature  death  of  their  several  husbands,  fathers  and 
friends,  which  humane  intention  the  petitioners  humbly*  apprehend 
cannot  be  effectually  carried  into  execution  without  Her  Majesty's  royal 
authority  to  incorporate  them  for  that  purpose."  The  petition  was 
rejected;  one  of  the  reasons  assigned  being  that  the  society  intended  to 
insure  upon  cheap  terms.  What  those  cheap  terms  were,  will  be  more 
fully  appreciated  by  a  comparison  of  the  rates  first  adopted  by  this 
society  with  those  now  in  use : 

Ag€,  Ratet  first  propo$€d.         Rates  first  adopts*  Present  rates, 

14  £2.17.0  £2.7.7  £1.17.7 

20  3.   9.4  2.X5.4  2.   3.7 

25  3- 14-0  ?  3-  40  '  2.  8.6 

30  3.18.7  3.12.8  2.13.4 

40  4-17-9  4- 12.2  3.7.11 

The  petitioners  were  informed  that  "  if  they  were  so  sure  of  success^ 
there  was  an  easy  method  of  making  the  experiment  by  entering  into  a. 
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Tolnntary  partnership,  of  which  there  are  •everal  inttancet  in  this  busi- 
ness of  insuring."  This  suggestion  was  acted  upon,  and  accordtnglj 
the  society  was  formed  in  the  jrear  1776.  adopting  still  lower  rates  of 
premium  than  those  presented  in  the  petition. 

Dr.  Price,  a  Unitarian  preacher  and  a  man  of  rare  and  varied  abilitj 
in  scientific  matters,  had  among  other  things  given  much  attention 
to  the  subject  of  life  contingencies.  He  had  been  constantly  con- 
sulted by  the  promoters  of  the  EquitabU  society  on  all  points  of 
diniculty  connected  with  their  enterprise,  and  seeing  the  necessity  of 
confining  or  correcting  the  graduated  scale  of  premiums  prepared  by 
Dodson  from  separate  data,  he  compiled  from  the  parish  registers  of  his 
-own  town  of  Northampton,  such  a  record  of  births  and  deaths  as  he 
-considered  would  form  a  fair  average  of  such  events  throughout  the 
kingdom ;  and  from  these  he  constructed  the  far-famed  North amptoit 
Mortality  Tables.  Dr.  Price  also  aided  the  society  with  plans  for 
ascertaining  its  surplus  and  for  estimating  with  considerable  accuracy 
the  state  of  its  accounts  for  each  year;  and  so  admirably  were  they 
found  to  answer  the  purposes  intended,  that  they  have  been  continued 
in  use  by  this  society  ever  since,  and  with  certain  modifications  by 
nearly  all  the  old  societies  in  England.  The  labor  of  Dr.  Price  resulted 
in  a  still  further  reduction  of  the  rates  charged  by  the  society,  which 
together  with  its  large  accumulating  fund,  tended  to  increase  the  public 
-confidence  in  life  insurance  and  the  popularity  of  the  society  itself. 

As  WM  to  be  expected,  the  grfcat  success  of  the  Equitable,  caused  a 
mwarm  of  other  societies  to  come  into  existence,  and  competition  was 
-carried  to  an  extent  ruinous  to  the  companies  themselves  and  damaging 
to  the  cause  of  life  insurance,  while  frauds  involving  crimes  of  every 
hue,  not  even  excepting  murder,  were  committed  on  the  companies  by 
unprincipled  and  ingenious  adventurers.  Government  itself,  did  not 
acruple  to  take  advantage  of  the  mania  by  not  only  accepting  bribes  fbr 
charters  containing  special  privileges,  but  by  actually  making  the 
attempt  to  appropriate  to  its  own  use  the  unclaimed  dividends  of  the 
companies. 

Life  insurance  had  now  become  popular,  and  its  nature  and  influence 
better  understood  and  appreciated.  It  also  began  to  be  practiced  under 
advantages  as  great  as  its  former  difficulties  had  been.  Much  more 
^accurate  data  on  which  to  base  the  calculations  connected  with  the  busi- 
ness, had  been  placed  at  the  disposal  of  the  companies  by  the  investiga- 
tions of  scientific  men.  Observations  on  mortality  were  more  widely 
-extended,  being  not  only  taken  in  a  number  of  towns  and  localities  in 
England,  but  scientific  individuals  had  also  made  similar  investigations 
in  various  countries  on  the  continent  of  Europe,  as  well  as  among  Ton- 
tine and  other  societies,  where  regular  records  of  mortality  had  been 
kept  The  most  important  contribution,  however,  was  that  of  Mr. 
Joshua  Milne,  who  had  constructed  from  the  observation  of  Dr.  Heys- 
ham  upon  the  mortality  of  Carlisle,  that  valuable  table  known  through* 
out  the  world  as  the  Carlisle  Table  of  Mortality.  This  table  was  pub- 
lished in  the  year  1816,  from  which  may  be  dated  a  new  era  in  the 
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science  and  practice  of  life  insurance.  The  end  of  all  these  laborious 
investigations  was  to  show  a  remarkable  similarity  in  their  results,  a 
similarity  sufficient  to  remove  all  doubts  as  to  the  solidity  and  certainty 
of  the  basis  on  which  the  business  of  life  insurance  might  be  con- 
ducted. 

A  small  amount  of  legislative  encouragement  was  also  bestowed  on 
life  insurance,  which  had  a  beneficial  effect  on  the  business  at  this 
period.  At  the  suggestion  of  Wm.  Pitt,  that  portion  of  the  incomes  of 
persons  which  was  invested  in  *^  that  easy,  certain  and  advantageous 
mode  of  providing  for  their  families  by  insuring  their  lives  **  was 
exempted  from  taxation. 

A  rapid  improvement  was  also  progressing  in  the  mortality  of  the 
kingdom ;  it  having  been  found  by  comparing  the  deaths  in  the  early 
part  of  the  i8th  century  with  those  of  the  early  part  of  the  19th,  that  the 
mortality,  had  been  reduced  two- fifths. 

From  this  time,  and  under  the  favorable  circumstances  named,  the 
practice  as  well  as  the  science  of  life  insurance  steadily  progressed. 
Able,  scientific  and  business  men  combined  to  improve  its  practice, 
extend  its  advantages  and  promote  its  influences,  and  the  public  appre- 
ciation of  its  usefulness  kept  pace  with  the  exertions  of  those  interested 
in  its  success. 

The  prosperity  of  the  well  managed  offices,  however,  was  too  great, 
and  the  confidence  of  the  public  in  thejr  management  too  unlimited,  not 
to  excite  the  cupidity  of  the  unprincipled  and  adventurous  to  take  advan- 
tage of  these  circumstances.  Accordingly,  we  find  under  the  name  of 
life  insurance  companies,  some  of  the  most  startling  and  stupendous 
frauds  that  have  ever  disgraced  the  annals  of  commerce.  The  West 
Middiesex,  (doomed  to  an  immortality  of  infamy  in  the  pages  of 
Dickens,)  which  was  started  in  1836  by  two  notorious  swindlers,  one  a 
journeyman  shoemaker  and  the  other  a  bankrupt  tallow  chandler,  suc- 
ceeded in  swindling  an  unsuspecting  public  of  nearly  £250,000,  by 
the  sale  of  annuities  and  the  granting  of  assurances  at  rates  nearly 
thirty  per  cent  more  favorable  than  those  offered  by  any  other  com- 
pany. The  bulk  of  this  enormous  amount  was  obtained  from  single 
ladies,'  clergymen,  half-pay  officers  and  others  seeking  the  largest  pos- 
sible income  from  their  limited  capital.  '*  If"  says  the  author  of  *  The 
Insur'^.nce  Guide  and  Handbook,'  **  the  disappointment  and  ruin  which 
this  one  fraudulent  scheme  occasioned,  could  be  truly  depicted,  there  is 
nothing  in  the  realms  of  fiction  which  could  equal  it"  An  act  was 
passed  in  the  year  1844,  called  the  "Joint  Stock  Companion  Act,"  with 
a  view  to  prevent  these  public  swindles,  but  it  had  not  the  desired  effect, 
and  only  served  to  prove  the  truth  of  the  great  Irish  Agitator's  words 
that,  **  there  was  never  yet  an  act  of  Parliament  framed  through  which 
a  coach  and  four  might  not  be  driven,"  for  in  the  very  following  year, 
1845,  no  less  t^an  forty-eight  life  insurance  companies  were  projected 
and  provisionally  registered,  of  which  only  four  are  now  in  existence; 
while  from  the  same  date  to  1857,  no  less  than  one  hundred  and  twenty 
offices  had  discontinued  business.    The  causes  which  led  to  this  result 
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may  be  briefly  stated  as  want  of  good  faith  at  starting ;  want  of  practi- 
cal knowledge  and  experience  in  their  origination,  and  extravagant  and 
unsound  management  But  what  legislation,  however  good  in  inten- 
tion, failed  to  accomplish,  public  opinion  properlj  instructed  and  di- 
rected, effected.  The  '*  Post  Magazine,*'  a  publication  edited  with  great 
spirit  and  ability,  ferreted  out  and  exposed,  in  their  incipient  stages, 
with  the  most  merciless  persistence,  all  such  ^*  bubble  "  projects  as  those 
alluded  to,  by  which  untold  misery  and  disappointment  were  saved  to 
the  community.  Happily,  in  this  country,  wise  and  judicious  legisla- 
tion has  in  great  measure  saved  the  public  from  loss  and  the  cause  of 
life  insurance  from  disgrace,  by  preventing  its  benevolent  nature  being 
prostituted  to  further  the  ends  of  unprincipled  adventurers. 

Such,  in  brief,  has  been  the  history  of  life  insurance  in  England.  It 
is  now  one  of  the  largest  of  the  monied  interests  in  the  kingdom  and 
its  benign  influences  are  felt  and  appreciated  in  thousands  of  homes 
mjule  comfortable  where,  without  its  aid  want,  with  all  its  attendant 
train  of  disease,  ignorance  and  crime  would  have  inevitably  prevailed. 

The  compiler  cannot  leave  this  branch  of  his  subject  without  express- 
ing his  sense  of  the  obligations  under  which  he  has  been  placed  by  the 
great  kindness  and  courtesy  of  a  number  of  gentlemen  connected  with 
leading  life,  fire,  and  marine  insurance  companies,  whose  names  he 
would  gladly  mention,  but  for  the  fact  that  he  has  been  requested  not  to 
do  so.  To  them  is  due  the  greater  share  of  the  credit  for  whatever  of 
value  this  Preface  contains. 

The  business  of  life  insurance  in  the  United  States  may  be  said  to 
have  commenced  upon  a  scale  of  some  importance  in  the  year  1843,  ^^ 
continued  with  fair  success  until  1859,  when  an  insurance  department 
was  created  by  the  state  of  New  York,  with  a  superintendent  at  its  head, 
whose  duty  it  was  to  see  that  the  several  companies  conformed 
to  the  laws  by  which  the  system  wsis  to  be  governed,  and  under 
whose  inspection  the  public  interest  was  to  be  guarded.  Massachusetts 
had  already  established  a  state  supervision  in  the  year  18549  and  other 
states  prepared  to  follow  the  wise  example. 

The  public  confidence  inspired  by  this  movement,  gave  a  fresh  impetus 
to  the  business  from  this  period.  This  is  strikingly  illustrated  by  the 
following  figures,  which  represent  the  total  amount  of  transactions  in 
New  York  companies,  made  up  to  the  end  of  the  year  1859,  ^^  compari- 
son with  what  they  amounted  to  by  the  Isist  returns  in  December,  1870 : 

New  York  Stats  ConPAinKS. 

1859 — Capital  and  accumulations  or  assets,  Dec.  31,  1859,  $13,090,815 

Premium  income  for  1859,        -        ...        -  $3,013,376 

Transactions  during  1859,    -        .        -        -        -  $15,916,116 

Total  amount  of  life  policies  in  force,  Dec.  31,  1859,  $73*147)436 

1870— Capital  and  accumulations  or  assets,  Dec.  31,  1870,  $130,516,091 
Premium  income  for  1870,        -----       $48,679,784 

Transactions  during  1870, $305,199,598 

Total  amount  of  life  policies  in  force,  Dec.  31, 1870,  $1,049,335,359 
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Total  of  all  Othbr-statb  Companies  doing  Business  m  Nkw 

York: 

i$59— Capital  and  accumulations  or  assets,  Dec.  31,  1859,  $3)9o6,999 

Premium  income  for  1859,        -----  $i?956,747 

Transactions  during  1859,    -----  $14,142,291 

Total  amount  of  policies  in  force,  Dec  31,  1859,    •  $69,300,541 

1870— Capital  and  accumulations  or  assets,  Dec  31,  1870,  $i37>049.443 

Premium  income  for  1870,        -        -        -        -        -  $44,697,850 

Transactions  during  1870,    -----  $267,974,803 

Total  amount  of  policies  in  force,  Dec  31,  1870,     -  $993,852,810 

A  comparison  of  the  above  tabulated  statements  shows  that  since 
1859,  A  period  of  above  11  years,  the  increase  of  the  business  has  been 
about  fifteen  times  as  great  as  the  total  that  it  had  reached  at  the  close 
of  1859,  ^^  during  sixteen  years  previous. 

This  wonderful  growth  has  necessarily  attracted  attention  in  Europe, 
as  well  as  in  this  country,  and  it  is  expected  that  with  the  additional 
safeguards  contemplated  by  the  insurance  convention,  and  the  benefit 
which  the  companies  will  derive  from  the  uniform  system  of  reports, 
valuations,  and  other  details  designed  by  the  separate  states— that  the 
next  ten  or  eleven  years  will  show  a  still  greater  increase  in  the 
business. 

With  the  view  of  placing  before  the  delegates  in  a  convenient  form  a 
synopsis  of  the  legislation  resorted  to  by  the  several  states  of  the  Union 
for  the  regulation  of  the  insurance  interest,  the  compiler  presents  the 
tables  which  follow— the  one  relating  to  fire  companies,  having  been 
prepared  with  the  assistance  of  Messrs.   George  T.  Hope  and  H.  A. 
Oakley,  and  the  life  table  with  that  of  Messrs.  Frederick  S.Winston 
and  James  W.  Alexander,  to  all  of  whom  he  begs  to  ofier  his  sincere  thanks 
for  the  help  which  they  have  so  cheerfully  rendered  him.    Until  the 
tables  were  in  the  printer's  hands,  the  compiler  was  not  aware  that  any- 
thing of  the  kind  had  been  previously  given  to  the  public,  but  he  is  now 
informed  that  such  is  the  fact.    The  changes  which  have  recently  occur- 
red, however,  will  probably  give  the  present  tables  a  certain  interest  and 
value.    They  will  at  least  serve  to  show  the  delegates  the  disabilities 
which  conflicting,  and,  it  would  seem  in  some  cases,  injudicious  legisla- 
tion, has  imposed  upon  the  operations  of  insurance  companies ;  and,  he 
hopes,  suggest  the  necessity  for  changes  at  the  earliest  practicable  date, 
as  well  as  indicate  the  quarters  in  which  reform  should  be  attempted. 
The  imposition  of  extraordinary  and  onerous  taxes  by  local  authorities 
upon  the  insurers,  defeats  its  ostensible  object,  local  gain,  for  each  new 
"s  naturally  followed  by  a  corresponding  increase  in  the  rates 
the  citizens  of  that  locality  for  insurance  on  life  or  property, 
the  collection  of  a  new  internal-revenue  tax  raises  the  price  at 
e  article  taxed  is  sold  to  the  consumer.     An  unreasonable  tax 
urance  is  also  a  tax  upon  frugality  and  prudence,  and,  hence,  it 
em,  contrary  to  the  spirit  of  an  enlightened  public  policy, 
kbulated  digests  have  been  prepared  with  as  much  care  as  the 
ime  at  the  disposal  of  the  compiler  has  permitted.    They  are 
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beliered  to  be  in  the  main  correct,  but  if  anjr  particulars  haTC  been 
omitted,  be  will  feel  under  obli^tiont  to  anjrone  who  will  call  hit  atten- 
tion to  them  before  the  October  meeting  of  the  convention.  The  datct 
at  which  the  several  statutes  have  been  enacted  by  the  state  and  terri- 
torial legislatures  are  probably  of  secondary  consequence,  as  compared 
with  the  provisions  of  tlie  statutes  themselves,  and  hence  the  compiler  has 
upon  second  though U,  abandoned  the  intention,  which  he  had  formed, 
to  give  a  corrected  chronological  sketch  of  the  establishment  of  the  various 
state  insurance  departments,  as  well  as  of  American  companies  them- 
selves. The  latter  present  few,  if  anv,  features  to  distinguish  them  from 
their  English  predecessors,  but  they  certainly  indicate  in  their  unprece- 
dented enterprise  and  development,  an  inherent  vitality  and  intelligence 
of  management  in  a  degree  so  remarkable,  as  to  command  the  atten- 
tion, if  not  admiration,  of  those  accustomed  to  the  conservatism  of 
English  business  management  If  the  result  shall  prove  that  we  can 
enjoy  this  marvellous  enter]>rise,  witliout  trespassing  upon  the  all  im- 
portant feature  of  security,  the  future  application  of  the  insurance  idea 
in  tills  country  will  be  upon  so  grand  a  scale  as  to  throw  in  the  shade 
everything  that  has  erer  been  teen  in  any  country  in  the  way  of  com- 
mercial opermtiona.  H   S.  O. 
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TABULATED  DIGEST,  shoming  a*  nearly  as  practicable  the    Taxes  and  other 
Compiled  by  H.  S.  Olcott  from  Wolford^s  General  Insurance  Statistics*  and  tkr 


StaU. 


State  Official  in 
charge  of  Insurance, 


Tax  on  Receipts. 


License  Fees, 


Alabama... 
Arkansas  . 

California . 


Colorado . 


Connecticnt..... 

Dist.  of  Columbia, 
(CityofWash>tonO 


Delaware.. 
Florida.... 


Gror^. 


Comptroller  of  State. 


Com'sioner  of  Public 
Works,  ex-officio  In* 
spector  of  insurance. 


Insurance  Commls'er. 


None  given  in  Gen'l 
Ins.  Statutes  of  U.S, 

Commissioner  of  Ins. 

None  ffiven  in  Gen'l 
Ins.  Statutes  of  U.S. 

Secretary  of  State.... 

None  given  in  Gen*l 
Ins.  Statutes  of  U.S 

Comptroller   Gen*l  of 
the  State. 


State  a  percent    County 
anJ  City  3-4  to  a  per  ct. 


$10  to  $15  each  Agent 
Tax  on  seal  and  cer- 
tificate, $5  to  $7.50.. 


Ann*l  return  in  Aug.,  of 
amHs  of  receipts  to  be 
made  to  Clerk  of  Co., 
ard  taxed  as  other  per- 
s'al  propty  in  that  Co. 


State,  I  percent*. 


State,  about  i  per  cent., 
County,  ab^  i  per  cent. 


State,  a  percent*. 
I  per  cent 


State  and  City  about 
$35  to  $30,  q'rterly. 


Names  of  AgHs  to  be 
filed  with  Co.  Cks. 


$50  Annually . 


State,  a  i-a  per  cent.. 


IlllinoU.. 


Superintendent  of  the 
Ina.  DepartmenL 


StsUe,  I  per  cent,  City 
license.  $10,  City  taxes, 
q^ly,  Co.  taxes,  q*rly 

None.«» • 


Bach  AgH  $35,  annly. 

Each  Agent,  $15,  an* 
nu»ly,City,$a5,$<Oi 

$3.50  each  Agent. . . . 


$5  each  Agant  • 


Indiana.. 


Iowa.. 


Kansas*. 


Deputy  Auditor... 
Auditor  of  State.. 


Superintendent  of  In- 
surance. 


None*** 
None... 


State,  a  per  cent.. 


Kentucky I  Insurance  Commis*nr  State,  a|  per  cent. 


Louisiana... 


Maine 

Maryland 

Massachusetts.. 
Michigan. 


Secretazyof  State  . 


Ins'mce  Commissi. 


Comptroller    of    the 
Treasury. 

Ins.    Commissioner. 


Commissioner  of  In* 
surance. 


State,  I  per 


None.* 
None.. 


$3    for    each   Agent 
(semi-annually). 


$5  for  each  Agent. . 


4:2  for  each  Agent, 
School  fund,  ann'ly„ 
$5,  State,  $50. 

fio  for  each  Agent,. 
City  of  Louisville,. 
$aoo. 


$1,000  Annually,  City 
of  New  Orleans, 
each  Company  $500 
Annually. 

(AnnMy)  Compy.  $ao. 
Each  Agent  f  i. 

Annually    $300. ..... 


I  per  cent  oer  $1,000  of 
Policies  for  Valuation. 

"  Specific^  Tax,  3  per  ct 
City  Taxes. 
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COMPANIES. 


Mb^UrtrnmU   t^  Stattt   and  TerriUrieSj  as  reg^ardt   Life  Insuramct    ComhaiUt, 
Books  efik*  Equitable  Life  and  Mutual  Life  Companies.  New  Tork^  June  23,  1871. 


Filing  Papers. 


StatementSy  and  other 
Papers  required. 


Uiseella- 
neous. 


Deposit. 


Legisla* 
tion. 


Jndge  of  Prob.  Courtii 
each  Coontj,  $$., 
SWemeat,  $99. 


Sach  County  filings  $5, 
Copvingr  •«  WMi  fSt 
Starment  Ann'ly  in  July 


Not   less    than 
$10,000. 


$30,000. 


Badi  iMper,  $S,  Copy 
Bood^  $3.50,  State- 
ownts,  $ao. 


Stafknts  and  other  papcrs^j 
Certificate  of  value  of 
Bonds  and  Mortgages. 


Advertising, 
about  $Joo. 


None... 


Staf  mts  ann'ly  to  Oct.  ist 


Oozter,  $jo^  Stat'm'nt, 


Chaiter,  $30,  State>nt, 
$10,  each  Certf.,  $a. 


diateinent,   $< 


(Semi. 


$».. 


$S0.. 


lent.  $10..... 

Certf.ofDep06it,  $10, 

CettC  of  Val'n,  $10 


Statement;  Charter  and 
Certf.,  if  no  change,  Cer* 
tificate  of  Deposit 

Statement,  list  of  Agents, 
Schedule  of  MortVcs, 
Mass.  Certf.  of  Val>tJoo, 
Certf.  of  Deposit,  List  oi 
Policies  not  in  force. 

Statement,  semi-annually. 
Copies  to  be  filed  in  each 
County  by  each  Agent. 

Statement— Certf.  of  ralu- 
ation,  Appt.  of  Agents, 
Certf.  ValHion  of  Bonds 
and  Mortgages. 

Statement,  Copy  of  Certf. 
Vaiu.,Appt  of  Agents. 
Power  of  Atty.,  Certf. 
of  Deposit. 

Desc'pUve  list  of  Policies. 
N.  Y.  Val'n  of  do.,  C^rtt. 
of  Deposit,  Certf.  VrI. 
Bonds  and  Mortgages. 

Statement,  etc 


SfeB's  $30,000. 


Not   less    than 
$10,000. 


Advertising. 


Advertising. 


None.. 


•,    $10»      State- 
$ao. 


Statement,  etc. . 
Statement,  etc. . 


Advertising. 


Business  in  Mich.  Power 
of  Atty.  Certf.  of  deposit. 
Certf.  of  VaPn.Schl.  etc. 


(«)• 
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LIFE 

LA  TED  DIGEST,  gkowing-  as  nearly  as  practicable  the  Taxes  and  ctMsr 
tptUd  byll.S.OLCc>n/rom   Wolford*s  General  Insurance  Statistics^  and  tha 


te. 


State  Official  in 
charge  of  Insurant, 


Tax  on  Receipts, 


License  Fees, 


Board  of  Ins.  Comrs. , 
consisting  of  State 
Treasurer^State  Au- 
ditor, •&  Atty.  GenJ. 


Auditor     of     Public  None*. 
Accounts. 


State,  a  per  cent*. 


npshire. 

«y 


oliaa.... 


Superintendent  of  the 
Insuracce  Dept. 


Auditor  of  State.... 
State  ComptroUer. . . . 
Insurance   Commr. 
Secretary  of  State.. 


Superintendent  of  the 
Insurance  Dept. 

None  given  in  Geni, 
Statutes  of  U.  S. 


Auditor  of  State. 


State,  I  per  cent  on  cross 
Rec'pts,  and  a  Liability 
to  County  Taxation  be- 
sides. 

State,  s  percent. 


nia.... 
and... 
olina.. 


Auditor  General... , 
Ins.  Commissioner 
Compt.  Gen.  of  State. 

Compfler  of  the  State 


None  given  in  Gen*l 
SUtutesofU.  S. 

B*d  Ins.  Com'rs,  con- 
sist^goftheSecand 
Treas.  oftheSuie. 

Auditor  of  Pub.  Acts 
of  the  State, 


rinla.. 


Territory 


Auditor  of  State... 

Sec.  of  State  and  exH>f- 
Jicio  Comm'r  of  Ins. 

None  given  in  Gen'l 
Statutes  of  U.S. 


None.( 


(*0 

State,  X  percent.. 
State,  X  percent.. 
State,  %  per  cent  . 


None., 


State,  3  percent.. 
State,  a  per  cent.. 
None 


State,ilp.c»L  *<Spec»l 
ana  **  Regular''  taxes 
by  State.  County  and 
Cfity,  various. 

None 


State,  a  per  cent.. 


State,  3  per  cent.. 
State,  $300 


Bach  County,  all  sorts, 
1-5  p.  c't  to  I  i-s  p.  ct 


Each  Agt  $3.90,  Statt 
$iooJjity  I150,  Co. 
$50,  Trav'ling  Agt. 
$1000. 

St  Louis  $aoo.  County 
$30,  City   Permiu, 


Bach  Agent  I5.. 
Annually,  fioo.. 
Annually,  $50.. .. 


Annually,  $100.  each 
Agent,  $5  annually. 


$30  ist  Ucencse,  each 
Agent,  $s. 


Annually,  $500. 
Bach  Agent,  |s.. 


Charleston,  $100,  c 
Agent,  $5. 


I7.Q0  annually, 
Agent,  $S. 


$500  annually.  • 


Bach  Agent,  annu- 
ally. State  and  City, 
"ill  sorts." 


License,  I70,  Copies, 
$3- 


ids  removal  of  actionsto  U.  S.  CoiMts. 

may  be  reduced  to  one-half  of  one  per  cent,  if  Company  holds  bonds  of  state,  or  has 
bond  and  mortgage,  in  the  state  an  amount  eaual  to  one-half  of  the  gross  receipts. 
«  Receipts  to  be  taxed  at  the  same  rate  as  otner  property. 
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COMPANIES.— Continued. 


X^qmirtmemit   mf  Siaim  •$»d    Tfrritorim,   as   rtgmrdt   Life   Insmrmnet  Compamitt^ 
B—k» oftlu  Eqmit^^t  L(fe mmd  MiUmal  Uf^  Companies.   New  rork,  yuus  z^,  lijx. 


Filimg  Pm^an, 


•5.. 


Statement,  $50,  Certf. 
AuUwrii^  Staie,  $a. 


Statement,  $5,  Certf.  of 
each  AKcnt,  $5. 

Charter.     $30*     State- 
ment,  $ao,  Agta.,  $5 


Statement,  $sa.. 


Statement,   $50. 


StmUmemts,  ami  aiJker 
Papers  required' 


Statement,  etc*  • 


Statement,  Val*n  Bonds 
and  M*gea.  Certf.  of  De- 
poeit,  Ceitf.  Val*n.  PoU< 
dea,  N.  Y. 


Miseeiia- 


Advertising. 


Adrertf  nr  in 
Each  Co., 
$30  to  $jo. 


Statement,  etc.  • 
Statement,  etc*  • 

Statement,  etc** 


Statement,  etc*.  ( 

Statement,  etc*. 
Statement,  etc*.. 
Statement,  etc.  *. 


$IO0,00O.* 


Advertising* 
Advertising , 


Statement,    etc..    Income  None., 
and    Expenditures     in 
Tennessee. 


St*ent  of  Prems.  in  W.  Va. 


List  ofJAdvertlsing. 
Statements  from  Agents. 


Statement,   etc., 
Agents. 


Advertising. . 


Deposit, 


$50,000. 

$S0,0Q0. 


Not  exceeding 
$50,000,  nor 
l*s  t^n  $3P,ooo. 


Lf/frisia- 
titm. 


(0 


(P)  tao,  annually,  for  each  Agent,  may  be  paid  in  lieu  of  tax,  by  any  Company  whoae 

state  does  not  require  more.  .    .  ^  ,       ,     ^  ^u— 

•  SametermaimposedbyUwsof  other  states,  to  be  exacted  of  Compaaiea  of  such  other 
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FIRE 
TABULA  TED  DIGEST^  shovnng  at  ont  vitw  the  TaxtMj  FimM^  Fm8 


suae. 

Amount  of  Deposit 
required. 

1 

StsUTax. 

State 
License. 

City  or  Town 
License  or  Tax. 

I....... 

f 

2  percent..... 

Same    as    on 
other      per- 
sonal prop'y 

ap.c.  and  350. 
stamp  tax  on 
each  $1,000, 

....(a).... 
$400(*) 

$35eachAgt 
^10. 

ifcc'.V. . 

a 

ta 

)T 

Icut*. . . 

e .....a 

AlOO •• 

T 

$30,000  State  Bonds 

» 

I  per  cent.... 

Same  as  other 

pcr».prop*ty. 

$>fOOO 

$3oi*::::.... 

....(c).... 
(d) 

Same 
asSt'c 

None, 
ipr.ct. 

•  ••• 
.... 

'Snme  as  State..  ■ 

3  per  cent.... 

3p.c.&$<ofor 

School  fund. 

2|per  cent.... 

I  p.c.  on  prms. 
and  $500. 

Louisville,  $150. 
New  OrPns,$soo 

J  •••••• 

IE.*.... 

d 

lusetts.. 

a  per  cent. . . . 
3  per  cent. . . . 

2  pr.  ct.  in  lieu 
of  all  stote 
taxes. 

n 

Detroit 

(ta.,  ,,,. 

a  per  cent 

ddI  .  * . . 

I 

a.-.  ••.. 

JfoiiE::: 

$100 

• 

itMVk.  - 

pshire.. 

1  percent 

2  per  cent 

a  per  cent 

I  percent 

sey 

.rlT..... 

irolina . 

$50,000  U.  S.  Bonds 

rania  . . 

sland.. 

irolina. 

ee 

t , 

$ao,ooo  SUte  Bonds 
$20,000  State  Bonds 

About  I  pr.  ct. 

same  as  pers. 

property  .... 
I  (percent.... 

$75oTcnn. 
money. 

$35  in  large, 
and  $35  in 
sm'll  t'wns 

(0 

irginia. 

5  Dcr.  ct.  of  Capital, 
out  not  less  than 
$10,000    or    more 
than  $50,000. 

$a5,ooo  U.  S.  Bonds 

3  per  cent .... 

4  percent.... 
a  percent.... 

in*.... 

Milwaukee  3  p.c. 

>rocal  Legislation. 

30  S.  B.  and  an  additional  amount  not  to  exceed  7  per  cent  on  amount  of  annua] 

en. 

>n,  Savannah,  $aooeach;  Augusta,  $100;  Atlanta,  $35. 

y  of  Mobile,  License,  $500.    Fire  Department,  $200. 

nd  of  $3/)oo  required  from  each  Agent,  as  security  for  payment  of  taxes. 
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COMPANIES. 
"^nd  DiatAUitua  impoud  om  Fire  Insmrauct  Companu$  im  ike  MVtrml  Staim. 


# 

FHiMM 
StaUm^t. 

« 

fea 

^! 

Agents 
CeHiJUmie. 

^ 

P&wer 
0/AtUnmey 
required. 

Lej^al  Advertie- 
GigreftUred. 

Am. 

%c 

Each  Agt 
Bach  Agt. 

Bach  Aft 

Am. 



•••••• 

i^**!!! 

•••••• 

%fl.KD»  mm 

•••••• 



• 

$al*.'.*'.'/.!I!II!! 

NOM 

Nooe. 

ta.eo 

^perct 

Jii?!!. 

|;.?.i;;;i!:.m: 

$5  Semi- 
aim  oaL 
tao 

$3  SMii<«iia«al. 
ic 

Bach  Aft 

OnceattheCapital 
and  once  elaewr. 

fteo..... 

%9^" 

$s. 

BMh  Aft 

AajAfeol 

$40..* 

$ia.. 

•$ 

$!•••• 

Bach   Agent  two 
One  month,  twice 

. 

$1 

Bach  Aft 

a  week. 

Once  a  week  for  3 
succeaaive  wka. 

$jO 

ts. 

Ona 

Nil    •*. 

Ooa 

BachAf*t 

BachAft. 

Ag*ta*    certificate 

4  timet. 
3  successive  weeka 

at  St  Paul. 

Each  Agency  for 

3  weeka. 
Once  a  week  for 

*r 

r 

$9.50  Auditor. 
$Y.5oProb.Ct 

ftl.30*»*«  ••  •••• 

$So 

•«>... 

$1.... 

BachAf*t 
One!'*.V!! 

four  weeks. 
Ea.  Ag^  once  in  a 
daily  and  4  timea 
in  a  weekly. 

i<.V.V.V. 

•••••• 

iV.V.'.V.'.V.' ! ! !  I 

Is.........:;:. 

«<„, 

ftao.llV. 

$5  each  or  com- 
mute for  $250. 
$10 ,.,. 

$1"!! 

6nce'by'eachAg4 

One  Agent 
in  each 
County. 

One 

BOCt»«.  ••••••••• 

3  times  a  week  for 
two  weeks. 

*( 

BachAgH. 

Bach  Aft 
One 

As    Comp.   GenU 
shaU  direct 

3aQcceaaive  w>ka. 

AnnU. 
ta. 

At .... 

Sio>  •  •  •  • 

te 



One 

a  p.  ct. 

lio 

|?:;:::v.v.:::: 

One 

ie)  Agents  to  eive  Bond  of  $a,ooo  as  security  for  payment  of  taxes. 

f^  St  Louis  City  $100  License,  and  about  3  per  cent  on  premiums. 

\e)  TKNNKS8VB.--City  of  Memphis,  i  per  cent  on  premiums;  City  of  Clarktrille,  license, 
$50.5»;  City  of  Columbia,  license,  $37 ;  City  or  Murfreesboro,  license,  $50.  Slielby 
County,  license,  $375;  Davidson  County,  license,  $150;  Knox  County,  license,  $soo; 
Jlutherford  County,  ifcense,  $75. 
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OFFICIAL  REPORT 

or    THB 

National    Insurance    Convention 

OF  THE  UNITED  STATES, 

HELD  IN  THE  CITY  OF  NEW  YORK.  MAY  24,  1871. 


First  Day. 

New  York,  May  24,  187 1. 

The  National  Insurance  Convention  of  the  United  States  convened  at 
the  office  of  the  New  York  Board  of  Underwriters  at  12  o*clock. 

Mr.  Geo.  W.  Miller,  Superintendent  of  the  Insurance  Department  of 
the  State  of  New  York,  called  the  convention  to  order  and  said  :  Gentle- 
men, on  all  such  occasions  it  is  necessary  for  some  one  to  take  the  ini- 
tiative, and  as  this  is  the  first  gathering  of  the  kind  in  this  or  any  other 
country,  it  seems  to  be  proper  that  I,  having  assumed  the  responsibility 
of  inviting  you  here,  should  call  you  to  order  and  suggest  a  tempor- 
ary presiding  officer.  Before  doing  the  latter  I  will  read  you  the  letter 
which  I  addressed  to  the  different  state  officers  having  charge  of  insur- 
ance affairs  in  the  states  of  this  Union,  and  which  has  resulted  in  the 
meeting  we  are  now  entering  upon,  as  by  that  letter,  I  can,  perhaps,  as 
succinctly  as  in  any  other  way  impress  the  views  I  entertained  incalhng 
the  convention.    The  letter  is  as  follows  : 

'*  Insurance  Department,  > 
**  Albany,  February  3,  187 1.  > 
"  Dear  Sir  : — i  beg  leave  to  call  your  attention  to  a  subject  which 
appears  to  me  of  general  public  importance,  and  worthy  the  considera- 
tion of  all  interested  in  insurance  or  charged  with  any  public  duties  in 
connection  therewith.  The  past  and  prospective  increase  in  the  number 
of  state  departments,  each  established  under  different  laws  and  adopt- 
ing different  forms,  rules,  and  regulations,  has  naturally  tended  rapidly 
to  increase  the  labors  and  consequent  expenses  of  insurance  companies, 
and,  of  course,  to  absorb  by  so  much  the  security  or  funds  of  the  insured. 
As  the  people  of  every  state  are  interested  in  procuring  insurance  which 
shall  be  reliable,  and,  at  the  same  time,  cost  as  little  as  possible,  it 
would  seem  that  some  measures  might,  and  if  possible,  ought  to,  be 
adopted,  which  would  tend  to  promote  the  general  interests  of  the 
insurer,  and  insured.  It  occurred  to  me  sometime  since  that  the  most 
feasible  and  practicable  mode  of  securing  that  simplification  and  unifica- 
tion, both  of  form  and  of  law,  which  public  interests  seem  to  demand, 
was  to  be  found  in  concert  of  action  on  the  part  of  those  several  state 
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officers  charged  by  their  respective  states  with  the  supervision  of  insur- 
ance. Many  matters  of  importance  are  now  entirely  within  the  dis- 
cretionary powers  of  the  state  officers  of  the  different  states.  As  to 
these,  it  would  seem  that  it  is  only  necessary  to  agree  in  order  to  pro- 
duce a  beneficial  result.  As  to  the  enactment  of  laws,  the  earnest 
endation  of  a  convention  of  such  state  officers  would,  no  doubt, 
^nized  as  entitled  to  great  consideration  by  the  legislatures  of  the 
ve  states.  I  design  merely  to  throw  out  these  several  suggestions 
iefly,  for  the  purpose  of  invoking  an  interchange  of  views,  &c. 
)e  gratified  to  hear  from  my  more  able  and  experienced  brother 
upon  the  subject  of  the  feasibility  and  policy  of  a  general  meeting 
ention  for  the  purpose  of  consultation,  and,  if  possible,  doing 
ng  for  the  general  improvement  of  our  great  insurance  system, 
ongly  inclined  to  hope  and  believe  that  the  project  will  meet  with 
it  favor  to  warrant  the  proposed  meeting.  If  so,  I  beg  to  solicit 
ews  as  to  time  and  place  of  meeting,  &c.  I  also  beg  to  submit 
1  views  as  to  this.  I  believe  New  York  city  to  be  the  most  con- 
and  desirable  place  for  such  meeting,  and  in  the  event  of  a  suffi- 
iimber  concurring  in  the  general  idea,  and  in  New  York  city  as 
:e  of  meeting,  I  have  to  say  that  I  will  cheerfully  take  upon  my- 
h  the  aid  that  has  been  kindly  proffered  me,  the  entertainment 
5  attending,  and  the  furnishing  of  all  necessary  conveniences  for 
tiering. 

"  I  am,  most  respectfully  yours,  &c., 

*' George  W.   Miller." 

fiLLER  continued :  It  gives  me  very  great  pleasure,  gentlemen, 
ble  to  say  that,  from  almost  every  state  addressed,  I  received  a 
and  generous  response,  and  that  to-day  we  have  with  us  the 
itatives  of  very  many  of  those  states  in  attendance  here  with  the 
>f  entering,  I  hope,  calmly  and  deliberately  upon  the  considera- 
those  subjects  which  are  fraught  with  so  great  importance  to  the 
velfare  and  the  general  business  interests  of  the  whole  country, 
t  detaining  you  further,  I  will  name  the  Hon.  Albert  W.  Paine, 
itendent  of  Insurance  in  the  state  of  Maine,  as  temporary  chair- 

^AiNE  said  :  I  thank  you,  gentlemen,  for  the  honor  now  conferred 
e,  for  which  I  must  give  the  credit  to  the  fact  that  I  represent  the 
hich  stands  at  the  head  of  the  list  as  the  states  are  generally 
As  we  have  met  for  business,  it  is  hardly  proper  for  me  to  take 
by  saying  more,  therefore  I  proceed  at  once  to  the  business  of 
^  In  order  to  have  our  proceedings  properly  recorded,  it  is 
ry  that  we  should  have  a  secretary.  I  would  suggest  that  a 
y  be  appointed  outside  of  our  number,  because  it  is  to  be 
ed  that  every  member  will  have  other  duties  to  perform. 
:legate — I  propose  the  name  of  Mr.  Henry  S.  Olcott,  a  gentle- 
ig  connected  with  the  press,  and  a  very  fit  person,  to  perform  the 
►f  secretary. 

)lcott  was  appointed  secretary,  pro  tern, 

*AiNE — It  is  proper  that  we  should  know,  before  proceeding  fur- 
'whom  our  body  consists. 

LEGATE  suggested  that  the  states  be  called  in  order,  and  the  presi- 
ro  tern..,  so  ordered.  Each  delegate  present,  as  his  state  was 
came  forward  and  recorded  his  name  in  the  secretary's  book. 
>llowing  is  the  list  of  those  who  responded  : 

List  of  Delegates. 

■ornia — C  L.  Skeels,  proxy  for  the  insurance  commissioner. 
n'5— Geo.    M.    Brinkerhoflf,      superintendent   of    the    insurance 
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department,  for  auditor  of  the  state,  and  William  E.  Harvejr,  actuary 
of  the  insurance  department,  of  the  auditor's  office. 

Indiana — W.  W.  Caldwell,  deputy  auditor. 

Kansas — W.  C.  Webb,  superintendent  of  insurance. 

Kentucky — Gustavus  W.  Smith,  insurance  commissioner. 

Maine — Albert  W.  Paine,  insurance  commissioner. 

Maryland — Levin  Woolford,  comptroller  of  the  treasury,  and  C.  A. 
Wailes,  chief  clerk  of  the  treasury  and  superintendent  of  insurance. 

Michigan — Samuel  H.  Row,  commissioner  of  insurance. 

Minnesota — A.  R.  McGill,  governor's  private  secretary. 

Missouri— 'C  E.  King,  deputy  superintendent  of  the  insurance  depart- 
ment. 

Nebraska — Aug.  F.  Harvey,  actuary  of  the  Missouri  department,  proxy 
for  J.  Gillespie,  auditor  of  Nebraska. 

New  Hampshire — Oliver  Pillsbury,  insurance  commissioner. 

New  Jersey — Henry  C  Kelsey,  secretary  of  state. 

New  Tork — George  W.  Miller,  superintendent  of  insurance  depart- 
ment, 

Pennsylvania^.  M.  Forster,  for  J.  F.  Hartranft,  auditor  general. 

Rhode  Island— Joel  M.  Spencer,  insurance  commissioner. 

Tennessee — T.  A.  Atchison,  by  executive  appointment. 

Wisconsin — Llewellyn  Breese,  secretary  of  state  and  ex-officio  com- 
missioner of  insurance. 

The  Chairman — The  call  haviag  been  completed,  shows  that  eigh- 
teen states  are  represented  at  the  present  time  on  this  floor  by  twenty 
delegates,  two  delegates  appearing  for  Illinois  and  two  from  >iarylandf, 
so  that  one-half  of  the  states  of  the  Union  are  represented  here. 

Mr.  Pillsbury— I  move  that  a  committee  of  three  be  appointed  by  the 
chair  to  nominate  officers  for  the  permanent  organization  of  the  conven- 
tion. 

The  motion  was  carried,  and  the  chairman  nominated  as  such  com- 
mittee Mr.  Pillsbury»  of  New  Hampshire,  Mr.  Smith,  of  Kentucky,  and 
Mr.  BrinkerhofF,  of  Illinois. 

Mr.  Miller— I  beg  to  state  that  I  have  advices  from  quite  a  number 
of  the  states  from  which  no  response  has  been  received  on  the  call  of 
the  roll,  and  I  presume  that  quite  a  number  of  delegates  will  yet  arrive 
and  present  themselves.  I  regret  very  much  that  from  the  state  of 
Massachusetts  I  have  advice  that  neither  Mr.  Clarke,  nor  Mr.  Sanford, 
will  be  able  to  attend,  at  all  events  not  this  week ;  and  I  will  hand  to 
the  secretary  a  short  communication  received  this  morning  from  Mr. 
Clarke,  *  which  I  know  will  interest  the  gentlemen  present.  I  have 
also  one  from  Mr.  Sanford.  Also,  a  letter  from  Mr.  Mowe,  of  Cali- 
fornia, which  I  think  will  also  be  of  interest  to  the  convention,  in 
which  he  signifies   his   inability  to  attend. 

The  secretary,  Mr.  Oloott,  then  read  the  following  letters  : 

"  Commonwealth  of  Massachusetts,  > 

**  Office  of  Insurance  Commissioner,  Boston,  May  33,  1871.  > 

"  Hon.  George  W.  Miller  : 

"  My  Dear  Sir:  I  have  been  hoping,  for  some  days  past,  to  be  able  to 
participate  with  you  and  others  in  the  proceedings  of  the  insurance  con- 
gress about  to  assemble  in  New  York ;  but  the  prolonged  session  of  our 
legislature  would  inevitably  prevent  my  attendance,  even  were  I  not  de- 
tained by  impaired  health,  which,  I  am  sorry  to  say,  is  but  slightly  im- 
proved since  I  last  wrote  you. 

**  Deeply  regretting  my  inability  to  be  present,  I  can  only  express  my 
cordial  interest  in  the  approaching  congress,  and  my  earnest  desire  that 
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it  may  prove  a  perfect  success,  and  thai  its  deliberations  may  result  in 
substantial  and  lasting  benefit  to  the  insurance  world. 
**  I  am,  very  respectfully,  etc., 
(Signed,)  **  Julius  L.  Clarke, 

Insurance  Commissioner  of  Massachusetts,^' 


"  Taunton,  May  20,  1871. 
*'  Hon.  George  W.  Miller,  Sup't  of  Insurance  Deft,  N.  T, : 

"  My  Dear  Sir  :  I  had  the  honor  to  receive,  through  Mr.  Clarke,  our 
insurance  commissioner,  your  invitation  to  the  convention,  on  the  24th 
inst.,  and  have  delayed  acknowledging  it  until  I  knew  with  certainty 
whether  I  could  attend.  I  am  sorry  now  to  find  that  the  day  proposed 
is  also  that  assigned  for  winding  up  our  legislature,  and  that  my  duties 
will  keep  me  here. 

**  Wishing  vou  great  success  in  the  convention,  and  in  the  important 
position  you  hold,  and  hoping  to  have  the  pleasure  of  your  acquaintance 
at  an  early  day,  I  am  sincerely  yours, 

(Signeci,)  <*J.  E,  Sanford." 

"Office  op  Insurance  Commissioner,  > 
San  Francisco,  May  11,  187 1.       > 
"  Hon.  Geo.  W.  Miller,  Suft  Ins,  Deft,  Albany,  N.  T. : 

**  Dear  Sir:  Mr.  Mowe  desires  me  to  express  to  you  his  extreme  re- 
s^t  at  his  inability,  from  serious  illness,  to  attend  the  convention  of 
insurance  commissioners  on  the  24th  inst. 

"  Mr.  Mowe  being,  for  the  same  reason,  unable  to  supervise  the  duties 
of  his  ofilce,  it  is  also  impossible  for  me  to  attend  the  convention  as  his 
deputy,  as  there  is  no  one  sufiiciently  familiar  with  the  office  details  to 
take  charge  during  my  absence. 

**  These  facts  have  been  submitted  to  the  local  underwriters,  and  at 
their  earnest  request  that  this  office  and  the  insurance  interests  of  Cali- 
fornia may  be  represented  in  the  convention,  the  actions  of  which  are 
looked  forward  to  with  much  interest,  as  all  appreciate  the  importance 
of  the  meeting,  and  are  assured  that  it  will  be  productive  of  much  good, 
Mr.  Mowe  has  delegated  Mr.  Christopher  L.  Skeels,  of  New  York  city, 
as  such  representative. 

"From  Mr.  Skeels*  former  experience  in  your  department,  at  Albany, 
and  his  practical  knowledge  of  all  branches  of  the  insurance  business, 
Mr.  Mowe  feels  assured  that  this  office  will  be  ably  and  acceptably 
represented. 

"  Mr.  Mowe's  regrets  are  aggravated  by  the  fact  that  he  is  unable  to 
meet  and  become  acquainted  with  you  and  his  other  brother  officers — a 
meeting  he  had  anticipated  with  much  pleasure.     Very  respectfully, 

(Signed,)  "A.  D.  Smith,  Deputy  Commissioner,'* 


"Executive  Office,  > 

"Tallahassee,  Fla.,  April 21,  1871.  > 

"Geo.  W.  Miller,  Esq.,  Supt,  0/  Insurance  Deft,  Albany,  N,  T.: 

''^  Sir  >  Your  favor  of  the  12th  is  received,  and  in  reply  I  have  the 
honor  to  say  that  I  shall  be  most  happy  to  have  the  state  of  Florida 
represented  in  the  convention  proposed  for  the  24th  of  May.  We  have 
as  yet  no  settled  policy  on  the  subject  referred  to,  and  I  am  anxious  that 
the  next  legislature  should  adopt  a  sound  system.  I  will,  therefore, 
either  be  present  myself  or  send  a  proper  representative  to  meet  with 
you  as  proposed.     Very  respectfully,  your  obedient  servant, 

(Signed,)  "  Harrison  Reed,  Governor  of  Fla.** 
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**  State  of  Louisiana, 
**  Office  of  Secretary  of  State, 
**  New  Orleans,  March  30.  1871 
**  Hon.  Geo.  W.  Miller,  Suft,  of  Insurance  Dep'i^  Albany^  N,  T.: 

*•*■  Dear  Sir  :  I  am  this  day  in  receipt  of  yours  of  the  23d  inst.,  giving 
me  further  information  relative  to  the  proposed  insurance  convention  to 
be  held  in  New  York  on  the  24th  day  of  May  next.  I  am  pleased  to 
learn  that  your  proposition  has  met  with  so  much  encouragement,  and 
hope  it  will  ultimately  be  crowned  with  perfect  success.  You  must 
bear  in  mind  that,  if  I  present  myself  for  admission  as  a  member  of 
your  convention,  it  will  probably  be  without  the  slightest  authority 
from  the  state,  as  there  is  no  officer  in  this  state  charged  with  any  duty 
connected  with  the  subject  of  insurance.  I  shall,  however,  consult  with 
the  governor,  lieutenant-governor  and  speaker  of  the  house  of  repre- 
sentatives, that  I  may,  if  possible,  secure  their  approval. 

**  My  object  will  be  to  present  to  the  legislature,  at  its  next  session,  a 
report  setting  forth  the  action  of  the  convention,  its  recommendations, 
etc,  together  with  my  own  views  as  to  the  best  plan  of  establishing  an 
insurance  department.  As  every  deliberative  body  is  the  judge  of  the 
qualifications  of  its  own  members,  I  presume  there  will  be  no  objection 
to  my  occupying  a  seat  on  the  floor  of  the  convention,  unless  some  one 
appears  with  better  credentials  as  a  representative  from  Louisiana. 

''All  the  bills  presented  to  the  legislature  of  this  state  at  its  last 
session  relative  to  the  subject  of  insurance,  failed ;  therefore  we  have  no 
laws  to  repeal,  and  can  profit  by  the  combined  wisdom  and  experience 
of  other  states  at  the  outset. 

'*  Hoping  to  hear  from  you  again,  I  remain,  respectfully  yours, 

(Signed,)  **  Geo.  E.  Bovee,  Secretary  of  State," 

The  Chairman. — I  understand  there  are  several  other  letters  which 
the  superintendent  has  received,  which  will  be  read  at  the  next  session. 

Report  of  Cobimittee  on  Permanent  Organization. 

Mr.  PiLLSBURY — Mr.  Chairman — ^vour  committee  on  permanent  or- 
ganization report  for  president  of  this  convention  the  Hon.  George  W. 
Miller,  of  New  York  ;  for  vice-president,  Hon.  Llewellyn  Breese,  of 
Wisconsin;  and  for  secretary,  Mr.  Henry  S.  Olcott,  of  New  York. 

The  report  of  the  committee  was  accepted  and  the  officers  named 
were  elected. 

Mr.  Miller  then  took  the  chair  and  addressed  the  convention  as 
follows : 

Gentlemen  of  the  Convention  : 

For  the  honor  conferred  in  selecting  me  to  preside  over  your  delibera- 
tions, I  most  respectfully  return  you  my  earnest  thanks.  If  I  did  not 
feel  that  this  evidence  of  your  respect  is  more  a  recognition  of  the 
part  I  have  taken  in  bringing  about  this  meeting,  and  of  the  prominent 
position  of  the  great  state  whose  humble  servant  and  representative  I 
have  the  honor  to  be,  than  of  any  personal  claims,  I  should  be  strongly 
disposed  to  urge  that  some  more  experienced  and  able  gentleman  be 
called  to  occupy  the  chair.  Having  assumed,  however,  the  responsibility 
of  inviting  you  to  convene,  I  shall  bow  gracefully  to  your  will,  and, 
depending  largely  upon  your  kind  indulgence  and  aid,  discharge  the 
duties  to  the  best  of  my  ability. 

Although  the  general  object  of  this  convention  is  well-known  to  you 
all,  still,  perhaps,  it  will  not  be  amiss  for  me  here  and  now,  briefly  to 
occupy  your  attention  with  a  few  remarks,  somewhat  ex|>lanatory  of  the 
views  which  induced  me  to  suggest  it. 

To  you,  gentlemen,  the  official  representatives  of  many  of  the  states  in 
the  Union,  charged  with  the  administration  of  the  laws  relating  to  insur- 
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ance,  any  extended  historical  dissertation  upon  the  subject  would  be  out 
of  place,  and  is,  of  course,  entirely  unnecessary.  You  will  pardon  me, 
however,  if  I  recalt  to  your  attention  a  few  facts.  That  contracts  of 
insurance  of  one  character  or  another  have  for  many  years  been  known 
to,  and  entered  into,  by  the  commercial  world  is  well-known. 

Neither  was  it  left,  as  many  in  this  country  doubtless  suppose,  for  the 
modern  inventive  genius  of  our  own  country  to  devise  the  greatest  variety 
of  insurance  contracts  or  schemes.  Marine,  casualty,  fire  and  life  insur- 
ance, besides  an  almost  incredible  number  of  peculiar  and,  oftentimes, 
ridiculous,  special  insurances,  were  practiced  in  the  old  world  long 
before  the  foundation  of  our  government.  Some  of  these  peculiar  pro- 
jects such,  perhaps,  as  **  assurance  against  thieves,"  or  **  insurance 
against  divorces,"  which  existed  in  England  more  than  a  century  ago, 
may,  possibly,  by  the  course  of  events  in  our  own  country,  be  here  revived. 

But,  although  insurance  has  been  practiced  so  long,  I  apprehend 
there  is  a  very  general  impression  in  the  public  mind  of  this  country 
that  there  are  in  existence  at  this  day,  either  here  or  in  Great  Britain, 
no  life  assurance  companies  of  any  very  considerable  age ;  that  if  any 
were  formed  much  more  than  a  generation  since,  they  have  ceased  to 
exist.  This  impression  is  erroneous,  and  should  be  corrected.  There 
are  to-day,  in  operation  in  Great  Britain  two  life  companies  organized 
more  than  one  hundred  and  fifty  years  ago,  and  sixteen  which  have 
been  doing  business  over  half  a  century.  The  first  life  company  was 
organized  in  this  country  in  the  state  of  Pennsylvania,  in  the  year 
1812,  but  it  was  nottintil  about  twenty-five  years  ago  that  the  business 
began  to  assume  any  considerable  magnitude  or  importance  here.  Since 
that  time,  but  most  particularly  during  the  last  ten  or  twelve  years,  its 
development  has  been  truly  wonderful.  We  have,  at  this  time,  more 
life  companies  than  Great  Britain,  and  insuring  a  larger  amount. 
Whilst  in  Great  Britain,  however,  there  are  companies  venerable  with 
age,  it  must  not  be  forgotten  that  those  which  have  had  fitful  lives  and 
met  an  inglorious  death,  are  numbered  by  hundreds.  Let  us  bear  in 
mind  both  the  good  and  the  evil,  the  blessmgs  and  the  sorrows  which 
have  followed  the  course  of  life  assurance  in  the  old  world,  and  see  if  we 
cannot  do  something  to  secure  to  future  generations,  the  one  and  avert 
the  other. 

The  propriety,  the  necessity,  of  fire  and  marine  insurance  needs  no 
demonstration ;  it  is  in  regard  to  life  assurance  that  all  the  doubt  exists. 
But  from  what  cause  springs  the  doubt?  To  my  mind,  plainly  from 
the  want  of  that  which  I  have  fondly  hoped  may  be  the  ultimate  result  of 
this  convention,  to  wit:  an  intelligent,  comprehensive  and  uniform 
system  of  supervisory  and  legislative  action,  which  will  prevent  the 
possibility  of  the  failure  of  any  company  to  possess  the  ability  to  meet  its 
obligations. 

I  do  not  purpose  entering  into  any  argument  to  demonstrate  the  utility 
of  life  assurance.  Its  benefits,  properly  conducted,  are  manifest,  and  it 
has  been  commended  by  the  highest  authority,  but  most  of  all,  by  experi- 
ence. There  have  been  hundreds  of  companies  in  Great  Britain  within 
the  past  century,  many  of  which  have  passed  away,  and  about  one 
hundred  of  which  still  remain;  of  these,  forty  companies  have,  since  their 
organization,  paid  to  claimants  about  six  hundred  millions  of  dollars. 
The  amount  paid  by  the  other  companies  has  not,  I  believe,  been  made 
public,  but  it  would  undoubtedly  more  than  double  the  sum  named.  By 
this  twelve  hundred  millions  of  dollars,  the  wants  of  how  many  bereaved 
and  sorrowing  widows  and  helpless  orphans  have  been  relieved?  Who 
can  say  how  many  families  have  from  this  source  derived  the  means 
which  have  brought  them  to  our  shores?  But,  notwithstanding  the 
immense  sum  which  has  been  received  and  disbursed  by  life  companies, 
we  have  the  startling  fact  in  the  history  of  British  life  assurance,  that 
within  the  past  thirty  years  some  two  hundred  companies  have  in  one 
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waj  or  another,  gone  out  of  existence.  The  mere  suggestion  of  this 
fact  seems  at  once  to  prompt  the  inquiry:  What  was  the  cause  of  this 
surprising  mortality  of  companies,  and  is  there  any  danger  of  a  similar 
experience  here?  The  principal  causes  of  the  numerous  failures  seem  to 
have  been : 

1.  The  too  great  facilities  afforded  for  organizing  companies. 

2.  Fraudulent  designs  in  their  inception. 

3.  Incompetence,  extravagance  and  dishonesty  in  their  management. 

4.  Lastly  and  mainly,  the  want  of  any  proper  govermental  check  or 
supervision  to  either  prevent  or  suppress  the  above  named  evils. 

It  is  true,  that  for  nearly  two  hundred  ^ears,  the  British  Parliament 
had  from  time  to  time  appointed  investigating  committees,  but  they 
proved  unavailing  and  no  substitute  for  a  well  organized,  efficient 
supervision.  The  idea  of  a  separate  department  or  officer  of  govern- 
ment, vested  with  supervisory  powers,  was  first  put  in  practice  in  this 
country,  in  the  state  of  Massachusetts,  in  the  year  1857.  In  1859,  ^^^ 
legislature  of  New  York  passed  an  act,  organizing  an  insurance  depart- 
ment, and  since  that  time  several  other  states  have  organized  insurance 
departments  or  bureaus,  and  there  seems  to  be  every  reason  to  expect 
that  all  the  other  states  will  soon  follow  their  example.  With  these  rapidly 
increasing  state  departments,  and  the  various,  and  in  some  cases,  crude 
legislation  of  the  different  states  accumulating^  it  began  to  look  as  if 
there  might  be  a  danger  that  supervision  would  be  overdone,  and  the 
companies  supervised  to  death.  Without  some  harmony  and  reasonable 
consistency  in  legislation,  and  the  methods  and  burdens  of  supervision, 
it  was  apparent  that  the  great  and  beneficent  institution  of  insurance 
was  liable  to  suffer  |freat  injury. 

Properly  harmonized,  however,  duly  perfected,  and  a  reasonable  and 
enlightened  uniformity  and  reciprocity  established  between  the  states, 
and  there  is  no  reason  why  every  state  should  not  have  its  insurance 
bureau,  and  why  all  should  not  prove  great  public  blessings. 

Although  we  have,  and  those  here  present  represent,  many  states, 
still,  fortunately,  all  belong  to  one  common  country,  and  all  should, 
and  I  trust  will,  study  the  common  interest.  I  presume  that  all  whom 
I  have  the  honor  now  to  address  will  concur  with  me  in  the  view  that 
the  true  object  and  aim  of  governmental  supervision  should  be  to 
afford  the  fullest  possible  protection  to  the  public,  with  the  least  possible 
annoyance  or  expense  to,  or  interference  with,  the  companies.  To  see 
to  it  that  the  companies  possess  and  maintain  the  means  and  ability  to 
fully  respond  to  all  their  contracts  and  obligations,  rather  than  to 
assume   to  dictate  their  details  or  terms. 

It  is  hardly  necessary  for  me  to  refer  to  the  matters  in  regard  to 
which  the  different  laws  and  requirements  of  the  several  states  have 
been  already  felt  to  be  onerous  without  producing  any  corresponding 
benefit,  and  I  shall  certainly  refrain  from  any  discussion,  or  even 
expression  of  opinion,  at  this  time,  in  regard  to  what  should  or  should 
not  be  done  as  to  any  particular  matter.  I  feel,  nevertheless,  that  it 
may  not  be  improi>er  in  a  general  way  to  refer  to  the  subjects  which 
have  occurred  to  me  as  among  those  which  mightprofitably  occupy  your 
attention. 

These  subjects,  I  may  say,  have  presented  themselves  to  my  mind 
under  two  classes : 

Firs/,  Those  which  are  now  or  may  be,  substantially,  matters  resting 
within  the  discretionary  powers  of  the  officers  of  the  several  states  having 
charge  of  insurance  interests,  such  as,  the  forms  of  annual  statements; 
the  credit  to  be  given  to  official  certificates ;  the  adoption,  if  practicable, 
of  some  insurance  nomenclature  designating,  so  as  to  be  universally 
understood,  the  various  forms  of  policies,  etc.,  etc.,  by  certain  names 
or  terms. 

Second.  Those   matters  which  are  of  a   legislative  character.     With 
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no  power,  of  course,  to  control  legislation;  yet  it  would  seem  that 
an  expression  of  any  well  considered  views  or  recommendations 
upon  subjects  which  have  been  deliberately  considered  and  discussed 
by  those  familiar  with  the  working  of  the  system  to  be  effected  and 
arrived  at  with  any  reasonable  unanimity,  must  have  some  effect  with  the 
legislatures  of  the  states.  Of  the  matters  to  be  affected  by  legislation 
it  would  seem  that  we  might  profitably  consider 

1.  The  question  of  the  possibility  of  the  adoption  of  a  uniform 
standard  or  system  of  computing  the  reserve  or  policy-liabilities  of  the 
life,  fire,  and  marine  companies. 

2.  The  subject  of  deposits  to  be  made  by  companies  in  the  states. 

3.  Taxation. 

4.  Investments. 

5.  Dividends,  particularly  in  life  companies,  and  upon  capital  stock 
when  a  portion   of  the  capital  is  required  to  make  up  the  reserve. 

6.  What  to  be  considered  assets^  particularly  in  life  companies. 

7.  How  to  bring  about,  generally,  the  broadest  uniformity,  simplicity, 
security  and   reciprocity. 

These  are  some  of  the  topics  which,  I  have  assumed,  would  receive 
your  consideration.  Others,  no  doubt,  will  have  occurred  to  you,  and  be 
dulv  presented. 

T^he  magnitude  of  the  interests  involved,  gentlemen,  demands,  at  our 
hands,  a  careful,  liberal  and  patient  consideration  of  the  various 
subjects.  When  we  reflect  that  the  amount  insured  by  the  various  com- 
panies, of  the  different  kinds  in  this  country,  exceeds  the  sum  of  six 
thousand  millions  of  dollars,  we  certainly  can  readily  appreciate  the 
propriety  of  great  deliberation.  It  is  believed,  and  I  think,  with  good 
reason,  that,  as  a  general  rule,  the  companies  having  this  vast  amount 
at  risk  are  now  in  a  solvent  and  prosperous  condition,  affording  due  pro- 
tection to  the  insuring  public.  Let  us  see  to  it,  that,  if  a  reasonable 
doubt  exists  anywhere,  it  is  removed,  and  that  a  general  system  be 
adopted  which  will  secure  the  healthful  development  of  this  great  branch 
of  business,  and  command  public  confidence. 

Gentlemen,  I  cannot  close  without  making  a  grateful  acknowledgment 
of  the  very  kind  and  cordial  manner  in  which  you  have  responded  to 
my  suggestion  of  this  meeting. 

Without  detaining  you  longer,  allow  me  to  ask  the  further  pleasure  of 
the  convention.     [Great  applause.] 

Mr.  Skbels — I  suppose  we  are  all  situated  similarly,  without  any 
fixed  purpose  in  view,  as  to  what  line  of  operation  to  pursue.  I  have 
drawn  a  resolution  which  may  serve  as  an  entering  wedge  to  discussion, 
and  bring  out  the  best  plan  of  proceedure.     It  is  as  follows: 

WkereaSy  The  reciprocity  of  the  underwriting  business  between  the 
several  states  calls  for  a  greater  degree  of  uniformity  in  the  supervisory 
laws  governing  insurance  companies  than  now  exist;  therefore,  with  the 
view  of  remedying  the  evils  which  have  become  so  burdensome,  be  it 

Resolved^  That  the  subjects  for  the  consideration  of  this  convention  be 
divided  as  follows : 

1.  The  laws  relating  to  life  insurance,  and  the  forms  required  for  mak- 
ing annual  statements  showing  the  condition  of  the  companies. 

2.  The  laws  relating  to  fire  and  marine  insurance,  and  the  forms  re- 
quired for  making  annual  statements  showing  the  condition  of  the  com- 
panies. 

3.  The  laws  relating  to  inter-state  taxation,  deposits  as  security 
to  policyholders,  and  licenses  by  municipal  authorities. 

And,  that  the  chairman  be  authorized  to  appoint  committees  com- 
posed of  five  members  each,  to  which  shall  be  referred  the  subjects  em- 
braced in  the  foregoing  classification. 

The  President — You  have  heard  the  resolution  read  by  Mr.  Skeels ; 
what  is  your  pleasure  in  regard  to  it? 
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Mr.  Painb — It  is  taking  the  convention  a  little  early,  to  prescribe 
what  we  shall  do,  and  make  a  programme  for  our  guidance. 

Mr.  Skbbls — I  have  no  objection  to  the  resolution  lying  on  the  table. 

The  President — If  there  is  no  objection,  that  will  be  the  action  of  the 
convention. 

Mr.  Paine — I  notice  with  regret  the  absence  from  our  number  of  two 
of  the  most  important  departments  in  the  United  States,  next  to  New 
York — I  refer,  of  course,  to  Massachusetts  and  Ohio.  I  would  ask  if  you 
have  heard  from  Ohio?    I  expected  to  meet  Mr.  Godman  here. 

The  President — I  will  state  that  I  had  advices  from  Ohio,  and  fully 
expected  to  see  Mr.  Godman  here,  or  a  representative,  and  I  have  no 
doubt  that  some  one  will  appear. 

Mr.  Paine — In  reference  to  Ohio,  I  will  say  nothing  more,  because 
Mr.  Godman  will  be  here  himself,  or  will  send  a  representative. 

From  Massachusetts  we  have  heard,  and  what  I  was  about  to  say  has 
reference  more  particularly  to  that  state.  The  state  of  Massachusetts,  as 
we  all  know,  was  the  first  in  the  list  of  states  that  instituted  super- 
vision by  commissioners,  and  is  perhaps  more  involved  in  the  questions 
that  may  be  presented  to  us  at  this  convention  than  any  other  state ;  and 
I  feel  extremely  unwilling  to  proceed  in  the  matter  of  our  business  with- 
out the  co-operation  of  that  state.  I  feel  that  any  course  we  might  adopt 
would  be  almost  trivial,  or  in  a  great  measure  so,  without  her.  There 
are  questions  that  will  arise,  already  indicated,  which  may  bring  up 
peculiar  features  of  the  Massachusetts  laws,  wherein  they  vary  from  the 
New  York  laws.  Now — I  will  say  it  plainly — I  mean  the  valuation  of  life 
policies.  It  is  a  matter  of  extreme  regret,  I  have  no  doubt,  to  every  com- 
pany in  the  life  business,  and,  I  think,  to  all  commissioners,  that  there 
should  be  this  disagreement  between  those  two  states,  making  necessary 
a  very  large  amount  of  additional  labor  for  the  companies  to  value  their 
policies,  and  producing  all  the  time  so  great  an  amount  of  difficulty 
among  those  who  are,  as  well  as  those  who  are  not,  acquainted  with  the 
subject 

The  able  commissioner  for  Massachusetts,  Mr.  Clarke,  has  presented 
himself  here  by  letter,  and  states  that  he  hesitates  to  say  whether  he  can 
be  here  this  week.  He  may  be  here  next  week,  but  I  do  not  like  a  delay 
of  three  or  four  days,  for  I  am  in  hopes  that  we  shall  have  proceeded 
far  in  our  work  before  the  week  closes.  Mr.  Clarke  has  an  able  deputy 
superintendent  in  the  person  of  Mr.  Sargent,  and  Ex-Commissioner 
Sanford,  we  all  know,  is  a  very  able  man  in  the  business.  And  there 
are  other  individuals  now  present,  who,  in  point  of  ability,  are  before 
us  all.  I  think  from  one  of  them  we  should  obtain  a  representative  at 
this  time;  therefore  I  rise  to  make  this  motion:  That  there  be  imme- 
diately transmitted  to  the  commissioner  of  Massachusetts,  by  telegram, 
a  special  and  urgent  invitation  for  the  commissioner  to  be  here  person- 
ally, or  by  delegate,  to  participate  with  us  in  the  proceedings  of  this 
convention,  and  that  that  communication  be  forwarded  by  the  president 
of  this  meeting. 

The  motion  of  Mr.  Paine  was  carried,  and  the  president  directed  the 
secretary  to  prepare  a  telegram  in  accordance  with  the  terms  of  the 
motion. 

The  President — It  will  not  be  improper  for  me  to  state  that  inasmuch 
as  the  correspondence  has  proceeded  through  me,  I  have  received  three 
or  four  letters  from  Mr.  Clarke,  on  the  subject,  and  he  has  from  the  first 
expressed  a  very  great  interest  in  the  matter,  and  until  the  last  letter  be- 
fore the  one  I  received  this  morning,  I  had  every  expectation  that  he 
would  be  present,  but  I  have  no  doubt  he  has  stated  exactly  the  reason  why 
he  is  not  here.  It  perhaps  is  not  known  to  you,however,  that  a  distinguish- 
ed gentleman  in  insurance  business,  Elizur  Wright,  is  present  with  us. 
I  invited  him  to  come  and  participate  in  the  business  of  the  convention, 
on  account  of  his  well  known  and  long  established  reputation  in  connec* 
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tion  with  the  business,  and  I  think  if  Mr.  Clarke,  or  his  deputy,  canoot 
come,  Mr.  Wright  may  be  requested  to  represent  them — although  1  have 
no  right  to  say  it  will  be  done.  Mr.  Wright  is  here  himself,  and  I  am 
happy  to  inform  you  of  it. 

Mr.  W.  E.  Harvey — I  will  offer  the  following  resolution: 

Resolvedj  That  the  convention  invite  Hon.  Llizur  Wright  to  partici- 
pate in  this  convention  as  the  representative  of  life  insurance  interests 
at  large. 

The  President — I  would  suggest  to  the  gentleman  that  in  view  of  our 
sending  a  telegram  to  Massachusetts,  it  would  be  better  to  defer  action 
on  this  resolution  for  the  present. 

Mr.  W.  E.  Harvey— Then  I  will  propose  that  it  lay  upon  the  table, 
and  reouest  that  the  chairman  offer  it  hereafter  at  the  proper  time. 

The  President — Is  there  any  further  business  at  this  time? 

Mr.  Paine — Mr.  President,  the  resolution  having  been  introduced  by 
the  gentleman  from  Nebraska,  and  having  been  laid  upon  the  table,  I 
rise  to  say  a  word  further  in  that  same  direction.  I  hope  the  convention 
will,  at  least  so  far  as  it  c^n,  prepare  the  work  to-day,  so  that  we  cao 
go  on  with  it  to-morrow  with  some  efficiency. 

Mr.  President — As  you  have  already,  in  your  preliminary  remarks,  very 
well  suggested  to  this  convention,  there  are  a  very  large  number  of  sub- 
jects which  may  come  before  us  during  our  sessions.  The  number  is 
infinite — in  fact,  all  the  question  is,  how  much  of  our  time  shall  we 
devote,  and  what  shall  we  devote  it  to.  Now,  I  suppose,  every  gentle- 
man in  this  convention  has  more  or  less  of  a  bundle  of  subjects  which 
he  wants  considered  here,  upon  which  he  desires  light.  I  know  it  is  the 
case  with  myself.  There  is,  for  instance,  the  question  of  assets.  What 
shall  be  regarded  as  assets,  especially  with  life  insurance  companies? 
More  especially  in  what  light  shall  we  view  that  class  of  things  we  call 
assets,  which  make  appearance  in  our  reports  under  the  name  of 
deferred  premiums,  and  premiums  in  the  hands  of  agents, generally  report- 
ed by  the  life  insurance  companies  as  "cash  "in  the  hands  of*^  agents, 
— what  importance  is  to  be  given  to  them  ? 

I  have  in  my  mind  now,  and  I  mention  it  because  it  illustrates  an  evil 
that  is  going  abroad  in  the  land,  a  little  incident  that  took  place  in  my 
office  a  few  days  ago,  when  a  canvasser  came  to  me  and  wanted  to  know 
the  character  of  a  certain  company.  It  is  a  company  whose  name  I 
shall  not  give,  for  it  is  not  a  company  in  which  I  should  wish  to  get  my 
life  insured.  Upon  his  asking  me  the  question,  not  being  willing  to 
give  my  opinion,  because  as  a  commissioner  I  do  not  regard  myself 
as  the  advocate  of  any  company,  I  therefore  refused  to  give  any  opinion. 
It  is  a  company  in  which  the  item  of  deferred  premiums,  and  premiums 
uncollected,  and  office  premiums,  and  cash  in  the  hands  of  agents,  and 
$100,000  in  Albany,  make  up  pretty  much  the  entire  schedule.  Said  he, 
**  Mr.  Paine,  look  at  it;  what  do  you  call  the  best  companies?  "  I  said, 
**  I  suppose  I  can  answer  that  very  readily;  the  companies  with  the 
largest  funds.  Said  he,  **  look  at  the  list;  with  the  Mutual  Life  of  New 
York  the  ratio  of  assets  to  liabilities  is  107;  with  the  Connecticut  Mutu- 
al it  is  114;  with  my  company  150  " — and  it  was  away  up  above  that,  and 
all  made  up  of  these  uncollected  premiums. 

It  struck  me  at  the  moment,  that  if  there  was  any  one  subject  that  it 
was  important  for  us  to  deliberate  upon  here  and  decide,  it  is  to  decide 
what  are  those  unearned  premiums  worth?  I  am  not  going  to  discuss 
the  merits  of  the  point  here.  But  it  would  certainly  relieve  me,  and  I 
have  no  doubt,  every  commissioner  who  has  taken  this  into  consideration 
when  he  is  judging  of  the  value  of  life  insurance  assets. 

Then,  as  to  marine  and  fire  insurance.  Companies  have  complained  of 
me  and  asked  why  should  you  require  that  the  total  amount  of  premi- 
ums on  risks  not  terminated  be  given  ?  One  of  our  companies  was  made 
largely  deficient  in  its  capil  al  because  of  that  item.     Having  commenced 
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nine  or  ten  months  ago,  I  required  nine- tenths  of  them  and  gave  it  in 
mj  report,  making  it  reallj  an  impairment  of  the  capital.  Whereas,  if  we 
had  put  down  three-fourths  onljr,  they  would  have  had  a  very  good 
amount  of  capital. 

There  seems  to  be  a  question  there,  What  should  we  require  as  a 
measure  of  liability  on  unexpired  risks?  I  have  required  the  whole 
amount,  and  insurance  commissioners  have  generally  required  it. 

Then  comes  up  the  (question  in  fire  insurance.  I  don't  know  as  there 
has  been  much  complaint,  but  there  has  been  a  good  deal  of  confusion 
in  this  matter.  Your  predecessor  in  office,  one  year  took  forty  per  cent ; 
but  I  am  very  glad  to  see  that  you  have  come  back  to  the  old  standard 
of  fifty. 

These  are  questions  which  ought  to  come  up  hero,  and  I  think  they 
ought  to  be  added  to  the  list. 

Then  comes  up  a  very  important  question  in  this  life  matter.  What 
will  you  do?  You  can't  strike  out.  If,  in  your  valuation,  you  give  to  ^ 
the  life  companies  a  liability  of  a  certain  extent,  which  depends,  for  its  * 
existence,  upon  the  payment  of  the  deferred  premiums,  how  would  you 
work  it?  Here  is,  in  one  sense,  an  asset  which  is  of  value.  It  is  an 
asset  of  a  credit  to  go  against  a  debit  of  its  own  policy.  This,  in  my 
mind,  is  one'Of  the  most  important  questions  we  have  to  decide  here. 
On  it  hangs  the  fate,  in  great  measure,  of  the  life  business  of  the  present 
day.  Taile  those  unearned  premiums  out  of  the  way  and  several  com- 
panies would  fare  very  badly,  not  in  real  prosperity,  not  in  real  strength, 
but  in  advertising. 

I  merely  make  these  remarks  preliminary  to  a  motion  that  I  make, 
that  a  committee  b^  appointed  immediately  to  proceed  to  consider  this 
subject,  and  report  to  us  to-morrow,  a  course  of  business  for  this  con- 
vention to  adopt.  And  this  committee  would  parcel  out  these  duties  for 
other  committees,  perhaps,  to  work  upon. 

I  would  like  the  views  of  others,  however.  It  strikes  me  that  we  ought 
not  to  adjourn  with  nearly  half  a  day  before  us.  I  am  anxious  that  we 
get  to  work,  do  our  work,  and  then  adjourn  and  go  home. 

Mr.  G.  W.  Smith— I  rise  to  ask  a  question.  In  answer  to  your  first 
letter,  I  took  the  liberty  of  suggesting  that  you  would  request  prominent 
gentlemen  in  different  branches  of  insurance — the  leading  men  in  the 
business — to  lay  before  this  convention  their  views.  I  merely  rise  now  to 
ask  whether  you  have  received  any  such  communication,  and  when? 

The  President— I  will  state  that,  in  pursuance  of  a  suggestion  made 
by  the  honorable  gentleman  from  Kentucky,  and  some  others,  I  com- 
municated with  the  Hon.  Elizur  Wright  and,  through  Mr.  Clarke,  with 
Mr.  Sanford ;  I  spoke  with  Mr.  Barnes,  my  predecessor,  and  communi- 
cated with  several  other  gentlemen,  and  also  with  several  organizations, 
as,  for  instance,  the  Chamber  of  Commerce  and  with  the  Board  of 
Underwriters,  whose  rooms  we  are  occupying;  and  the  suggestion  was 
made  to  the  life  companies  generally,  that  they  should  submit  to  this 
convention  communications  containing  their  ideas  in  regard  to  the  sub- 
jects which  it  would  be  material  and  profitable  for  this  convention  to 
consider.  And  it  was  with  the  view,  of  course,  to  get  all  the  subjects 
before  us,  and  then,  according  to  the  suggestions  of  the  gentleman 
which  I  am  pleased  to  hear  named,  of  submitting  these  subjects  to  a 
committee,  and  to  the  action,  finally,  of  the  convention,  and  selecting 
those  upon  which  it  was  deemed  most  profitable  to  consider.  Of  course, 
we  cannot  travel  over  the  whole  field  of  insurance,  and  we  must  neces- 
sarily select  certain  subjects  for  consideration  and  action.  I  suppose 
thati^e  intent  of  this  resolution  is,  that  this  committee,  if  appointed, 
shall  receive  these  different  communications,  and  that  after  the  commit- 
tee report  upon  them  they  will  be  laid  before  the  convention,  for  its  con- 
sideration. 
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Mr.  Smith— Are  we  in  a  condition  now  to  do  anything  but  appoint 
this  committee  that  is  to  arrange  the  work  of  the  convention? 

The  President— I  should  think  not.  It  will  be  the  duty  of  that  com- 
mittee to  classify  subjects,  and  then  name  the  committees  to  which  they 
will  be  referred. 

Mr.  Smith — It  seems  to  me  that  if  that  committee  is  named  in  the 
meanwhile,  before  they  make  their  report,  there  will  be  nothing  prac- 
ticable for  us  to  do  here,  and  as  I  have  no  speeches  to  make,  I  propose 
that  we  adjourn. 

The  resolution  offered  by  Mr.  Paine  was  then  carried,  and  the  Pi^esi- 
dent  named  as  the  committee  Messrs.  Paine,  of  Maine ;  Kelsey,  of  New 
Jersey ;  and  Smith,  of  Kentucky. 

On  motion  of  Mr.  Paine,  the  president  of  the  convention  was  added 
to  the  committee  as  chairman. 

The  president  then  read,  as  the  communication  drafted  by  the  secre- 
,  tary  to  be  telegraphed  to  Mr.  Clarke,  of  Massachusetts,  the  following: — 

**  National  Insurance  Convention,  > 

**  No.  156  Broadway,  New  York,  Afay  24,  1871.  > 
**  Hon.  Julius  L.  Clarke,  Insurance  Commissioner^  Boston^  Mass: 

"The  delegates  of  eighteen  (18)  states,  assembled  in  national  conven- 
tion, have  directed  me  to  most  respectfully,  but  urgently,  request  you  to 
immediately  cause  your  insurance  department  to  be  represented  in  its 
body  by  yourself  or  proxy.  The  magnitude  of  the  interests  involved, 
and  the  importance  that  perfect  harmony  of  inter-state  action  should  be 
secured,  makes  it,  in  the  opinion  of  the  convention,  of  the  first  conse- 
quence that  Massachusetts  should  have  a  voice  in  its  deliberations. 
Your  answer  by  telegraph  is  requested. 

"George  W.  Mii.L.KRy  President  0/ tke  Convention. 
*' Attest:  H.  S.  Olcott,  Secretary," 

The  President— I  would  state,  gentlemen,  that  the  Board  of  Under- 
writers have  very  kindly  tendered  us  the  use  of  these  rooms,  not  only 
during  the  sessions  of  the  convention,  but  at  all  times.  There  are  in 
connection  with  this  room  two  or  three  others  which  may  be  used  by 
the  gentlemen  or  by  the  committees,  at  their  pleasure,  during  the  entire 
continuance  of  the  convention. 

And  I  have  also  to  say  that  I  have  received  a  communication  from  the 
Equitable  Life  Assurance  Society,  through  its  president,  inviting  the 
gentlemen  in  attendance  at  the  convention  to  visit  their  buildings  an^ 
receive  and  partake  of  their  hospitality  at  euch  times  as  may  be  con- 
venient to  them,  either  personally  or  in  a  body.  If  any  time  shall  be 
indicated,  they  will  be  happy  to  receive  you.  Is  there  any  further  busi- 
ness before  the  meeting? 

Mr.  W.  E.  Harvey — I  think  I  understood  you  to  say  that  you  had 
invited  the  insurance  companies  to  make  suggestions  to  this  convention. 
I  move  that  they  be  requested  to  hand  in  their  communications  to  this 
committee  that  has  been  appointed,  who  are  to  dispose  of  that,  and 
assign  them  to  their  various  committees. 

Mr.  Smith — I  was  about  to  enquire  whether  it  was  understood  that 
the  fact  that  parties  hand  in  their  communications  would  exclude 
them  from  appearing  before  the  convention,  and  presenting  their  views 
perhaps  more  at  length  than  they  would  feel  like  doing  in  writing.  I 
merely  make  the  enquiry  as  to  what  would  be  the  understanding  if  the 
motion  should  prevail  in  the  form  in  which  it  is  put. 

The  President— Of  course  I  may  state  to  the  gentleman  that  I  have 
not  assumed  to  fix  any  programme  for  the  working  of  this  convention, 
and  preferred  to  leave  the  matter  open  to  be  arranged  according  to  the 
views  of  the  gentlemen  after  they  get  here.  Therefore,  of  course,  we 
have  neither  rules   nor  any  specified  order  of  proceeding,  and  it  is  for 
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70U,  gentlemen,  to  shape  the  course  of  this  convention,  and  I  hope  there 
will  be  entire  freedom  here  in  expressing  views ;  that  no  gentleman  will 
hesitate  for  a  moment  to  make  the  suggestions  that  occur  to  him  as 
practicaUj  useful  and  important  to  the  interests  we  are  here  to  subserve, 
and  that  there  will  be  no  diffidence  or  hesitation;  and  that  you  will 
presume  from  the  outset  that  there  is  nothing  arranged,  but  that  you 
are  to  control  the  whole  matter. 

Now,  as  I  have  before  said  in  pursuance  of  the  suggestion  of  the  gentle- 
man, I  have  invited  parties  to  submit  their  views  to  the  convention,  be- 
cause I  assumed  that  the  convention  would  be  willing  to  hear,  when  it 
assembled,  all  who  had  any  light  to  throw  upon  these  subjects.  Not,  of 
course,  that  these  gentlemen  are  to  be  represented  in  the  convention, 
not  that  they  are  to  influence  its  action,  but  we  want  before  us  all  the 
subjects  which  may  be  suggested  as  proper,  and  then  to  select  such  as 
we  may  desire  to  act  upon,  and  that  is  the  view  I  understand  of  my 
friend  from  Maine. 

I  only  regret  that,  as  I  am  informed,  some  of  the  communications  to 
be  presented  are  not  fully  prepared  yet,  and  that  some  of  them  will  not 
be  presented  to-day.  But  they  are  in  course  of  preparation,  and  will  be 
presented  in  a  day  or  two. 

At  the  same  time,  I  can  see  no  reason  why  the  committee  cannot  be 
tngtLgcd  in  the  consideration  of  some  subjects,  because  we  know  what  a 
great  many  of  the  subjects  are  that  must  necessarily  come  under  our 
consideration,  and  the  committee  may  be  preparing  for  those,  and 
arranging  the  programme  of  the  proceedings  of  the  convention. 

Mr.  Painb — As  one  of  the  committee  named,  I  would  say  that  we  do 
not  want  any  elaborate  communications  this  afternoon,  in  writing.  I 
would  like,  myself,  to  meet  this  afternoon  anybody  that  has  a  word  to 
say,  orally  or  written,  in  this  room,  or  at  our  hotels — I  don*t  care  where 
—to  name  subjects  which  we  may  conclude  to  accept  as  the  subjects 
which  will  occupy  our  attention.  And  then,  when  these  subjects  are 
under  discussion,  I  hope  the  convention  will  hear  anybody  that  nas  any- 
thing to  say  on  them.  We  are  here  as  a  grand  jury  of  inquest  on  the 
insurance  body— not  for  indictment,  but  to  find  the  best  system  for 
practice,  and  I  feel  that  we  want  the  utmost  information  that  we  can 
get,  let  it  come  from  whence  it  will.  I  will  thank  any  man  in  the 
United  Stktes,  let  him  be  who  he  will,  to  come  forward  and  give  any 
light  when  these  subjects  are  under  discussion;  and  I  hope  we  will  find 
a  correct  verdict  upon  the  case. 

We  are  here,  as  1  understand  it,  as  the  friends  of  the  companies,  and 
as  the  friends  of  the  public,  and  if  there  is  any  conflict  between  the  com- 
panies and  the  public,  I  hope  we  are  the  intermediate  parties  who  may 
be  able  to  settle  or  compromise  that  matter,  and  bring  them  to  one. 
But  I  don't  understand  that  there  is  a  great  want  of  harmony.  The 
commissioners  stand  on  the  middle  ground.  They  are  the  power  which 
brings  the  companies  and  the  public  together,  and  keeps  the  one  safe 
and  the  other  secured. 

Now,  I  say,  that  whatever  place  is  agreed  upon,  whether  here  or  at 
our  hotel,  I  should  be  happy  to  receive  any  intimation  from  any  indi- 
vidual whatever,  as  to  the  subjects,  and  not  the  merits  of  the  subjects, 
to  be  brought  before  the  convention ;  and  then,  upon  our  report,  I  hope 
that  we  shall  hear  them  upon  the  merits.  That  is  my  idea  as  one  of  the 
committee.  I  will  ask  the  president  where  he  pro]}oses  to  have  the 
committee  meet. 

The  President — As  I  stated  before,  there  are  rooms  here,  and  there 
is  a  large  room  provided  at  the  hotel— room  52,  Fifth  Avenue  Hotel— 
for  the  common  use  of  the  gentlemen  of  the  convention,  and  they  can 
meet  either  here  or  there. 

Mr.  Atchison- As  the  action  of  this  convention  is  to  be  purely 
advisory,  I  move  that  all  the  executive  officers  and  actuaries  of  the  insur- 
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ance  companies  be  invited  to  participate  in  the  deliberations  of  this 
convention. 

Mr.  Kelsry — I  think  that  might,  with  propriety,  be  left  to  the 
committee  virhich  has  just  been  appointed.  If  I  am  correctly  informed, 
the  representatives  of  the  life  and  fire  interests  in  this  state,  and  also 
of  the  commercial  interests,  have  anticipated  a  convention  of  this 
body,  and,  through  committees  that  will  be  appointed,  will,  at  the 
proper  time,  be  ready  to  co-operate  with  the  convention.  It  strikes  me 
that  the  proper  course  would  be  to  consult  informally  with  such  gentle- 
men connected  with  the  life  and  fire  interests  as  might  choose  to  come 
before  them.  I,  for  one,  as  a  member  of  that  committee,  would  be  very 
glad  indeed  to  hear  those  gentlemen  whoever  ma^  choose  to  come.  I 
think  that  all  the  members  of  the  committee  will  coincide  with  that 
view.  We  can  be  aided  very  much  in  our  duties  by  gentlemen  qualified, 
perhaps,  better  than  any  gentleman  on  that  committee ;  better,  I  am 
sure,  than  myself.  And,  so  far  as  the  organized  interests  are  concerned, 
as  I  said  before,  of  life  and  fire  insurance,  and  of  the  commercial  com- 
munity of  New  York,  it  would  be  proper  that  their  views  should  be  pre- 
sented to  the  convention,  and  not  to  the  committee.  I  merely  make 
this  suggestion,  that  the  committee  we  have  appointed  be  left  to  adopt 
such  a  course,  touching  communications,  in  regard  to  fire,  life  and  com- 
mercial interests,  as  to  them  it  may  seem  best. 

Mr.  W.  E.  Harvey — I  understand  that  this  committee  was  appointed 
for  the  purpose  of  determining  the  questions  to  be  discussed 
by  this  convention.  I  understand  that  a  number  of  gentlemen 
have  prepared  matter  for  this  convention  to  consider,  and  if  that  matter 
can  be  handed  over  to  this  committee,  and  let  them  take  it  up  and  deter- 
mine how  much  or  hi»w  little  of  it  shall  be  discussed.  I  think  it  would 
be  a  good  thing.  I  do  not  mean,  however,  to  go  into  the  details  of  it. 
Let  Sie  gentlemen  who  represent  these  various  interests,  appear  at 
length,  hereafter,  and  give  the  point,  and  object,  they  wish  discussed. 
That  was  the  object  of  my  motion. 

Mr.  PiLLSBURY — I  would  move  an  amendment  to  the  motion  of  the 
gentleman  from  Tennessee,  that  that  subject  shall  be  left  with  the 
committee  already  appointed.  This  would  seem  to  me  opening  a  very 
wide  door,  and  it  seems  to  me«it  would  more  safely  be  lodged  with  that 
committee. 

Mr.  Atchison — I  have  no  objection  to  the  reference  of  the  resolution 
which  I  have  offered  to  that  committee.  It  seemed  to  me  that,  as  we 
wanted  light  on  these  subjects,  perhaps  there  might  be  some  luminous 
bodies  about  us  who  could  give  it.  It  was  with  the  view  of  getting  the 
largest  amount  of  information  that  I  desire  to  add  the  number  of  men 
that  I  see  around  me.     I  acquiesce  in  the  suggestion  of  Mr.  Pillsbury. 

The  motion  of  Mr.  Atchison,  as  amended,  was  then  carried. 

The  PREsroENT — I  was  about  to  suggest,  if  the  convention  will  indulge 
me,  that  this  committee  meet  at  room  52,  at  the  Fifth  Avenue  Hotel, 
this  evening,  and  that  it  may  very  properly  receive  communications 
which  any  person  or  persons  may  choose  to  present.  Of  course,  the 
formal  views  and  documents,  if  such  are  in  existence  or  in  course  of  pre- 
paration, should  be  presented  to  the  convention  hereafter.  But  I  see  no 
reason  why  this  committee  may  not  receive  its  work,«and  begin  to 
map  out,  and  perhaps  fully  succeed  by  to-morrow*€  meeting  in  mapping 
out,  for  instance,  the  sub-committees  which  are  to  be  appointed,  and  a 
general  classification  of  the  subjects,  which  will  be  sure  to  cover  all 
that  will  be  presented,  and  ultimately  considered  as  proper  to  be 
discussed  and  acted  upon.  Of  course  we  don't  want  to  wait  and  rest 
two  or  three  days  here,  deferring  action  until  parties  have  prepared  and 
presented  views.  I  suppose  we  have  subjects  upon  which  we  can  pro- 
-— "-*  *"^  "ct.  There  are  certain  subjects  that  we  all  have  one  opinion  in 
»  the  necessity  of  considering,  and  to  those  we  may  proceed,. 
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and  this  committee  can  report,  if  not  a  full  programme,  at  least  some- 
thing to  do  to-morrow.    Therefore,  I  suggest  the  meeting  to-night. 

The  motion,  now,  of  Mr.  Harvey,  of  Illinois,  that  parties  havmg  pre- 
pared matter  for  submission  to  the  convention  present  to  the  com- 
mittee, was  then  put  and  carried. 

The  President — I  would  suggest  that  this  committee  be  also  author- 
ized and  requested  to  report  such  rules  as  they  may  think  necessary  for 
the  general  guidance  of  the  convention. 

Mr.  Brbese — I  would  make  the  motion  that  this  committee  be  instruct- 
ed to  report  the  time  for  the  convention  to  meet  from  day  to  day,  as 
well  as  rules.     Carried. 

On  motion  of  Mr.  Smith,  of  Kentucky,  the  convention  then  adjourned 
until  Thursday,  at  la  M. 
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SECOND    DAY. 


New  York,  May  25,  1871. 

itional  Insurance  Convention  of  the  United  States  re-assembled,  pur- 

djournment,  at  12  M.,  at  the  rooms  of  the  New  York  Board  of  Fire 

ters. 

lESiDENT  requested  such  delegates  as  might  be  present,  who   did 

id  vesterdav  when  the  roll  of  States  was  called,  to  step  forward  to  the 

's  desk,  and  register  their  names. 

NJAMIN  NoYES,  commissioner  of  insurance,  of  Connecticut,  registered 

>:ncer  moved  that  the  reading  of  the  proceedings  of  yesterday  be  dis- 

th. 

•tion  was  agreed  to. 

Communications  from  Georgia  and  Massachusetts. 

ESIDENT  announced  two  communications  from  Julius  L.  Clarke,  com- 
of  insurance  for  Massachusetts ;  also  a  communication  from  the 
of  Georgia,  and  a  communication  from  the  Comptroller  General  of 

nmunications  were  read  as  follows,  by  the  secretary : 

"Executive  Department,  State  of  Georgia, 

"Atlanta,  Ga.,  May  17,  1871.  " 
EORGE  W.  Miller,  SupU  of  Insurance  Deft,  N,  Y. 
Sir:  I  regret  exceedingly  that  the  Hon.  Madison  Bell,  Comptroller 
if  this  state,  and  the  omcer  under  our  law  who  has  charge  of  the  in- 
iisiness,  finds  himself  entirely  unable  to  be  present  with  you  in  your 
[1.  Major  Bell  has,  however,  forwarded  to  ^our  address  a  communi- 
the  subject,  with  copies  of  laws,  forms,  certificates,  reports,  etc.,  etc., 
k1  by  himself,  and  I  trust  that  you  will  find  his  communication  to  be 
character  as  to  be  received  by  your  convention,  and  read  and  be 
>n  the  minutes  of  your  proceedings.  Very  respectfully, 
,)  "kuFus  B.  Bullock." 

"Comptroller  General's  Office, 

"Atlanta,  Ga.,  May  16,  1871. 
EORGE  W.  Miller,  Suft.  Insurance  Department,  N,  Y. 
Your  letters  of  invitation  to  the  insurance  officer  of  this  State,  to 
insurance  convention  to  meet  in  New- York  on  24th  inst.,  have  been 
te  by  his  Excellency  Governor  Bullock,   for  the  reason  that  the 
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Act  of  March,  1869,  to  regulate  insurance  business,  &c.  in  this  state,  con 
stituted  this  office  the  superintendent  of  that  business.  Prior  to  that  time,  no 
sodx  superintendency  existed,  and  every  insurance  company,  from  whatsoever 
state  or  county,  was  free  to  transact  business  in  the  state  without  let  or  hin- 
drance, all  that  was  required  being  an  annual  state  tax  on  the  premiums  received. 
Under  the  provisions  and  operation  of  the  act  referred  to,  I  am  satisfied  that 
much  good  has  been  accomplished  and  considerable  evil  repressed,  especially 
by  reason  of  the  inability  of  unsound  or  bogus  companies  to  come  up  to  the 
standard  laid  down  by  law,  by  which  they  have  been  entirely  excluded  from  the 
ftate.  The  business  of  insurance  expands  with  the  increase  of  population,  and 
the  returning  prosperity  of  our  material  interests — and  at  present  it  has  assura 
ed  gr&itly  increased  proportions,  to  what  it  was  a  few  years  since.  From  the 
short  period  of  time  for  which  I  have  had  charge  of  the  business,  and  the  con- 
sequent brevity  of  my  experience  therein,  it  follows  that  my  knowledge  of  this 
business  is  necessarily  limited.  Nevertheless,  I  am  satisfied  that  the  conven- 
tion which  has  been  called  at  your  instance,  as  I  understand,  is  a  wise  movement 
in  the  proper  direction,  and,  if  well  attended  by  the  proper  material  in  the  way 
of  delegates,  is  likely  to  result  in  great  advantage  to  the  business  of  insurance, 
as  well  as  to  the  interests  of  the  country  at  large.  I  beg  leave  to  return  you 
my  thanks  for  the  invitation  to  attend  and  participate  in  your  deliberations,  and 
to  express  the  regret  that  I  feel  at  my  inability  to  do  so.  I  assure  you  it  would 
be  a  pleasure  for  me  to  participate  in  proceedings  which  I  believe  are  fraught 
with  so  much  interest  to  the  whole  country. 

"I  trust  the  different  elements,  which  will  cort^pose  your  convention,  will 
prove  harmonious,  and  that  such  action  will  be  taken  as  will  tend  to  harmonize 
and  make  equal,  the  laws  governing  insurance  in  all  the  states ;  and,  that  those 
states  that  have  passed  unfriendly  or  restrictive  laws  as  to  companies  from 
other  states  may  be  induced,  by  the  action  of  your  convention,  to  repeal  such 
laws  at  an  earlv  day,  and  to  leave  to  capital  and  enterprise  the  freest  scope, 
mto  whatever  locality  they  may  see  fit  to  go.  And  especially  is  it  desirable, 
that  those  states  that  prevent  companies  organized  under  their  laws  from 
investing  their  capital  in  other  states,  may  have  their  eyes  opened  to  the  folly 
of  such  restriction,  so  that  it  may  be  erased  from  their  statute  books  at  a  very 
early  day.  Were  all  these  odious  laws  repealed,  retaliatory  legislation  would 
at  once  be  repealed  and  abandoned  by  those  states  that  have  adopted  it,  and 
it  would  not  be  many  years  until  there  would  be  a  just,  honorable  and  harmo- 
nious system  of  insurance  operating  throughout  the  whole  country. 

"  I  send  you  the  desired  papers,  to  wit:  one  of  our  blank  statements,  a  copy 
each  of  certificate  of  authonty  to  company  and  agent,  and  a  copy  of  insurance 
laws  and  instructions 

''Hoping  they  may  reach  you  in  good  time,  and  that  your  convention  may  be 
oomerously  attended  and  its  deliberations  harmonious  and  profitable, 
"I  am,  very  respectfully, 
(Signed,)  "Madison  Bell, 

"  Compt,  General.'' 

"  Boston,  May  24. 
"Hon.   George  W.   Miller,  /V«V  National  Insurance  Convention^ 
Nos,  156-158  Broadway,  New  York. 
''  It  will  be  impossible  for  me  to  be  present  at  the  convention ;  will  write 
to-morrow.  "Julius  L.  Clarke, 

**  Insurance  Commissioner  of  Massachtisetts^'' 

"Boston,  May 2^. 
"  Hon.  George  W.  Miller,  PresU  National  Insurance  Convention^ 
Nos.  156-158  Broadway,  New  York. 
•*  Dear  Sir :   Receiving  jrour  dispatch  of  yesterday  at  the  moment  I  wa* 
leaving  the  city,  my  condition  of  health  compelling  brief  office  hours,  I  could 
only  reply  in  a  word,  thinking  I  might  possibly  arrange  to  send  a  represen- 
tative to  tiie  convention  over  which  you  preside,  but  the  reorganization  of  my 
department  business,  this  week  in  progress,  together  with  personal  interests 
and  other  considerations  connected  with  pending  legislation  here,  seem  to  in- 
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terpose  insuperable  obstacles.  Thanking  Che  conventiv»n  for  its  courteous 
consideration^  I  have  no  doubt  its  deliberations  will  result  in  harmonious  and 
successful  action.    Very  respectfully, 

*' Juuus  L.  Clarke. 
**  Insurance  Commissioner  of  Massachusetts,^* 


On  motion  of  Mr.  Caldwsll,  the  communications  were  ordered  spread 
upon  the  minutes. 

The  President  inquired  if  the  committee  appointed  last  evening  to  report 
upon  certain  matters  was  ready  to  report. 

Mr.  Smith  said :  Mr.  President,  my  understanding  of  the  matter  is,  that  the 
naming  of  subjects  has  not  been  completed,  and  that  we  had  better  postpone 
our  action  until  after  we  receive  from  tne  various  insurance  companies  the  com- 
munications that  are  expected. 

In  the  meanwhile,  at  the  request  of  the  committee,  and  in  their  name,  I  will 
read  the  following,  in  reference  to  a  resolution  that  was  offered  yesterday : 

*'  Mr.  Atchison  moved  that,  as  the  action  of  this  convention  is  to  be  purely 
advisory,  all  executive  officers  and  actuaries  of  the  insurance  companies  are  to 
be  invited  to  participate  in  the  deliberations  of  this  convention." 

This  resolution  was  referred  to  the  committee,  and  I  was  requested,  after  a 
discussion  and  general  understanding  as  to  what  our  views  were,  to  prepare  this 
as  a  report : 

This  is  an  assembly  of  state  officers  of  insurance.  The  members  are  present 
under  executive  authority ;  and,  whilst  it  is  the  earnest  desire  of  the  officers 
here  present  to  receive  information  in  regard  to  the  great  business  interests  en- 
trusted by  law  to  the  individual  members  of  this  convention  in  their  respective 
states,  it  is  not  considered  expedient  to  introduce  as  members  any  persons  other 
than  those  named  in  the  letter  of  invitation,  under  which  this  convention  is 
assembled. 

It  is,  therefore,  reconmiended  that  in  addition  to  the  invitations  already  ex- 
tended to  the  insurance  organizations  in  this  and  other  cities,  that  this  conven- 
tion now  declares  its  readiness  to  willingly  accept  written  communications  from 
any  source,  on  the  practical  questions  now  before  them,  and  will,  in  case  it  is 
desired,  entertain  a  proposition  from  any  person,  to  appear  before  this  conven- 
tion and  verbally  explain  or  enlarge  upon  particular  pomts  alluded  to  in  previous 
written  communications. 

Rules  op  Order. 

Mr.  Kelsey,  from  the  committee  appointed  for  the  purpose,  presented  the 
following  rules  for  the  government  of  the  convention. 

1.  The  general  rules  for  the  government  of  this  convention  shall  be  those 
observed  by  deliberative  bodies  generally. 

2.  The  time  for  opening  the  daily  sessions  shall  be  ii  o'clock  in  the  forenoon. 

3.  No  member  shall  speak  more  than  twice — occupjring  twenty  minutes  in 
all — on  one  question. 

4.  Each  state  shall  be  entitled  to  one  vote  only  dn  all  questions. 
On  motion  of  Mr.  Caldwell,  the  report  was  adopted. 

Mr.  Caldwell  said :  If  the  committee,  as  they  state,  are  not  yet  ready  to 
report  on  the  business  which  should  properly  come  before  this  convention,  I 
think  we  will  be  economizing  time,  if  we  proceed  without  waiting  for  that  re- 
port. The  President,  in  his  address  to  us  yesterday,  fully  stated  the  objects  of 
the  convention,  and  the  questions  which  we  were  to  consider,  and  he  stated 
them  quite  concisely.  And  I  now  move  that  this  convention  take  up  the  ques- 
tions suggested  by  the  chair,  and  in  the  order  suggested  by  the  chair,  and  that 
committees  be  appointed,  to  whom  the  dififcrent  parts  of  business  shall  be 
referred.  This  would  not  exclude,  as  a  matter  of  course,  the  introduction  of 
any  questions  not  enumerated,  should  any  member  feel  so  disposed.  This  will 
commence  our  work. 

The  President— I  think  Mr.  Smith  will  explain  the  object  of  the  committee 
in  making  this  report,  if  the  gentleman  from  Indiana  will  allow  him 

Mr.  Caldwell— Certainly. 
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Mr.  Smith — ^I  am  requested,  on  the  part  of  the  committee,  to  whom  this  sub- 
ject was  referred,  lo  state  that  we,  perhaps,  could  have  concluded  this  division, 
established  it,  at  least,  in  our  judgment,  and  submitted  it  to  the  convention ;  but 
it  was  deemed  more  appropriate  and  preferable  that  we  should  first  receive  the 
communications  from  the  different  insurance  oreanizations,  that  were  ex- 
pected this  morning;  thinkine  we  might  profit  by  their  ideas  and  suggef*ions. 
I  have  no  doubt  they  will  inmoate  to  us  practical  points  for  our  attention.  I 
think  we  can  then  make  ready  our  report  m  ten  minutes. 

Mr.  W.  E.  Harvey— I  would  Kke  to  inquire  if  the  committee  have  any  in- 
timation  of  how  long  it  will  l>e  before  the  communications  are  received 

The  President— I  understand  two  of  these  communications  are  ready  now. 
If  it  is  the  will  of  the  convention,  I  will  call  for  them  at  this  time. 

Communication  from  the  Life  Insurance  Companies. 

Such  being  the  pleasure  of  the  convention, 

Mr.  F.  S.  Winston,  President  of  the  Mutual  Life  Insurance  Company  of 
New  York,  said :  Mr.  President  and  gentlemen,  I  will  only  detain  you  by 
reading  the  proceeding  of  a  meeting  of  Life  Insurance  Companies,  held  on 
the  2oUi  instant.  I  thmk  it  would  he  more  decorous  on  our  part,  and  would 
save  the  time  of  this  convention,  simply  to  present,  in  as  succinct  a  manner  as 
possible,  the  important  points  that  were  deaded  upon  at  that  meeting. 
Mr.  President  and  Gentlemen  of  this  Convention: 

I  appear  before  you,  with  my  colleagues  on  the  committee,  as  the  elected 
representatives  of  the  life  insurance  companies  of  this  state,  and  also  of  such 
otncr  companies  as  were  able  to  meet,  upon  your  suggestion  and  recommenda- 
tion, in  this  city,  for  consultation  and  action,  on  the  20lh  inst. 

This  meeting,  composed  of  officers  of  nearly  all  the  life  insurance  compa- 
nies doing  busmess  m  this  state,  and  others,  was  deeply  impressed  with  the 
great  importance  of  this  convention,  and  looked  with  lively  interest  and  expec- 
tation to  the  results  of  your  deliberation  and  action. 

They  believe  it  inaugurates  a  new  era  in  the  history  of  insurance  in  this 
country,  and  one  which  will  develop  that  community  of  interest  among  the 
state  departments  which  should  exist,  and  will  lead  to  that  co-operation  and 
uniformity  in  state  laws  and  the  requirements  under  them  so  earnestly  sought 
for  by  all  interested  in  the  vast  business  of  insurance  in  its  various  branches. 

The  brief  report  of  the  proceedings  of  that  meeting  I  will,  with  your  per- 
mission, now  present. 

It  contains  tut  few  principles  and  points,  because  it  was  deemed  both  res- 
pectful and  proper  toward  this  convention,  who  would  have  the  interests  of 
other  branches  of  insurance  to  consider,  not  to  burden  them  with  any  business 
or  suggestions  but  such  as  were  of  real  gravity  and  importance. 

This  convention  will  give  such  weight  as  in  their  opinion  is  fitting  and  pro- 
per to  the  fact  that  each  request  and  recommendation  herein  contained  had  the 
unanimous  vote  of  every  company  represented  at  that  meeting,  and  since  from 
all  who  were  not  there,  whose  opinions  have  been  ascertained  and  expressed. 

On  the  sul^ects  contained  in  this  report,  we  present  an  undivided  body,  re- 
presenting a  large  proportion  and  preponderance  of  the  business  of  life  insur- 
ance in  tms  country. 

IVhereaSf  The  Hon.  George  W.  Miller,  superintendent  of  the  insurance 
department  in  this  state,  has  officially  informea  the  life  insurance  companies 
that  the  heads  of  insurance  departments  of  the  different  states  were  to  meet  in 
this  city  on  the  24th  inst.,  to  consider  and  discuss  matters  pertaining  to  their 
duties,  and  also  such  as  are  vital  to  the  interests  of  insurance  in  its  several  de- 
partments-; and  has  invited  the  said  companies  "by  such  means  as  they  shall 
deem  best  to  lay  before  the  convention  such  matters  as  they  may  regard  as  im- 
portant to  be  considered  " — therefore 

Resolvedy  That  the  life  insurance  companies  acknowledge  the  courteous  invi- 
tation officially  extended  to  them  by  Mr.  Miller,  and  accept  the  same,  and  that 
they  will  co-operate  with  each  other  and  with  other  branches  of  insurance  in 
presenting  such  topics  to  the  convention  as  they  deem  of  highest  importance  to 
their  general  interests  and  to  the  advantage  of  the  public  at  large. 
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Pfso/vfd,  That  for  the  more  convenient  and  efficient  preparation  and  presen- 
tation of  the  topics  which  the  life  insurance  companies  deem  essential  to  their 
interests  to  be  thus  considered  by  the  convention,  a  committee  consisting  of 
five  delegates  be  appointed  whose  duties  shall  be, 

Firstf  to  place  themselves  in  communication  with  the  convention  as  repre- 
senting the  life  insurance  interests  of  this  country. 

Secondly^  To  prepare  and  present  to  the  convention  such  fundamental  and 
important  topics  and  matters  of  common  interest  connected  with  the  business 
of  insurance  as  they  may  have  the  opportunity  and  the  ability  to  lay  before  that 
body,  with  the  reasons  for  the  same  when  necessary  or  when  required. 

Thirdly^  That  among  the  points  of  highest  interest  to  be  presented  and  ad- 
vocated, the  following  are  recognized  by  this  meeting  as  of  primary  impor- 
tance : 

ist\  Uniformity  in  the  forms  of  annual  reports  and  other  requirements  made 
by  the  different  state  departments  of  insurance. 

Each  state  department  requires  substantially  the  same  information.  At  pre- 
sent each  state  has  its  own  torms,  customs,  and  requirements.  They  are  not 
only  different  in  their  methods  of  getting  at  the  same  facts,  but  many  questions 
require  an  answer,  where  they  are  asked  by  persons  without  practical  expe- 
rience, which  really  develop  no  important  point. 

The  necessity  for  filling  up  blanks  so  different  in  their  character  and  arrange- 
ment, necessitates  a  very  great  amount  of  labor,  and  often  perplexity,  on  the 
part  of  the  companies,  and  is  of  no  real  use  to  the  states  whicn  require  it. 

If  the  convention  can  arrive  at  a  series  of  questions  which  will  develop  all 
important  points  on  which  information  is  desired,  and  also  such  blank  forms  as 
are  necessary  for  the  different  purposes  re<^uired,  and  adopt  the  same,  they  will 
save  a  lar^e  amount  of  labor  to  the  companies,  and  will  thus  attain,  in  a  simpler 
form,  the  mformation  they  seek. 

2d  The  adoption  of  the  same  basis^  principles  and  system  in  the  valuation 
of  policies  ana  computation  of  reserves  by  the  different  state  departments  where 
such  valuations  and  computations  are  to  be  made. 

The  importance  of  such  a  system  and  basis  is  becoming  more  and  more  felt 
everv  year. 

Tne  variation  in  different  states,  and  by  different  companies  at  the  present 
time  is  so  considerable,  and  so  seriously  affects  the  safety  and  prosperity  of  the 
business  of  life  insurance,  that  the  subject  should  be  thoroughly  discussed  and 
decided  upon  only  after  full  examination,  with  all  the  light  tnat  science  and 
experience  can  shed  upon  it. 

yl.  The  acceptance  by  each  state  departtnent  of  the  valuations  made  by  any 
other  state  department  (in  which  the  companies  were  incorporated)  when  pro- 
perly performed  on  sound  and  recognined principles  and  an  uniform  basis. 

Tne  economy  of  time  and  money,  when  such  reciprocal  labor  can  be  per- 
formed and  accepted,  is^  perhaps,  a  sufficient  argument  for  the  course  indicated. 

4M.  The  lists  of  policies  and  securities  in  detail  required  in  the  annttal 
statements  to  be  made  to  one  state  department  only^  and  the  certificate  of  the 
total  amount  of  such  policies  and  amount  and  value  of  siich  assets  from  said 
dei>artment  where  maae  to  be  deemed  sufficient  in  all  other  state  departments. 

The  labor  of  preparing  detailed  lists  of  policies,  and  also  of  securities  held — 
especially  when  these  securities  are  bonds  and  mortgages — is  so  great  with 
some  companies,  that  it  would  require  the  constant  labor  of  one  or  two  indivi- 
duals, durmg  much  of  the  year,  to  prepare  a  single  list.  When  this  labor  is 
multiplied  by  the  same  requirements  from  different  states,  it  will  be  seen  that 
this  burden  will  sooA  become  intolerable.  If  given  to  one  state,  then  the  total 
of  the  different  classes  of  assets,  and  of  descriptions  ot  insurance^  could  be 
reported  by  the  state  department  to  which  it  was  made,  thus  securing  entire 
fulness  ot  information,  attainable  at  any  time  when  needed,  while  the  labor  of 
the  different  companies  would  be  vastly  abridged. 

SM.  The  deposit  of  securities  by  the  companies  to  be  made  in  the  state  only 
in  which  the  company  was  incorporated^  tf  there  required^  and  the  certificate 
of  such  deposit  from  the  insurance  department  of  the  state  where  made^  to  be 
accepted  by  all  other  state  departments. 


Digitized  by 


Google 


21 

These  deposits  n^en  required  snd  made  are,  by  the  terms  of  agreement 
between  the  state  and  the  company,  to  remain  as  long  as  any  of  the  company's 
policies  or  obligations  are  in  force. 

Take,  for  instance,  the  policy  of  a  yonne  man  of  ai.  His  expectation  of  life 
at  that  age  is  39  years.  The  company  then  making  the  deposit  would  ordi- 
narily be  unable  to  withdraw  it  for  39  years.    It  may  reach  fifty  or  more  years. 

This  will  exhibit  the  inconvenience  to  which  companies  might  be  put  in  case 
of  a  withdrawal  from  business,  or  if  for  any  other  reason  thev  desire  to  close 
their  affairs  in  a  particular  state,  and  would  render  it  practically  impossible  so 
long  as  any  obligations  existed  in  that  state. 

We  have  now  upwards  of  forty  states  and  territories,  each  one  having  equal 
rights  to  call  for  deposits  from  the  difiSerent  comj^nies  as  the  other.  Suppose 
a  lite  insurance  company  to  have  made  the  required  deposits  in  each  of  these 
different  states,  and  through  any  excess  of  mortality  or  other  contingency,  to 
require  the  use  of  a  considerable  proportion  of  its  assets.  It  will  be  readily 
perceived  it  would  be  impossible  ior  them  to  respond  to  any  except  ordinary 
demands.  Add  to  this  the  fact  that  these  deposits  are  usually  required  to  be 
made  in  securities  which  do  not  pay  the  largest  rates  of  interest,  and  which  are 
in  the  custody^  in  many  cases,  of  state  officers,  elected  perhaps  but  for  a  single 
year,  and  it  will  be  seen  that  they  would  be  likely  not  only  to  prove  unprofit- 
able, but,  in  many  cases,  might  be  in  imsafe  custody. 

Every  consideration  of  prudence  and  convenience  leads  to  the  confining  ot 
these  deposits  to  a  single  state.  Indeed,  it  does  not  appear,  under  the  re- 
stricted charters  of  many  of  our  companies,  that  they  have  the  ri^ht  so  to  scat- 
ter the  funds  committed  to  their  keeping  for  the  payment  of  their  obligations, 
by  placing  them  out  of  their  custody  and  control  m  other  states  than  that  giving 
them  their  charter. 

6M.  The  appointment  of  one  agent  or  attorney  only  in  each  State  to  be  re- 
quired by  it  to  accept  legal  service  in  behalf  of  a  company  ^  thereby  avoiding  great 
possible  dangers. 

The  propriety  of  appointing  an  agent  to  accept  le^al  service  in  a  state  where 
the  company  has  no  assets  is  questionable.  But  evidently  in  so  grave  a  matter 
as  accepting  service  for  a  company  at  a  distance,  in  another  state,  when  the 
company  may  not  be  apprised  of  any  cause  of  complaint  or  of  action,  and 
where  judgment  may  be  unjustly  and  fraudulently  obtained  by  the  connivance 
of  such  an  agent  and  attorney,  without  its  having  come  to  ttie  notice  of  the 
company,  this  power  should  not  be  delegated  except  in  the  most  guarded  man- 
ner ;  and  where  such  an  agent  or  attorney  is  required  in  a  state,  he  should  be 
carefully  selected  by  the  company  for  his  character,  discretion  and  integrity. 

The  making  of  every  solicitor  or  person  who  does  any  business  for  Uie  com- 
pany an  agent  to  accept  service,  is  holding  out  an  inducement  to  unworthy  and 
tricky  parties  to  seriously  injure  and  embarrass  the  company  toward  which 
they  might  feel  hostile,  or  for  sinister  purposes,  which  should  not  be  tolerated. 

6th,  Taxation,  If  not  practicable  to  have  it  entirely  removed  from  Life  In- 
surancCf  to  be  made  uniform  and  reasonable  in  the  different  states^  and  not  com- 
plicated and  oppressive  t  as  at  present  in  many  portions  of  the  country, 

life  Insurance,  in  the  opinion  of  your  committee,  should  be  entirely  exempt 
from  taxation. 

It  is  a  burden  upon  the  prudence  and  forecast  and  affection  of  a  class  of  the 
community  generally  far  from  wealthy,  and  very  often  poor,  who  are  striving 
from  year  to  year  to  lay  aside  somethmg  for  the  "benefit  of  their  families,  and  to 
keep  them  from  want  and  from  becoming  pecuniary  burdens  upon  the  state 

Both  sound  political  economv  and  common  humanity  would  point  to  reliev- 
ing this  class  of  persons  and  their  scanty  property  from  any  unnecessary  bur- 
den. If,  however,  this  entire  relief  is  impracticable,  taxation  should  be  uniform 
as  between  the  different  states,  and  reasonable  in  its  amount,  and  should  be 
limited  to  the  collection  of  fees  to  sustain  the  several  state  insurance  depart- 
ments  in  their  designs  and  not  be  paid  into  the  treasury  of  the  state. 

It  should  be  uniform  in  whatever  shape  it  takes,  because  if  one  state  taxes 
the  members  of  a  mutual  hfe  insurance  company,  and  another  state  does  not, 
evidently  if  equity  prevails  in  the  distribution  of  gains  or  dividend,  they  wiU 
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be  forced  to  impose  and  distribute  the  aggregate  tax  paid  to  such  state  among 
the  policy-holders  of  that  state,  and  not  throw  the  burden  upon  the  policy- 
holcfer  of  states  where  no  such  imposition  is  made.  This  will  oe  just  in  prin- 
ciple, and  also  a  necessity  when  such  burdensome  taxation  is  laid  upon  life 
insurance  companies  who  are  required  by  their  charters  to  distribute  these 
dividends  equitably  among  all  the  policy-holders. 

The  effect  of  onerous  taxation  is  politically  bad.  It  engenders  retaliatory 
legislation  and  provokes  sectional  prejudice  and  bad  feeling. 

When  one  state  struggles  to  extract  through  taxation  all  that  is  possible 
from  corporations  or  individuals,  chartered  or  resident  in  other  states,  it  cre- 
ates and  keeps  alive  a  feeling  of  iealousy  and  distrust  inconsistent  ^nth  that 
fraternal  feehng  which  should  be  cherished  by  our  people  in  every  part  of  our 
common  country. 

The  subject  is  one  of  great  importance,  not  only  to  the  companies  thus  taxed 
but  also  to  their  policy-holders  and  to  the  country  at  large. 

8th.  Such  other  matters  of  interest  as  the  committee  may  deem  important  to 
present. 

The  committee  are  also  empowered  and  requested  to  perform  the  following 
duties : 

1st.  To  assess  and  collect  from  the  different  companies  such  sums  as  are 
necessary  to  defray  that  proportion  of  the  expenses  of  this  convention  as 
properly  belongs  to  this  department  of  insurance. 

2d.  The  cordial  co-operation  with  the  representatives  of  the  fire  and  marine 
insurance  companies  in  all  matters  of  common  interest. 

3d.  The  calhng  a  meeting  of  the  life  insurance  companies  during  the  session 
of  the  convention  for  presentation  or  for  any  other  purpose  of  interest  connected 
Uierewith,  and  for  a  final  report  of  their  proceedings  when  completed. 

On  motion  of  Mr.  Kelsey,  the  communication  was  referred  to  the  com- 
mittee on  the  order  of  business. 

Communication  prom  the  New- York  Board  of  Fire  Underwriters. 

The  following  communication  was  presented,  from  the  Board  of  Under- 
writers, by  Mr.  Geo.  T.  Hope,  President  of  the  Continental  (Fire)  Insurance 
Company,  and  Chairman  of  the  Special  Committee  of  the  Board  of  Underwriters. 

Mr.  Hope  said :  Mr.  P/esident  and  Gentlemen,  allow  me  to  say  a  few  words 
preliminary  to  the  paper  which  I  propose  to  read  to  you. 

As  your  President  yesterday  was  stating  the  purpose  he  had  in  view,  with 
regard  to  this  meeting,  I  watched  with  a  ^reat  deal  of  interest,  for  the  place 
where  the  fire  insurance  came  in.  It  did  come  in,  about  half  through  the 
document,  but  it  went  out  so  quickly  that  I  began  to  feel  uneasy  about  it,  until 
I  recollected  what  I  had  heard  stoted  a  long  while  ago,  as  an  explanation 
under  somewhat  similar  circumstances. 

A  gentleman  had  a  pair  of  horses  to  sell.  They  differed  somewhat  in  excel- 
lence. He  took  especial  pains  to  speak  very  strongly  and  frequently  of  that 
animal  which  was,  manifestly,  not  the  finest,  until  the  purchaser  asked  the 
reason  why.  "  Oh  I"  he  said,  **  That  horse  doesn't  need  talking  about ;  any- 
body can  see  he's  all  right."  I  presume,  Mr.  President,  that  is  the  case  in 
regard  to  fire  insurance.    [laughter,] 

If  we  needed  an  introduction  to  you  further  than  we  already  enjoy,  and,  if 
anything  were  necessary  to  place  fire  insurance  before  you  for  consideration, 
as  well  as  that  other  to  which  we  pay  .•  o  much  respect  and  which  is  of  great 
value— life  insurance— I  might  refer  to  the  statement  of  the  President  yesterday, 
that  life  insurance  was  born  in  this  century,  in  this  country,  and  then  to  the 
charter  of  a  fire  insurance  company,  granted  in  the  last  century-  a  company  still 
in  existence  and  useful,  and  then  say :  **  We  are  entitled  to  a  place  among  you.*' 

To  the  National  Insurance  Convention: 

Gentlemen:  In  compliance  with  the  courteous  invitation  of  the  superin- 
tendent of  the  insurance  department  of  this  state  to  the  New  York  Board 
of  Fire  Underwriters,  '*  to  submit  to  the  convention  of  state  ofllicers  having 
charge  of  the  business  ot  insurance  in  their  several  states,  such  views  at 
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might  be  deemed  important  to  be  considered  as  connected  with  the  fire 
branch  of  insurance,"  that  board  appointed  the  undersigned  a  committee 
charged  with  the  performance  of  that  duty.  The  committee  desire  to 
express  the  gratification  felt  by  the  officers  of  the  companies  that  this 
convention  has  been  summoned  and  that  it  is  attended  by  so  many  of 
those  who  hold  these  responsible  positions  in  their  resp^tive  states. 

The  vast  importance  of  the  busmess  of  fire  insurance  is  not  generally 
understood,  either  by  the  people  or  by  their  legislative  representatives, 
and,  until  recently,  the  control  which  the  states  have  chosen  to  exercise 
over  the  insurance  companies,  was  allowed  to  remain  as  an  incidental 
and  an  unimportant  attachment  to  the  financial  or  some  other  department 
of  the  several  states.  During  the  last  lo  years  the  condition  of  afiairs 
has  been  undergoing  a  rapid  change  for  the  better.  In  many  of  the 
states  independent  departments  have  been  established,  and  in  others  the 
intelligent  officers  having  control  of  a  department  which  embraced 
iiidurance  as  a  part  of  its  duties,  have  recognized  the  importance  of  thio 
portion  of  those  duties,  and  have  given  character  to  the  subject  by  erect- 
ing a  subdivision  with  especial  regard  to  this  busine»to. 

It  may,  to  some  of  the  members  of  this  convention,  seem  quite  super- 
fluous to  attempt  an  illustration  of  the  importance  of  the  business  as 
compared  with  that  of  other  financial  institutions,  and  therefore  your  time 
will  not  be  occupied  longer  in  this  direction  than  is  re<^uired  to  say, 
that  to  prevent  the  people  from  sustaining  loss  by  the  failure  of  insur- 
ance companies,  is  of  much  greater  importance  than  it  is  to  save  the 
billholders  of  banks  from  losing  by  the  failure  of  banking  institutions, 
and  the  last  was  long  the  object  ofgreat  care  and  supervision,  while  the 
former  was  almost  neglected. 

It  is  easy  to  understand  that  when  a  bank  fails  no  one,  as  a  rule,  is 
likely  to  suffer  severely,  excepting  those  comparatively  well  able  to 
sustain  the  loss,  while,  on  the  other  hand,  the  failure  of  an  insurance 
company  involves  individuals,  not  in  small  losses,  but  in  large  ones; 
the  parties  who  hold  its  policies  having  in  many  cases  a  large  portion, 
and  sometimes  all  they  possess,  involved  in  the  failure  of  the  company. 
Many  such  a  propertyholder,  dispirited  and  heart-broken  by  the  failure 
of  an  insurance  company  to  pay  his  claim  of  a  few  hundreds  or  thou- 
sands of  dollars,  has  sunk  into  beggary  and  become  a  tax  upon  the 
community.  At  the  other  extreme,  the  facts  show  with  equal  distinct- 
ness how  necessary  it  is  that  the  business  of  insurance  should  be  wisely 
fostered  and  controlled.  If  security  could  not  be  obtained  against  the 
risk  of  his  property  being  destroyed  by  fire,  what  capitalist  would  be 
justified  in  having  in  his  warehouse  the  large  amounts  now  so  frequently 
held  and  which  seem  essential  to  the  conduct  of  an  economical  and 
profitable  business. 

It  would  seem  that  this  business  had  grown  with  the  demand  for  it,  so 
gradually  as  to  be  unobserved,  and  its  importance  overlooked,  until  the 
multiplied  misfortunes  or  frauds  of  many  unsubstantial  insurance  com- 
panies a  dozen  or  fifteen  years  since,  constrained  attention  to  the  entire 
subject. 

A  very  few  statistics  will  make  apparent  the  magnitude  of  the  business 
of  fire  insurance  in  this  country,  and  be  more  effective  than  anything 
else  to  exhibit  its  importance  and  the  dignity  and  responsibility  in  this 
respect  of  those  who  occupy  the  positions  held  by  the  members  of  this 
convention. 

The  amount  insured  throughout  the  country  during  the  year  1870  by 
the  companies  reporting  to  the  New  York  insurance  department,  as 
aroears  by  reports  made  to  that  deparlment,  exceeds  $4,800,000,000. 

The  amount  paid  by  these  companies  for  fire  losses  during  the  same 
period  exceeded  $23,800,000.  Some  of  these  companies  transact  a  large 
marine  and  inland  navigation  business  not  included  in  these  figures. 
When  it  is  remembered   that  there  are  many  companies  in  the  several 
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states  which  have  no  agencies  in  this  state,  it  is  evident  that  a  large 
percentage  must  be  added  to  these  sums  to  enable  us  to  understand  the 
vast  magnitude  of  this  branch  of  the  insurance  business. 

Its  jpresent  extent  being  so  great,  how  shall  we  estimate  the  future 
magnitude  of  this  indispensable  branch  of  commerce;  this  ally  of  every 
exhibition  of  industry  and  art? 

The  substantial  insurance  companies  (and  there  are  many  such),  doing 
business  in  the  country,  welcome  any  ant*  every  measure  which  is 
adapted  to  protect  the  real  interests  of  propertyholders. 

They  recognize  most  fully  that  the  interests  of  such  companies  and  of 
the  honest  insuring  public  are  identical,  and  thev  are  therefore  gratified 
to  respond  to  any  intelligent  and  well  considereo  requisition  from  insur- 
ance departments.  Indeed,  it  is  more  than  probable,  that  much  the 
larger  part  of  the  enquiries  found  in  the  various  forms  for  annual  returns, 
have  been  suggested  by  the  officers  of  insurailce  companies  who  have 
been  willing  to  communicate  all  essential  information  respecting  the 
institutions  under  their  control. 

Trusting  that  it  needs  no  further  argument  to  assure  the  members  oi 
this  convention,  that  in  making  any  suggestions  herein  presented,  the 
members  of  the  New  York  Board  of  Fire  Underwriters  are  actuated  only 
by  a  desire  to  have  the  conduct  and  control  of  the  business  intelligently 
placed  upon  such  a  just  and  substantial  foundation  as  its  vast  extent  and 
importance  demand,  the  committee  call  your  attention,  very  respectfully, 
to  the  following  points : 

First.  The  companies  are  subjected  to  ereat  labor,  expense  and  annoy- 
ance b^  the  numerous  and  generally  unimportant  variations  which  are 
found  in  the  blank  forms  adopted  by  the  different  states,  for  the  returns 
to  be  made  by  the  companies  to  such  states.  It  has  become  almost  im- 
possible with  the  aid  of  all  the  clerical  force  that  can  be  employed  to 
advantage,  for  a  company,  engaged  in  an  extensive  business,  and  con- 
scientiously determined  to  comply  as  closely  as  is  possible  with  the  let- 
ter and  the  spirit  of  these  differing  requirements,  to  complete  the  prepa- 
ration for  complying  with  them,  between  the  close  of  the  year  and  the 
period  fixed  by  the  laws  of  the  several  states,  within  which  the  returns  are 
to  be  filed. 

If  this  convention  shall  unite  in  adopting  a  common  form  for  the 
annual  returns  of  the  companies,  which  shall  embrace  all  of  the  really 
valuable  features  contained  in  all  of  those  now  in  use,  and  reject  all  that 
are  useless  or  of  very  little  consequence,  it  will  result  not  only  in  a  de- 
cided gain  to  the  companies,  but  in  a  more  prompt  rendering  of  the 
returns  to  the  several  state  departments. 

It  is  also  of  obvious  importance  that  all  returns  be  made  to  the  same 
date. 

Without  further  argument  or  illustration,  this  subject  is  dismissed,  as 
it  is  understood  that  Uie  National  Board  of  Underwriters  has  appointed 
a  committee  to  place  the  matter  before  this  convention  in  a  manner  befit- 
ting its  importance. 

Second.  The  subject  of  taxation  and  license  fees  is  one  which  ought 
to  be  considered  with  more  broad  and  enlightened  views  than  have  hith- 
erto been  given  to  it  in  a  number  of  the  states. 

The  business  of  insurance  would  seem  to  be  regarded  as  a  '*  placer  *' 
rich  and  exhaustless;  as  furnishing  an  immense  profit  to  the  companies, 
and  as  presenting  a  ready  and  proper  source  from  which,  by  taxation,  to 
supply  the  treasuries  o  state,  and  city,  and  county  and  town,  ard  even 
of  other  institutions  and  beneficent  organizations. 

There  are  at  least  two  serious  errors  committed  in  this  onerous  taxa- 
tion. One  is  shown  by  the  fact  that  the  business  is  not  one  of  great 
profit.  Statistics  gathered  from  the  returns  made  for  a  series  of  years, 
prove  that  less  than  eight  per  cent  of  all  the  premiums  received  during 
fifteen  years  past,  has  remained  after  the  inevitable  losses  and  expenses 
have  been  paid. 
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The  companies  vrould  have  been  lon^  since  taxed  out  of  existence  in 
tereral  states,  but  for  a  law  of  trade  as  inflexible  as  the  law  of  gravita- 
tion. Anjr  community  can  add  just  what  it  pleases  to  the  cost  of  insur- 
ing, bj  taxing  th^  companies  who  issue  policies,  but  thej  must  pay  the 
amount  in  enhanced  premiums.  Just  as  certainly  as  a  place  contaming 
buildings  improperly  constructed,  or  insufficiently  protected  by  fire  de- 
partments, is  compelled  to  pay  for  the  consecjuently  increased  liability 
to  loss  by  fire  in  enhanced  cnarges  for  insunng,  so  certainly  the  taxes 
imposed  upon  companies  have  to  be  contributed  by  the  citizens  for  whose 
apparent  benefit  they  are  imposed.  It  needs  no  argument  to  show  that 
it  IS  the  interest  of  every  state  that  every  one  of  its  honest  citizens,  who 
possesses  property,  should  be  guaranteed  against  loss  growing  out  of  its 
destruction  by  fire. 

It  is  the  interest  of  a  state  that  its  citizens  should  be  provident,  that 
they  be  not  disheartened  by  the  sudden  destruction  of  the  result  of  per- 
haps years  of  toil  and  8el^•denial.  A  tax  upon  insurance  is  a  tax  upon 
the  providence  of  the  people,  and  some  day  states  will  become  so  wise 
as  to  refuse  to  perpetrate  such  a  wrong. 

In  the  meantime  it  is  respectfully  ur^ed  that  sucli  an  approximation 
should  be  made  to  this  degree  of  far-sighted  wisdom,  as  to  restrict  the 
taxes  to  some  just  percentage  of  the  net  amount  of  premium  receipts 
from  any  state,  remaining  after  the  losses  and  expenses  in  that  state 
have  been  paid.  And  further,  afte^  the  state  has  fixed  the  amount  which 
is  to  it  satisfactory,  it  would  appear  that  no  member  of  the  common- 
wealth, whether  city  or  county,  town  or  village,  or  any  institution  within 
them,  should  be  permitted  to  impose  any  further  tax  upon  the  com- 
panies. 

The  New  York  Board  of  Underwriters  urge  these  considerations  upon 
the  superintendent  and  upon  the  legislators  of  their  own  state ;  and  this 
is  done  with  full  knowledge  that  this  state  affords  as  promising  a  field 
for  the  business  as  is  found  within  the  Union ;  and  that  driving  out,  by 
means  of  such  taxation,  deposits  and  other  vexatious  restrictions,  all 
but  local  companies,  would  be  more  to  the  apparent  advantage  of 
the  local  companies.  The  general  estimation  in  which  this  field  is  re- 
garded by  underwriters  is  exhibited  by  the  fact,  that  in  1867  (as  shown 
by  the  superintendent's  report  for  that  year,  published  in  iSiSS,)  there 
were  within  its  borders  11^4  agents  of  44  companies  from  other  states, 
and  27  agents  of  4  companies  from  foreign  countries. 

The  later  issues  of  the  department  do  not  furnish  the  number  of 
agents,  but  it  is  found  that  the  number  of  companies  represented  by 
agents  is  increased  to  6p,  and  doubtless  the  number  of  agents  has  been 
increased  in  the  same,  if'^not  in  greater,  proportion. 

The  New  York  Board  suggest  nothing  that  may  seem  to  be  to  the 
advantage  of  its  members  in  other  states,  beyond  what  it  is  quite  dis- 
posed to  have  this  state  accord  to  the  companies  coming  from  such 
states  to  divide  with  themselves  the  business  of  the  state  of  New  York. 

Thirds  The  undersigned  request  that  the  earnest  attention  of  this 
convention  may  be  given  to  what  is  known  as  the  deposit  system ;  a 
system  which  has  been  practised  from  time  to  time  by  a  majority  of  the 
states,  and  which  prevails  or  is  banished  from  the  statute  books,  in  close 
proportion  to  the  degree  of  ignorance  or  of  intelligence  found  to  exist 
in  the  underwriters  having  the  management  of  the  local  insurance  com- 
panies chartered  by  the  several  states. 

Upon  an  examination  of  the  facts  it  is  found  that  as  soon  as  a  state 
has  within  its  own  borders  companies  amply  able  to  protect  its  citizens, 
the  intelligence  of  the  officers  of  these  companies  demands  and  secures 
the  repeal  of  all  such  monstrous  absurdities  as  deposit  laws. 

As  a  rule,  the  more  a  state  needs  for  the  proper  protection  of  its  citi- 
zens, the  aid  oi  insurance  companies  of  other  states,  the  more  certainly 
thoe  will  be  found  among  its  enactments  respecting  insurance,  require- 
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ments  for  unnecessary  and  damaging  deposits,  and  the  imposition  of 
unreasonable  and  excessive  taxation  upon  such  companies. 

If  there  exists  a  need  that  companies,  the  whole  assets  of  which  are 
within  reach  of  the  courts  of  the  country,  should  deposit  any  part  of 
their  assets  in  any  one  state,  it  is  equally  needed  that  such  deposits 
should  be  made  with  every  other  state. 

More  than  this:  if  it  is  found  that  any  company  has  complied 
with  such  requisitions  to  any  appreciable  extent,  it  will  become  the  duty 
of  other  states  to  be  proportionately  protected.  The  extreme  absurdity 
of  the  system  is  shown  by  the  mere  statement  of  a  truth  well-known  to 
every  sensible  underwriter  in  the  country;  that  carried  to  its  legitimate 
extent  it  would  be  liable  to  cause  the  failure  and  dissolution  of  any 
company  generally  complying  with  its  requisitions,  in  case  of  such  fires 
as  may  at. any  time  tiake  place  in  any  one  of  a  score  or  two  of  cities  in 
the  United  States. 

It  is  surprising  that  owners  of  buildings  or  merchandize  in  Boston,  or 
New  York,  or  Baltimore,  in  Philadelphia  or  Cincinnati,  or  Chicago,  in 
Milwaukee,  or  St  Louis,  or  Richmond,  in  Charlestown,  or  Savannah, 
or  Mobile,  in  New  Orleans,  or  Memphis,  or  San  Francisco,  in  Portland, 
or  in  some  one  of  scores  of  other  important  cities,  have  not  heretofore 
protested  against  the  admission  of  companies  in  their  states  which  had 
thus  taken  measures  to  secure  their  own  bankruptcy,  and  at  the  same 
time  to  do  deadly  injury  to  claimants»upon  them  in  the  event  of  an  ex- 
tensive conflagration,  by  being  thus  permitted  by  the  states  that  created 
them  to  hypomecate  their  property,  and  to  destroy  their  abilitjjr,  if  ever  so 
strong,  to  pay  promptly  their  debts.  The  statement  found  in  juvenile 
histories  of  the  revolution  of  1776,  that  an  advocate  of  the  union  of  the 
states  at  that  time,  by  an  example  probably  borrowed  from  an  earlier  day, 
illustrated  the  importance  of  such  a  union  by  asking  one  of  the  oppon- 
ents of  that  measure  to  break  a  bundle  of  13  sticks  when  taken  together, 
and  when  this  watf  found  impossible,  showing  him  how  easily  the  whole 
could  be  broken  when  separated,  and  the  force  applied  to  each  distinct- 
ly, is  a  fair  illustration  of  the  fact  that  if  a  company  with  ever  so  many 
hundreds  of  thousands  or  millions,  is  to  be  able  to  respond  to  claims 
from  any  place  within  the  wide  domain  of  this  broad  land,  its  assets 
must  not  be  segregated,  but  be  under  its  own  perfect  and  immediate 
control. 

It  would  appear  that  any  state  which  demands  a  deposit  of  any  part  of 
the  assets  of  a  company,  as  a  pre-requisite  to  its  right  to  transact  busi- 
ness within  its  borders,  should  perpetrate  another  but  a  shrewder  ab- 
surdity by  stipulating  as  an  additional  pre-requisite,  that  it  should  make 
such  a  deposit  nowhere  else. 

It  may  be  be  asked  in  what  other  way  can  property-holders  be  pro- 
tected. 

While  denying  that  the  deposit  system  furnishes  protection,  the  com- 
mittee say,  that  even  if  it  did  accomplish  the  purpose  to  any  serviceable 
extent  it  would  still  be  unnecessary.  The  extended  and  thorough  state- 
ments required  annually  from  the  companies,  and  the  right  of  personal 
examination  judiciously  exercised,  places  the  question  of  soundness,  or 
the  reverse,  entirely  within  the  control  and  knowledge  of  the  gentlemen 
who  occupy  the  places  filled  by  the  members  of  this  convention. 

If  any  proof  of  the  sufficiency  of  this  is  desired  it  may  be  found  in  a 
careful  comparison  of  the  statements  which  presented  the  actual  condi- 
tion of  the  companies  admitted  to  this  state  in  i860,  and  the  statements 
of  the  same  companies  for  the  year  1870. 

The  development  of  strength  there  shown  is  owing  mainlv  to  the  sys- 
tem of  complete  annual  statements,  and  the  right  of  personal  verification 
of  the  truth  of  these  statements  by  an  actual  handling  of  the  securities, 
and  investigation  of  the  facts  by  the  superintendents  of  the  New  York  and 
of  other  states  insurance  departments. 
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Fourth,  The  oommittee  desire  farther,  to  call  the  attention  of  this  bodv  to 
the  propriety  of  requiring,  in  all  the  states,  that  some  one  individual  shall  be 
appointed  b^  each  by  the  companies,  respectively,  to  receive  notice,  as  attorney 
or  agent,  of  suits  instituted. 

It  is  easv  to  find  men  of  character,  and  widely  known,  who  can  be  selected 
to  occupy  tnis  important  place.  In  many  of  the  states,  this  wise  provision  is 
already  adopted;  but  in  others,  it  is  required  that  each  agent  shall  oe  qualified 
to  accept  service  of  process.  It  may  well  be  doubted  if  the  attorney  or  agent 
appointed  by  a  company  for  this  purpose,  should,  in  any  case,  be  one  who  holds 
at  the  same  time  authority  to  act  as  an  agent  for  the  transaction  of  its  business 
of  insurance.  It  is  much  easier  to  find  a  man  Qualified  to  attend  to  this  duty, 
than  to  find  one  with  the  peculiar  knowledge  wnich  qualifies  him  to  take  the 
place  of  attorney. 

Again,  it  sometimes  happens  that  the  agent  himself  is  involved  in  the  trans- 
action which  lies  at  the  base  of  the  suit ;  and  instances  have  been  known  where 
information  that  he  had  received  notice  of  the  institution  of  a  suit,  has  been 
withheld  by  the  agent  until  after,  by  default,  a  judgment  had  been  entered 
against  the  company. 

Within  a  month  past,  and  after  years  of  endeavor  and  a  large  expense,  a 
judgment  was  aimuUed  and  the  case  sent  back  for  trial  upon  its  merits,  m  which 
the  facts  were,  that  a  policy,  not  signed  by  the  compan]r's  agent,  had  been 
issued  upon  property  of  a  character  not  contemplated  m  ms  appointment  at  a 
distance  from  the  location  of  the  agency,  for  an  amount  more  than  double  the 
highest  limit  fixed  in  his  letter  of  authoritv,  and  which  was  reported  to  the 
company  in  an  ante-dated  return  after  the  aestruction  of  the  property  by  fire, 
which  policy  the  agent  was  immediately  instructed  by  telegraph  to  take  up  as 
beyond  his  power;  but  the  notice  of  loss,  which  followed  the  return  just  one 
day's  mail,  rendered  it  certain  that  this  instruction  would  not  be  complied  with : 
a  case,  in  which  the  companies  who  had  no  such  objections  to  recognizing  and 
paying  the  claim  as  those  stated  above,  satisfied  themselves  and  the  claimant, 
that  it  had  been  exaggerated  by  at  least  one-half  of  the  amount  sworn  to  as  the 
loss,  and  who,  therefore,  compromised  with  the  claimant  by  the  payment  of 
one-half  of  the  sum  demanded  of  them.  In  such  a  case,  the  agent,  being  also 
the  attorney  under  the  law  of  the  state,  received  notice  uf  suit,  at  a  time  when 
a  new  and  amended  proof  of  loss  was  promised  to,  and  was  supposed  to  be  in 
course  of  preparation,  by  the  company,  allowed  the  company  to  await  such 
notice  of  tne  institution  of  the  suit  as  was  given  when  the  demand  was  made 
for  pa3rment  of  a  judgment  obtained  through  default. 

One  such  instance  ought  to  be  enough  to  induce  reflecting  state  officers  to  be 
prepared  to  prevent  its  recurrence,  by  a  modification  of  any  law  under  which 
sucn  a  wrong  could  be  inflicted. 

Fifth,  The  committee  regard  the  subject  of  re-insurance  as  one  well  worthy 
the  attention  of  the  convention. 

The  question,  *'What  amount  is  required  to  re-insure  running  risks?"  is 
one  which  has  often  been  sisked  by  officers  of  insurance  companies,  with  relation 
to  the  business  of  the  company  with  whidi  they  were  connected,  and  it  has  too 
often  been  answered  with  more  regard  to  the  necessities  of  the  position  of  the 
company  than  to  any  carefol  consideration,  or  statistical  exammation,  of  the 
fiacts. 

In  reports  made  to  the  New  York  Insurance  Department,  before  the  adoption 
of  a  uniform  standard,  in  answer  to  the  requirement  to  state  the  "  amount 
required  to  re-insure  outstanding  risks,"  the  replies  were  such  amounts  respect- 
ively as  when  turned  into  a  percentage  of  the  annual  receipts  for  premiums, 
varied  from  twenty-eight  per  cent,  to  eighty  per  cent  of  these. 

When  the  states  have  undertaken  to  fix  an  arbitrary  percentage  upon  running 
premiums,  as  the  minimum  necessary  for  re-insurance,  they  have  varied  greatly 
in  the  ratio  assumed.  Massachusetts  has,  for  many  years,  followed  the  practice 
ot  regarding  one  hundred  per  cent,  of  the  amount  of  premiums  received  on 
imexpired  policies  as  unearned — ^in  other  words,  that  no  portion  of  any  premium 
received  was  earned,  until  the  risk  for  which  it  was  paid  had  terminated  by  the 
exphation  r.t  the  policy. 
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New  York  established  for  a  time,  the  rule  that  forty  per  cent,  of  the  amount 
of  the  running  premiums  should  be  regarded  as  unearned.  The  later  requisi- 
tion in  this  state  ^New  York)  provides,  that  fifty  per  cent,  of  premiums  received 
on  risks  tcrmiilating  within  one  year  from  the  date  of  calculation,  and  z.  pro-rata 
proportion  of  these  having  longer  than  one  year  to  run,  shall,  as  a  minimum 
sum,  be  charged  as  unearned ;  while  the  legislation  upon  this  subject  requires^ 
that  as  rapimy  as  the  success  of  a  company  will  permit,  the  whole  amounts 
received  for  premium  on  unexpired  policies  shall  be  charged  as  being  unearned. 
In  other  of  the  states,  no  regard  is  required  to  be  had  as  to  whether  premiums 
received  are  earned  or  otherwise,  and  dividends  may  be  declared  without  re- 
serving any  sum  whatever  as  an  equivalent  for  the  unearned  portion  of  premiums 
in  hand. 

While  it  is  past  ouestion  that  the  Massachusetts  practice  is  the  most  safe  and 
conservative  for  tne  companies,  as  well  as  for  their  customers,  and  that 
the  more  rigidly  any  company  adheres  to  the  rule — whether  constrained  thereto 
by  law  or  not — the  stronger  and  more  trustworthv  it  will  become,  still,  it 
must  be  admitted  that  it  will  tend  greatly  to  prevent  the  formation  of  companies 
if  they  are  debarred  from  making  dividends  until  an  accumulation  has  been 
secured  equal  to  the  entire  running  premiums. 

The  New  York  rule,  which  authorizes  the  division  of  an  amount  about  equal 
to  the  interest  received  upon  the  capital  and  assets,  is  probably  better  adapted 
to  the  interests  of  the  dinerent  states  than  a  more  rigid  one  would  be. 

The  section  of  the  New  York  General  Insurance  Law  referring  to  re-insur- 
ance in  connection  with  dividends,  is  as  follows : 

*'  Section  12. — It  shall  not  be  lawful  for  any  fire  insurance  company  to 
"  make  any  dividend,  except  from  the  surplus  profits  arising  from  their  busi- 
"  ness ;  and,  in  estimating  such  profits,  there  shall  be  reserved  therefrom  a  sum 
"  eaual  to  the  whole  amount  of  premiums  on  unexpired  risks  and  policies, 
**  wnich  are  hereby  declared  to  be  unearned  premiums.        *        »        •        • 

*'  Provided,  always,  that  any  company  may  declare  dividends  not  exceeding  ten 
**  per  cent  on  its  capital  stodc,  in  any  one  year,  that  shall  have  accumulated 
'^  and  be  in  possession  of  a  fund,  in  addition  to  the  amount  of  its  capital  stock, 
''and  of  sudi  dividend,  and  all  actual  outstanding  liabilities,  equal  to  one-half 
"  of  the  amount  of  all  premiums  on  risks  not  terminated  at  the  time  of  making 
"such  dividend."        V^      *        *        * 

It  is  desirable  that  some  common  rule  should  be  adopted'  for  estimating  this 
liability  of  the  companies  in  the  annual  returns  to  the  dififerent  state  depart- 
ments, and  it  cannot  fail  to  be  a  difficult  question  to  determine  what  that  rule 
shall  be.  That  a  fund  ample  for  re-insurance  is  as  clearly  a  liability  as  is  a  loss 
sustained  under  a  policy  of  insurance,  needs  no  ar^ment 

The  fact  that,  whenever  a  com|}any  fails  in  business,  the  first  object  of  tlie 
receiver  is  to  rid  it  of  further  liability  by  canceling  its  policies,  and  paying  back 
such  portions  of  the  premiums  as  is  equivalent  to  the  unexpired  term  of  the 
policies,  or  by  paying  some  other  company  for  assuming  the  hazards,  shows 
this  clearly. 

In  the  effort  to  establish  an  uniform  rule  respecting  re-insurance,  it  will  be 
necessary  to  consider  such  periods  as  the  present,  when  the  ruling  rates  are  so 
low  that  if,  as  the  result  of  an  unusual  conflagration,  or  of  returning  sense  on 
the  part  of  erratic  officers  of  insurance  companies,  rates  should  be  placed  at  a 
proper  standard,  it  would  be  impossible  to  re-insure  at  anything  nearly  so  low 
as  a  fro  rata  proportion,  for  the  unexpired  time,  of  the  premiums  received. 
Besiaes,  the  rates  charged  by  different  companies  differ  materially,  and  as  a 
rule,  the  weaker  a  company  is,  the  lower  are  its  charges  for  insuring. 

Sixth,  While  the  committee  feel  more  interest  in  your  conclusions  respecting 
the  living,  than  with  reeard  to  the  dying  or  the  dead,  the  effect  of  anything 
which  causes  loss  to  policy  holders  discourages  others  from  protecting  them- 
selves by  insuring,  and  therefore  it  is  that  we  state  a  truth  which  has  been 
prbved  so  often  as  to  require  no  present  effort  to  estabhsh  it. 

This  truth  is,  that  if  it  is  found  that  an  insurance  company  is,  from  any 
cause  other  than  the  fraud  of  its  board  of  directors,  in  a  state  in  which  disso- 
lution may  be  apprehended,  and  it  appears  clear  that  to  die  decently  it  must 
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die  promptly,  the  rery  best  parties  to  condnct  the  funeral  ceremonies  and  close 
up  the  amurs  of  the  deceasea,  are  the  directors  of  the  company. 

By  their  aid  and  under  their  direction  a  company *s  afiairs  will  be  closed  in 
one-ouarter  of  the  time  and  at  one-quarter  of  the  expense  which  will  be  incur- 
red, if  any  other  than  a  party  in  interest  supervises,  and  an  expert  in  the  busi- 
ness of  insurance  is  employed  for  this  purpose. 

Seventh.  Still  another  matter  which,  if  due  regard  is  had  to  the  interest  of 
the  community  seeking  insurance,  should  occup]^  the  attention  of  the  members 
of  this  convention,  TOth  here  and  within  their  own  states,  is  that  of  the 
enormous  practical  untruths  stated  to  property  owners  in  the  public  advertise- 
ments and  circulars  of  insurance  companies,  by  announcing  frequently  only  the 
amount  of  their  assets,  and  sometimes  calling  this  all  capital. 

Sometimes  a  modest  amount  of  claims  against  these  assets  is  admitted,  as 
losses  unsettled  or  dividends  unpaid ;  but  it  is  rare,  indeed,  that  any  mention  is 
made  of  the  amount  of  unearned  premiums,  or  of  perpetual  premiums,  or  of 
liability,  under  any  other  kind  of  obligation. 

Illustrations  of  the  gross  deception  commonly  contained  in  such  announce- 
ments could  readihr  be  given,  but  whether  the  amounts  presented  instaoces 
where  hundreds  of  thousands  of  dollars,  or  of  indefinite  millions  of  dollars  of 
assets  were  claimed,  the  use  of  such  illustrations  would  be  regarded  as 
invidious,  and  it  is  therefore  omitted.  Beside  this,  the  business  of  the  con- 
vention is  rather  with  regard  to  general  principles  than  to  isolated  cases,  and  it 
appears  to  the  committee  that  the  interests  of  the  public  demand  that  by  some 
legal  regulation  companies  be  required  to  present  to  the  public  not  only  nothing 
that  is  untrue,  but  also  all  that  is  true  respecting  their  condition. 

A  company  does  not  grow  stron^^er  by  the  mere  accumulation  of  funds  which 
belong  and  must  ultimately  be  paid  to  its  creditors.  Nor  is  a  company  pos- 
sessed of  many  millions  of  assets  but  which  owes  for  claims  incurred  and  for 
obligations  assumed  three-fourths  or  nine-tenths  of  the  whole  amount,  so  strong 
as  is  a  company  with  far  fewer  assets,  of  which  but  one-quarter  may  b« 
demanded  by  any  one  except  its  own  stockholders,  even  if  the  concern  shouW 
close  its  affairs  and  retire  from  business  at  once. 

This  subject  mav  be  one  of  little  importance  with  regard  to  life  insurance 
companies;  but  with  regard  to  fire  insurance  companies,  the  liability  to  excessive 
losses  requiring  fifty  per  cent  or  more  of  all  a  company  holds,  makes  it  of  vital 
importance  to  know  what  claims  or  liabilities  exist  on  responsibilities  of  every 
character  assumed  by  a  company  transacting  fire  insurance,  as  a  part  or  the 
whole  of  its  business. 

Eighth,  The  last  suggestion  with  which  the  committee  will  venture  to  occupy 
the  time  of  the  convention  is  this :  that  its  members  make  themselves  inti- 
mately acquainted  with  the  manner  in  which  the  companies  under  their  charge 
meet  demands  made  upon  them  by  the  holders  of  their  policies  of  insurance. 

A  vulgar  and  an  unjust  prejudice  exists  among  the  uninformed,  and  among 
some  who  ought  to  be  better  informed,  and  such  upon  this  subject  are  ready  to 
believe,  that  it  is  habitual  with  insurance  companies  to  adjust  their  losses  with- 
out regard  to  what  may  be  the  actual  loss  sustained  under  their  policy,  but  so 
as  to  secure  the  payment  of  the  lowest  sum  possible,  even  if  it  be  less  than  the 
amount  which  should  justly  be  paid ;  and  further,  that  the  companies  are  ready 
to  appeal  to  the  courts  at  every  fi^gment  of  an  opportunity.  That  all  of  the 
companies,  in  all  parts  of  the  country,  are  akvays  ready  to  meet  such  claims 
with  a  manly  recognition  of  the  truth — that  to  sustain  losses  is  an  important 
part  of  their  business — and  to  pay  them  justly  and  with  cheerful  promptitude, 
IS  not  asserted ;  but  it  is  asserted  and  can  be  proved,  that  taken  as  a  wnole  no 
business  is  conducted  with  greater  fairness  ana  justice  than  that  of  fire  insurance 
in  this  country.  It  is  asserted,  and  can  be  established,  that  where  the  com- 
panies pay  one  dollar  less  than  is  fairly  due,  they  pay  one  hundred  in  excess  of 
what  should  justly  have  been  paid. 

In  the  case  of  a  single  company  of  this  city,  whose  records  are  more  complete 
in  this  regard  and  nearer  at  hancl  than  any  other,  it  is  found  that  while  sustain- 
ing through  a  series  of  years  over  4000  consecutive  losses,  it  has  paid  for  them 
in  cash  a  sura  exceeding  $2.^00.000 ;  and  that  out  of  this  entire  number  but  1 1 
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have  ever  been  in  suit,  and  less  than  $10,000  has  been  paid  under  the  decisions 
of  the  courts. 

This  is  not  referred  to  as  an  exceptional  case.  The  experience  of  a  large 
majority  of  the  companies  represented  in  the  New-York  Board  of  Under\vriters 
will  not  differ  materially  from  this,  and  this  essentially  will  be  foimd  to  be  the 
result  with  a  large  proportion  of  the  companies  of  the  country. 

The  companies  pay  claims  too  often  when  thev  should  resist  them.  But  for 
their  sense  of  obligation  to  the  honest  property-holders,  they  would  resist  them 
still  less  frequently.  The  convictions  for  incendiarism  about  the  country  prove 
that  the  crime  of  arson  is  perpetrated  with  sad  frequency ;  and  yet  it  sometimes 
happens,  as  during  the  last  session  of  the  New- York  Legislature,  that  members 
of  such  bodies,  because  they  are  ill-informed  or  prejudiced  or  venal,  introduce 
bills  respecting  the  business  of  insurance,  which  are  calculated  only  to  foster 
crime  and  to  prejudice  the  best  interests  of  honest  citizens.  As  has  been  in  this 
paper  before  ninted  at,  it  is  the  business  of  any  community  to  make  the  hazard 
of  insuring  its  property-holders  as  great  as  the^  please,  or  as  little  as  they  can, 
and  it  is  the  business  of  the  insuralice  companies  to  take  these  hazards  as  they 
are  made  for  them,  and  to  charge  premiums  according  to  tbe  facts.  As  a  rule 
the  greater  the  hazards  of  any  business  which  is  not  absolutely  and  necessar- 
ily ruinous,  the  greater  the  profits  of  those  engaged  in  it ;  and  consequently  the 
duties  of  the  officers  of  insurance  companies  are  discharged,  when  they  have 
as  good  citizens  called  the  attention  of  the  propertv-holders  to  all  attempts  at 
such  monstroas  le^slation  as  may  be  brought  to  their  knowledge. 

The  object  of  this  sixth  and  last  suggestion  is  that  you,  gentlemen  of  this 
convention,  shall  so  thoroughly  understand  the  action  of  the  companies  and  the 
proprieties  of  the  case,  as  yourselves  to  resist  all  such  attempts  to  secure  the 
triumph  of  wrong. 

The  committee  close  this  hurriedly  prepared  paper  with  the  distinct  recog- 
nition of  the  truth,  that  the  primary  duty  of  the  members  of  this  convention  is 
to  the  public.  They  are  however  fully  assured,  that  whatever  is  really-  adapted 
to  promote  the  pubuc  good  will  be  to  the  advantage  of  every  well-conducted  fire 
insurance  company,  and  they  feel  a  confidence  that  as  the  result  of  this  conven- 
tion, which  had  its  origin  entirely  outside  of  the  insurance  companies,  all  such 
companies  will  be  benefited  just  in  the  proportion  that  the  public  are  more  safely 
insured  through  the  inteUigent  action  of  this  convention. 

{Siguid,)  Geo.  T.  Hope, 

Prgsidtnt  ContiHemial  Ituura$tce  Co. 

Carlisle  Norwood, 

Pruidint  Lorillard  Imuranc*  Co, 

George  W.  Savage, 

President  tnUrnaiional  Inrurance  Co, 

Henry  A.  Oakley, 

Vice-Presidm  t  Howard  Ineurance  Co. 

R.  W.  Bleecker, 

President  North  American  Fire  Ins,  Co, 

•  E.  A.  Walton, 

Secretary  Citisens  Insurance  Co. 

On  motion  of  Mr.  Breese,  the  conununication  was  referred  to  the  appro- 
priate committee. 

The  President  of  the  National  Board  of  Fire  Underwriters  announced  that 
the  board  would  present  its  report  to-morrow  morning. 

The  President  announced  that  the  communication  from  the  Chamber  of 
Commerce,  which  was  eacpected  to-day,  would  be  presented  to  morrow. 

On  motion  of  Mr.  W.  E.  Harvey,  a  recess  of  fifteen  minutes  was  taken  to 
allow  the  committee  on  Order  of  Business  to  report 

The  convention  re-convened,  after  the  recess,  at  a  cmarter  to  three  o'clock. 

The  President — Is  the  committee  ready  to  report  ? 

Mr.  Paine — ^The  committee  have  taken  into  consideration  the  various  com- 
munications and  remarks  that  were  made  to  them  from  the  gentlemen  who  have 
volunteered,  outside  of  omr  number,  and  we  gave  this  matter,  last  evening,  a 


Digitized  by 


Google 


31 

very  thorough  rxaminarion.  The  reason  we  did  not  report  this  morning  was, 
that  we  proposed  last  evening  to  delay  doing  so  until  these  communications  were 
handed  in  to  us,  beomse  we  thought  that  they  might,  as  they  did.  introduce 
other  subjects  on  the  list  From  Uie  preparations  thus  made,  ana  from  the 
consultations  we  haye  had  during  the  few  past  minutes,  we  have  decided  upon 
the  following 

Tones  or  Discussion: 

1.  Preparation  of  blanks  for  company  returns. 

2.  Assets  and  investments. 

3.  Rate  of  mortality';  rate  of  interest  for  the  calculation  of  premiums  and  net 
valuation,  and  surrender  charg^  or  value  of  life  policies ;  re-msurance  liability 
on  fire  and  marine  policies ;  uniform  designation  of  different  kinds  of  policies. 

4.  Taxation,  deposits,  fees. 

i.  Dividends,  expenses,  appointment  of  attorneys. 

0.  Miscellaneous  questions. 

The  Prksidsnt— You  have  heard  the  report  of  the  committee ;  what  is  your 
pleasure  ? 

Mr.  Caldwsu^— I  move  that  the  report  be  received,  and  that  the  chair 
appcnnt  the  proper  committees  to  which  tne  several  topics  shall  be  referred. 

Mr.  Paink— Committees  of  three,  we  proposed. 

Mr.  Caldwell — Yes,  committees  of  thrM. 

Mr.  Skeels — Before  the  question  is  put  in  that  form,  the  report  should  be 
accepted  and  adopted.  The  convention  has  not  yet  adopted  that  report — has 
not  yet  si|[nified  its  approval  of  their  proceedingi.  Not  that  I  myself  have 
any  objections  in  the  least  I  would  like  to  inquire  of  the  chairman  of  the 
committee  whether — I  did  not  understand  distinctly,  there  was  so  much  noise 
in  the  street  at  the  time, — whether  the  committee,  to  which  is  to  be  referred 
the  blank  forms  of  annual  statements,  is  to  be  charged  with  making  a  form, — 
agreeing  and  reporting  upon  a  form  which  shall  include  both  fire  and  life,  or 
not.  Or  whether  there  are  to  be  two  committees,  one  having  in  charge  the 
fire,  and  the  other  the  lite. 

Mr.  Paine — I  have  said  that  it  is  for  all, — fire,  life  and  marine, — all  under 
one  head.  We  regarded  this  thing  a  little  differently  from  what  we  would 
if  it  had  been  any  other  different  body  of  men.^  The  insurance  commis- 
sioners are  supposed  to  be  persons  who  are  familiar  with  all  'four  subjects, 
life,  fire,  marine,  and  accident  These  subjects  naturally  run  into  each  other. 
Therefore,  we  thought  it  more  appropriate  that  they  should  be  all  under  one 
committee.    The  whole  subject  of^  blank  forms  is  all  under  one  committee. 

Mr.  Caldwell— In  answer  to  the  objection  of  Mr.  Skeels,  I  would  say  that 
my  motion  is  that  the  report  should  be  adopted  and  the  committees  appointed 
under  it 

The  Question  was  then  put,  on  the  motion  of  Mr.  Caldwell,  and  carried. 

The  President— Havmg  acted  with  this  committee,  and  knowing  the  result 
of  their  report  before  coining  in  after  the  recess,  I  took  occasion  to  make  up  the 
committees  under  the  report,  assuming  that  it  would  be  adopted.  Therelore  I 
am  prepared  now  to  i^point  the  committees. 

Tne  president  then  appointed  the  following 

Committees  : 

Committee  No.  i — Messrs.  Kelsey,  Row  and  Harvey. 

Committee  No.  2— Messrs.  Paine,  Woolford  and  Webb. 

Committee  No.  3— Messrs.  Smith,  Brinkerhoff  and  Pillsbury. 

Committee  No.  4 — Messrs.  Breese,  Spencer  and  Caldwell. 

Committee  No.  5 — Messrs.  King,  Noyes  and  Atchison. 

Committee  No.  6 — Messrs.  Skeels,  McGill  and  Forster. 

The  President  said — ^The  first-named  ^ntleman  on  each  committee  will  act 
as  chairman,  unless  the  committee  otherwise  determine. 

Mr.  Kelsey — I  move,  in  order  that  the  convention  may  not  be  deprived  of 
the  valuable  services  of  the  president  of  this  convention,  that  he  be  aidded,  ix 
^cio,  to  all  these  committees. 
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>ECRETARY  pat  the  motion  to  the  convention,  and  it  was  carried. 
President — Gentlemen,  I  thank  you  very  much  for  your  consideration, 
y  wish  I  deserve  it  better,  and  that  I  could  be  in  different  places  at  the 
ne  and  thus  perform  more  work  than  I  am  now  capable  of  doing.    Such 

as  I  am  able  to  render  I  shall  be  glad  to  render. 

Harvey:    I  would  suggest  that,  before  the  convention  adjourn,  the 
Ln  of  each  of  the  committees  appoint  the  time  of  meeting  of  their  respec- 
amittees,  in  order  that  they  may  get  to  work  as  early  as  possible. 
[Caldwell — I  would  suggest  that  the  secretary  furnish  the  chairman 

committee  a  list  of  the  members  of  his  conunittee  and  of  the  subject 
id  to  their  care. 

President  directed  the  secretary  to  do  so. 

President — I  have  a  communication  from  Mr.  Bewley,  of  the  Universal 
surance  Company,  which  I  would  suggest  be  handed  to  the  committee 
ations.  I  am  not  sure  but  there  may  be  other  communications  in  the 
>r  presentation  to  the  convention  from  those  not  members  of  the  con- 
.     Any  communications  on  subjects  connected  with  insurance,  will  be 

iCELSEY — I  would  merely  say  now,  as  we  are  all  here  together,  that  the 
tee  to  which  I  have  the  honor  to  belong,  would  be  very  glad  if  the  rep- 
ives  of  either  of  the  states  present  would  hand  to  any  member  of  our 
tee  such  reports  and  papers  or  blanks  as  they  may  now  use. 
President — I  have  in  my  hotel  quite  a  number  of  blanks  which  have 
rwarded  in  answer  to  a  request,   and  which  I  will  send  to  that  com- 

VooLFORD^I  believe  we  are  pretty  well  through  what  can  be  done 

d  I  move  that  we  adjourn. 

President— The  hour  fixed  for  meeting  was  eleven  in  the  morning. 

the  only  rule  adopted  in  regard  to  the  time  of  the  session.     I  suppose 

fectly  proper,  however,  to  have  an  extra  session  at  the  option  of  the 

ion. 

President  announced,  as  the  result  of  consultation  with  the  chairmen  ol 

mittees  just  appointed,  that  the  committees  would  all  hold  their  first 

;s  at  seven  o'clock  this  evening  at  the  Fifth  Avenue  Hotel. 

notion  of  Mr.  Wolford  was  then  adopted,  and  the  convention  adjourned 

.  M.  on  Friday. 
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New  York,  May  26. 

The  convention  re-assembled  at  11.30  A.  M.,  Superintendent  Miller,  the 
president,  in  the  chair. 

Mr.  King  moved  that  the  reading  of  the  minutes  of  yesterday  be  dispensed 
with,  and  that  the  convention  proceed  atODCC  to  the  reception  of  the  communica- 
tions referred  to  yesterday,    tarried. 

The  President — I  understand  that  a  committee,  appointed  hj  the  Chamber 
of  Commerce,  are  in  attendance,  and  will  now  present  a  communication. 

Communication  from  the  Chamber  op  Commerce. 

Mr.  A.  A.  Low,  chairman  of  the  committee  from  the  Chamber  of  Commerce, 
said :  "  The  committee  appointed  by  the  Chamber  of  Commerce  have  embodied 
the  views  which  they  wish  to  present  to  you  in  a  paper,  and  I  am  asked  to 
read  it" 

Mr,  Low  then  read  the  following  paper : 

The  undersigned  having  been  delegated  by  the  Chamber  of  Commerce 
of  the  state  of  New  York,  to  appear  before  the  convention  which  is  now 
met  to  consider  the  subject  of  insurance  in  our  own  and  other  states, 
would  express  their  gratification  that  this  first  meeting  has  been 
initiated  by  a  call  from  the  superintendent  of  the  insurance  department 
of  this  state : 

And  they  would  congratulate  the  convention  that  it  meets  under  such 
favorable  auspices. 

The  cities  of  New  York  and  Brooklyn  have  become,  in  no  small 
degree,  the  depositories  of  the  wealth  of  the  whole  country,  and  the 
accumulation — greater  now  than  ever  before — is  constantly  augmented ; 
the  toil  of  the  farmer,  the  industry  of  the  mechanic,  and  the  skill  of  the 
manufacturer,  all  contributing  to  swell  the  vast  aggregate.  Here  it  is, 
also,  that  the  products  of  other  countries,  as  well  as  the  products  of  our 
own,  await  distribution.    The  merchants  of  this  city  are  the  owners  or 
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custodians  of  this  immense  property;  and,  to  a  considerable  extent, 
they  are  the  proprietors  of  the  capital  embarked,  in  various  corporate 
bodies,  for  its  protection,  or  the  protection  of  all  who  are  interested 
therein  against  loss  by  fire. 

It  is  essential  to  the  success  of  our  business  men  that  the  extent  of 
protection  afforded  by  the  fire  insurance  companies  established  here — 
whether  as  principals  or  by  agencies  from  abroad — should  be  commen- 
surate with  the  magnitude  of  the  interests  involved,  or  that  may  be 
involved,  in  loss  by  fire. 

There  needs  to  be  a  confidence,  well  assured,  in  the  responsibility  of 
these  institutions;  in  the  ability  and  integrity  of  their  officers  and  man- 
agers ;  and  in  the  good  judgment  of  those  who  are  appointed  by  the 
state  to  supervise  and  exert  a  just  control  over  the  affairs  of  the  whole 
body.  And,  inasmuch  as  the  interests  of  other  cities  on  the  seaboard 
are  identical  with  our  own,  and  they  mutually  bear  a  like  relation  to  the 
smaller  communities  in  the  interior — the  Chamber  of  Commerce  of  New 
York,  acting  as  the  representative  of  the  one,  may  be  regarded  as,  in 
some  measure,  the  representative  of  all.  Therefore,  it  seems  eminently 
proper  that  this  convention  should  meet  in  the  commercial  metropolis 
of  the  country,  to  devise  a  system  of  laws,  or  to  harmonize  existing 
laws  of  the  different  states,  and  to  regulate  the  action  of  each  with 
respect  to  the  institutions  of  every  other,  so  that  the  requirements  of  any 
state  may  not  be  of  a  nature  to  provoke  retaliatory  legislation,  to  the 
general  prejudice  of  the  business  of  the  whole  country.  It  is  obvious 
that,  if  there  be  domiciled  in  the  city  of  New  York  an  amount  of  incor- 
porated capital  adequate  to  the  protection  of  our  citizeps,  and  of  all  who 
are  interested  in  the  stores  of  wealth  that  are  gathered  here,  there  can  be  no 
reason  to  distrust  the  ability  of  the  same  institutions  to  throw  their  pro- 
tecting shield  over  every  other  section  of  the  country — if  preserved 
from  the  consequences  of  a  devastating  fire  at  home,  and  not  stripped  of 
their  means  by  un'vise  legislation  of  the  states  into  which  their  respec- 
tive agencies  have  been  extended. 

The  merchants  of  this  city,  in  the  exercise  of  an  intelligent  judgment, 
when  consulting  their  own  security  and  that  of  their  constituents 
against  perils  by  fire,  have  regard  to  the  experience  and  skill  of  the  men 
who  are  appointed  to  administer  the  trusts  committed  to  their  care;  to 
the  character  of  the  directors  appointed  to  select  such  officers ;  to  the 
amount  of  money  embarked,  And  to  the  results  attending  its  use  from 
year  to  year. 

The  undersigned  believe  that,  on  the  part  of  every  well-appointed  and 
wisely-administered  insurance  company  in  this  city,  a  rigid  scrutiny  by 
the  state  superintendent  is  invited  and  welcomed,  to  the  end  that  the 
confidence  of  constituents  at  home  and  abroad  may  be  strengthened  by 
the  publication  of  official  statements  of  the  company's  assets,  its  pre- 
miums and  its  losses.  And  the  undersigned  believe,  too,  in  the  wisdom 
of  that  legal  requirement,  which  demands  a  deposit  of  a  certain  portion 
of  the  capital  of  any  foreign  company  doing  business  in  the  United 
States  with  the  treasurer  or  comptroller  of  the  state  where  the  principal 
office  or  agency  of  such  company  is  located ;  and,  as  in  all  other  cases, 
a  restriction  of  the  risk  to  a  certain  percentage  of  assets  held  in  this 
country. 

While  advocating  the  enactment  of  such  laws  as  serve  to  extend  the 
utmost  security  to  the  assured,  the  undersigned  would  not  fail  to  impress 
the  importance  of  such  legislation  as  will  preserve  our  insurance  com- 
panies from  the  consequences  of  fraud  and  arson  on  the  part  of  their 
customers.  For  if  the  nature  of  the  laws  is  such  as  to  invite  deception, 
the  underwriter  will  protect  himself  a&^ainst  the  evil-doer  by  a  charge 
that  covers  every  added  risk;  and  the  increased  charge  will  necessarily 
fall  on  the  evil  and  on  the  good  alike. 
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As  a  preliminary  to  such  suggestions  as  it  is  the  purpose  of  the  under- 
signed to  offer  for  the  consideration  of  jour  honorable  bodj,  permit  us 
to  say  that  at  the  present  time  there  maj  be  found  within  the  walls  of  a 
single  building  an  amount  of  property  valued  by  millions  of  dollars,  and 
that  within  the  compass  of  one  or  more  blocks  in  our  own  and  in  other 
cities  of  tlie  Union,  if  a  fair  estimate  were  made,  these  millions  would 
need  to  le  multiplied  several  times. 

Within  the  memory  of  many  of  our  merchants  still  in  active  business, 
single  fires  in  this  city,  in  Brooklyn,  in  Albany  and  Troy,  have  destroyed 
property  varying  from  $3,000,000  to  $17,000,000  respectively.  The  city 
of  Portland,  in  Maine,  lost  by  one  fire,  a  few  years  ago,  fully  ten  mil- 
lions of  dollars ;  and  the  consequences  of  these  and  other  destructive 
.conflagrations,  which  it  is  needless  to  refer  to  more  particularly,  arc 
known  to  have  been  the  entire  annihilation  of  certain  institutions  whose 
whole  capital  had  been  put  at  stake  in  the  wide  area  of  territory  overrun 
by  the  devouring  element. 

It  is  safe  to  say  that  if,  in  our  day,  a  fire  should  break  out  and  extend 
over  a  similar  extent  of  territory  as  before,  in  either  of  the  cities  referred 
to,  the  destruction  would  be  twofold  what  it  was,  because  of  the  increased 
size  and  value  of  modern  buildings  and  the  increased  costliness  of  their 
contents.  Against  such  a  widespread  devastation  in  our  own  and  the 
neighboring  city,  it  is  to  be  remarked,  however,  that  we  are  rendered 
comparatively  secure  b^  the  excellence  of  our  fire  brigade,  b^  the  effici- 
ency of  our  steam  engines,  and  by  the  occasional  interposition  of  fire- 
proof buildings. 

On  the  other  hand,  our  firemen  have  to  cope  with  increased  difficulties 
in  the  length  and  breadth  and  great  height  of  modern  warehouses,  and 
in  the  concentration  of  so  much  combustible  material — while  furnaces 
and  skylights  multiply  the  dangers  that  attend  the  origin,  and  cause  the 
extension  of  fires  in  our  principal  cities.  These  considerations  lead 
directly  to  a  just  appreciation  of  the  importance  of  knowing  that  our 
insurance  companies  ofier  adequate  protection  against  the  occurrence  of 
such  a  widespread  calamity  as  we  have  seen  repeatedly  before,  in  a  sub- 
stantial and  sufficient  basis  of  readily  convertible  means. 

In  view  of  the  possibility  and  of  the  consequence  of  so  unwelcome  a 
visitation,  this  community  regards,  with  undisguised  satisfaction,  the 
establishment  of  an  insurance  bureau  in  each  of  the  states,  to  which 
fire  companies,  incorporated  by  other  states,  shall  be  made  to  report 
periodically,  as  in  our  own.  There  is  great  propriety  in  requiring  ample, 
minute  statements  to  be  rendered,  and  in  having  them  verified  by  a 
competent  officer,  whose  duty  it  shall  be  to  examine  assets  and  liabilities, 
and  to  report  the  same  annually,  or  as  often  as  circumstances  may 
demand. 

Such  examinations  and  reports,  if  properly  made  and  verified,  cannot 
fail  to  give  the  greatest  attainable  security  to  policyholders,  and  to  ren- 
der unnecessary  the  deposit  by  the  companies  of  any  portion  of  their 
capital,  in  or  out  of  the  states  under  whose  laws  they  are  respectively 
incorporated. 

The  utmost  that  should  be  required  of  any  company  doing  business 
through  an  agency  in  a  state  other  than  that  of  its  origin,  would  be  the 
investment  of  a  portion  of  its  funds  in  the  bonds  or  securities  of  the 
state  where  the  business  is  to  be  transacted ;  but  it  is  difficult  to  discern 
how  such  a  requirement,  in  many  cases,  would  tend  to  strengthen  the 
security  of  the  company,  and  thus  benefit  the  policyholder. 

It  is  sufficiently  plain  that  if  a  deposit  is  to  be  made  in  every  state 
where  an  agency  is  established,  the  amount  of  such  deposit,  to  be  of  any 
practical  value,  must  correspond  with  the  greater  or  lesser  magnitude  of 
tlie  business  transacted,  and  a  minimum  sum  would  seem  to  be  $50,000. 
If  such  a  deposit  is  needed  in  one  state,  it  is  equally  needed  in  another, 
and  in  all.      If  the  capital  of  our  largest  companies  were  divided  in  this 
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way,  between  forty  states  of  the  Union,  more  or  less — the  amount  availa- 
ble anywhere  for  the  payment  of  a  series  of  losses  might  be  utterly  insuffi- 
cient; and  the  bankruptcy  of  the  company  be  the  untoward  and  unnec- 
essary result.  For,  if  the  property  of  any  company  is  required  as  secur- 
ity for  policies  issued  by  an  agent  in  any  one  state,  the  head  of  the  insur- 
ance department  of  that  state  would  not  be  warranted  in  parting  with  it 
to  discharge  liabilities  in  another  state,  till  every  policy  in  his  own  had 
expired  or  been  cancelled ;  and,  in  the  meantime,  the  delay  would  be  as 
prejudicial  to  the  sufferer  by  fire,  as  it  would  be  damaging  to  the  insur- 
ance company. 

In  view  of  these  things,  it  would  seem  to  be  well  to  guard  against 
the  consequences  of  such  disasters  as  hitherto  have  repeatedly  befallen 
our  institutions,  and  to  arrest  such  an  alienation  or  dispersion  of 
the  assets  of  a  company  as  existing  laws  render  necessary,  when 
agencies  are  extended  to  meet  the  wants  of  our  outlying  cities  and 
towns.  Many  of  these  are  without  the  needed  capital  to  protect  them- 
selves, and  look  to  the  seaboard  for  the  protection  they  require. 

It  seems  evident  that  such  deposits  must  cease  altogether,  or  extend 
indefinitely  to  meet  a  constant  increase  of  requisition. 

In  self-defence,  state  will  compete  with  state  in  protecting,  by  this 
means,  its  own  citizens,  until  the  companies  which,  in  their  zeal  for 
increased  business,  are  led  beyond  the  point  of  safety,  will  cease  to  be 
the  safe  reliance  they  once  were. 

Ultimately,  claims  resulting  from  some  extraordinary  loss  might  be 
paid,  but  it  is  to  be  remembered  that  policies,  in  states  holding  deposits, 
must  expire  or  be  cancelled  before  these  deposits  would  be  available  for 
use  in  another  state;  and  that  a  long  time  would  elapse  before  the  state 
authorities  would  be  satisfied  of  the  termination  of  outstanding  claims. 
Meanwhile,  the  sufferer  by  some  great  conflagration,  holding  policies  io 
many  other  companies,  whose  assets  have  been  similarly  diverted  from 
their  proper  use,  would  find  little  consolation  in  knowing  that  perfectly 
solvent  institutions  owed  him  money,  which  they  would  pay  if  they  had 
control  of  their  own  resources,  but  wanting  this,  could  not. 

The  path  of  security  seems  to  be  in  the  very  opposite  direction ;  in 
prohibiting  the  transaction  of  any  business  by  any  company  in  any  state 
where  the  funds  of  such  company  are  locked  up  in  other  states,  or  where 
any  portion  of  its  assets  is  so  locked  up,  exceeding  20  per  cent  of  its  net 
possessions;  the  more  especially  as  all  the  assets  of  a  company  are  within 
reach  of  the  United  States  courts  in  the  event  of  a  loss. 

There  is  scarcely  a  city  in  the  Union,  of  any  magnitude,  where  this 
dispersion  of  assets  under  state  laws  is  not  worthy  of  the  gravest  consid- 
eration. There  exists  no  greater  fallacy,  in  the  judgement  of  this  com- 
mittee, than  the  belief,  on  the  part  of  any  community,  that  its  interests 
are  promoted  by  such  a  system  of  deposits. 

The  undersigned  would  further  invite  attention  to  another  point,  viz. : 
During  the  last  session  of  the  legislature  of  this  state,  several  bills 
were  introduced  defining,  as  it  appeared  to  the  underwriters,  most  dan- 
gerously, in  what  manner  losses  should  be  paid,  fixing  the  value  of  the 
property  insured  at  the  sum  named  in  the  policy,  and  compelling  the 
companies  to  pay  that  amount  unless  the^  could  show  that  the  loss  was 
not  80  great.  One  of  the  objections  to  this  departure  from  the  usage  so 
long  sanctioned  by  experience,  has  before  been  adverted  to,  viz. :  the  in- 
creased charge  of  premiums  to  which  it  would  lead. 

The  Chamber  of  Commerce  thought  proper  to  remonstrate  most 
earnestly  against  such  a  law,  and  a  copy  of  their  memorial  is  hereto  ap- 
pended for  the  use  of  this  convention. 

And  the  undersigned  respectfully  urge  that  your  honorable  body  will 
carefully  consider  the  matters  which  have  thus  been  brought  to  your 
notice,  to  the  end  that  not  only  the  merchants  of  this  city,  but  of  every 
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city,  in  case  of  loss  by  fire,  may  realize  the  full  value  of  every  policy  of 
insurance  they  may  hold,  and,  on  the  other  hand,  that  our  insurance 
companies  may  be  protected  against  unjust  or  fraudulent  claims. 
Respectfully  submitted, 

A.  A.  Low, 
ToNA  Sturgvs, 
S.  B.  Chittenden, 
Morris  K.  Jesup, 
John  Taylor  Johnston, 

CommUte§. 
New  York,  May  34,  1871. 

To  the  Honorable  the  Legislature  of  the  State  of  Neiu  York,  in  Senate 
and  Assembly  convened: 
May  it  please  your  honorable  bodies : 

The  Chamber  of  Commerce  of  the  state  of  New  York  respectfully 
but  earnestly  remonstrates  against  the  passage  of  Assembly  bills  Nos. 
654  and  625,  and  against  any  and  all  other  bills  containing  provisions 
of  a  kindred  character.  Both  of  these  bills  contain  such  provisions  re- 
specting the  adjustment  of  losses  by  fire  insurance  companies  as  will, 
if  they  become  legal  enactments,  tend  to  increase  the  crime  of  arson,  to 
encourage  the  perpetration  of  frauds,  to  enhance  greatly  and  improp- 
erly the  amounts  of  losses  to  be  paid  by  insurance  companies,  and 
lead  not  onlv  to  a  degradation  of  public  morals,  but  also  to  an  increase 
of  the  burdens  of  honest  citizens  by  involving  their  property  more 
frequently  in  destruction  by  fires  caused  by  incendiaries,  and  by 
making  it  necessary  to  pay  such  greatly  increased  rates  of  premium 
for  insurance  as  will  be  required,  under  such  circumstances,  to  pay 
the  increased  losses.  One  of  these  bills  provides  also  for  the  de- 
posits by  insurance  comptftiies  of  other  states  of  the  union  of  the  sum 
of  $100,000  as  a  pre-requisite  to  the  privilege  of  pursuing  tht  business 
of  fire  insurance  m  this  state.  The  insignificance  of  the  sum,  in  view  of 
the  losses  which  insurance  companies  are  liable  to  sustain  in  any  con- 
siderable city  in  the  state,  and  the  fact  that  all  of  the  assets  of  any  such 
company  are  within  reach  of  the  courts  of  the  country,  render  such  de- 
posits practically  valueless  for  protection.  The  supervision  and  control 
over  such  companies  exercised  in  accordance  with  the  provisions  of 
existing  laws,  by  the  superintendent  of  the  insurance  deparment,  in- 
cluding the  right  of  ascertaining  the  correctness  of  the  ample  annual 
reports  made  bpr  the  companies  to  the  department,  by  a  personal  and 
thorough  exammation  of  their  assets  and  liabilities  by  the  superintend- 
ent renders  any  such  deposits  entirely  useless.  In  addition  to  this,  the 
existence,  in  many  states,  of  what  are  known  as  reciprocal  laws  will, 
if  this  measure  becomes  a  law,  make  it  necessary  for  our  own  companies, 
if  tliey  continue  their  business  in  such  states,  to  deposit  an  equal 
amount  in  each. 

The  effect  of  such  a  locking-up  of  assets  would  make  insurance  com- 
panies unreliable  in  exact  proportion  to  the  degree  to  which  their  assets 
were  thus  specifically  pledged.  The  interest  of  the  citizens  of  the  whole 
country,  and  especially  of  those  whose  property  is  in  cities  or  towns  suf- 
ficiently large  to  furnish  materials  for  an  extensive  loss  of  property  by 
fire,  is  adverse  to  all  such  legislation.  A  loss  of  property  by  fire  causes 
an  urgent  need  on  the  part  of  the  loser,  which  can  only  be  met  by  prompt 
action  and  prompt  payment  on  the  part  of  the  insurance  companies ;  a 
course  which,  in  the  event  of  such  conflagrations  as  have  repeatedly  oc- 
curred in  this  and  in  other  cities  of  this  and  of  other  states,  would  be 
rendered  impossible  by  such  a  hypothecation  of  their  assets.  Under  the 
provisions  of  the  bill  referred  to,  the  existing  policies  must  all  have  ter- 
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minated  in  due  course  of  expiration,  or  by  cancellation,  and  not  less  than 
sir  months  in  addition  to  this  indefinite  period  must  also  elapse  before 
the  deposits  are  released. 

In  view  of  the  wrong:  which  may  be  done  to  the  insured  by  such  special 
pledging  of  its  securities  by  an  insurance  company,  it  is  important  to 
consider  whether,  by  legal  enactment,  companies  which  have  any  con- 
siderable portion  of  their  property  so  pledged  should  not  be  debarred 
from  transacting  business  in  this  state. 

The  Chamber  urges  that  no  such  laws  should  be  enacted  by  the  state 
of  New  York,  which  should  be  foremost  in  legislation  with  regard  to  the 
important  business  of  insurance,  of  the  broadest  and  most  enlightened 
character,  securing  at  once  the  most  ample  and  certain  official  knowledge 
respecting  the  insurance  companies,  and  leaving  them  in  condition  to 
respond  promptly  to  all  just  claims,  however  extensive. 

Dated  ^^vr  York,  April  lo,  187 1. 

Upon  the  conclusion  of  his  pai>cr,  Mr.  Low  said :  Mr.  President,  perhaps 
the  argument  which  the  committee  of  the  Chamber  of  Commerce  has  presented 
might  have  been  extended  to  the  life  insurance  companies ;  if  so,  you  well  ap- 

{>reciate  the  fact  But  there  is  a  distinction.  Our  fure  insurance  companies  are 
argely  incorporated  companies,  and  existing  through  capital  owned  by  the  mer- 
chants of  our  city.  Our  life  insurance,  companies  are,  to  a  great  extent,  mutual 
companies,  under  the  control  of  their  policy  holders  and,  of  course,  their 
interests  do  not  affect  the  interests  of  the  commercial  community  as  the  fire 
companies  do.  Beyond  that,  life  companies  are  not  subject  to  those  vast  and 
devastating  calamities  to  which  fire  companies  are  liable  and  by  which  they  may 
be  broken  up  in  a  day,  or  a  night,  and  tne  safe&;uards  which  seem  necessary  in 
the  one  case  do  not  seem  so  necessary  in  the  other.  For  that  reason,  the  com- 
mittee have  confined  their  remfarks  to  the  fire  companies,  leaving  you  to  extend 
them  to  the  life  companies  if  you  see  fit.  The  memorial  which  was  sent  to  the 
Legislature  of  New  York,  and  which  is  mentioned  in  this  communication,  is  ap- 
pended. It  seems  to  the  committee  hardly  worth  while  to  read  it,  but  it  is  left 
m  the  hands  of  the  convention  to  be  consulted,  if  they  see  proper  to  do  so. 

On  motion  of  Mr.  Brinkerhoff,  the  communication  from  the  Chamber  of  Com- 
merce was  referred  to  the  appropriate  committee. 

Mr.  Row — I  understand  that  the  Hon.  William  Barnes,  formerly  superin- 
tendent of  the  insurance  department  of  this  state,  is  in  the  city,  and,  in  consider- 
ation of  his  eminent  services  to  the  insurance  world,  I  move  that  he  be  invited 
to  a  seat  with  us  as  an  honorarv  member. 

Mr.  Harvey  offered,  as  a  substitute  for  the  motion  of  Mr.  Row,  the  following 
resolution:  That  jJl  ex-commissioners  and  superintendents  of  insurance  be 
invited  to  be  present,  as  honorary  members  of  this  convention ;  and  that  all 
actuaries  and  experts  in  the  business  of  life  and  fire  insurance,  be  invited  to  ap- 
pear before  the  various  committees  of  the  convention,  and  give  their  views. 
Carried. 

The  Presibent — I  am  informed  that  the  National  Boar(}  of  Underwriters  are 
prepared  to  submit  a  communication  to  the  convention  by  a  committee,  of  which 
Mr.  Heald  is  chairman. 

Communication  from  the  National  Board  of  Fire  Underwriters. 

Mr.  Heald,  from  the  committee  of  the  National  Board  of  Underwriters, 
read  the  following  communication : 

Mr.  President  and  Gentlemen — We  appear  before  you  at  this  time  as 
the  representatives  of  the  National  Board  of  Fire  Underwriters,  pursuant  to  a 
resolution  adopted  by  that  board  at  its  recent  annual  meeting  in  this  city.  The 
resolution  is  as  follows : 

"  Rtsohved,  That  the  interests  of  the  public  require  uniform,  clear  and  con- 
cise reports  of  the  condition  of  all  the  fire  insurance  companies  in  the  country, 
and  that  this  board  respectfiilly  requests  the  gentiemen  havinpj  charge  of  the 
departments  in  the  various  slates  to  exert  their  influence  in  brmging  into  use 
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a  imifonn  blank  for  rqxHts ;  and  that  a  committee  of  five  be  appointed  to 
present  the  views  of  this  board  to  the  convention  of  insurance  superintendents, 
to  be  held  in  this  city  in  the  coming  month,  and  to  urge  upon  said  convention 
the  importance  of  uniformity,  both  m  forms  of  reports  and  legislation  relating 
thereto." 

We  appear  before  3rou  with  the  greater  pleasure  and  confidence,  because  we 
believe  you  have  already  experienced  some  of  tlie  difficulties  under  which  we 
labor,  and  because  we  know  that  some  of  you,  where  forms  are  not  prescribed 
by  statutory  enactments,  have  done  and  are  now  doing  all  in  your  power  to  re- 
move the  objectionable  features  in  your  blanks  of  which  we  complain.  It 
surely  is  needless  for  us  to  urge  upon  you  the  importance  of  such  yearly  state- 
ments  from  the  (Ire  companies  as  shall  best  present  to  the  practical  under 
standing  of  the  public  the  true  and  actual  condition  of  the  companies,  while  the 
aggregate  experience  of  the  many  shall  ^ve  to  each  the  data  from  which  to  de- 
duce uie  great  laws  that  underlie  the  business  of  underwriting.  To  unite  these 
two  qualities,  without  rendering  the  annual  statements  too  unwieldy  and  prolix 
foi  general  popular  use,  as  you  are  aware,  has  proved  no  easy  task.  The 
present  condition  of  statistical  information  on  fire  insurance  has  been  the  result 
of  the  past  quarter  of  a  century,  and,  imperfect  as  it  is,  has  been  found  of  incal- 
culable benefit  to  the  practical  underwriter.  Its  progress,  like  all  other 
sciences,  has  been  slow,  but  it  has  already  outrun  an^  similar  aggregation  of 
fire  statistics  in  the  Old  World,  and  challenged  admiration  and  imitation.  The 
importance  which  the  public  mind  attaches  to  this  class  of  information  is  wit- 
nessed by  your  presence  here  to-day,  representing  as  you  do  the  public  senti- 
ment of  the  most  wealthy  and  populous  states  of  the  union.  The  public 
mind  is  thoroughly  awakened  to  the  importance  and  value  of  aggregated 
experiences  in  all  the  avenues  of  business,  as  well  as  in  those  relations 
of  life  wliere  the  great  law  of  average  has  long  since  been  recognized  to  exist. 
Though  the  fire  interests  have  as  yet  no  well-tried  tables  of  mortality  like  the 
life  business,  we  believe  the  time  is  not  far  distant  when  we  shall  be  in  posses- 
sion, through  your  efforts  and  skillful  aggregation  of  our  individual  experi- 
ences, of  tables  and  demonstrations  of  the  great  laws  of  our  business  as  certain 
and  reliable  for  the  practical  and  we  trust  profitable  administration  of  our 
business,  as  the  Carlisle  or  any  other  tables  have  been  found  for  the  guidance 
of  the  great  life  interests  of  this  and  other  lands.  We  do  not  take  it  upon  our- 
selves unsoUcited  to  enter  upon  the  mode  in  which  this  great  end  is  to  be  ac- 
complished, nor  do  we  assume  to  point  out  details  or  recommend  for  your 
aaoption  the  peculiar  form  of  statement  adopted  by  any  of  the  states.  The 
purpose  of  the  National  Board  will  be  answered  if  we  succeed  in  effectively 
calhng  your  attention  to  some  of  the  more  important  items  of  these  annual 
exhibits,  and  securing  a  greater  if  not  perfect  uniformity  in  the  blanks  we  Are 
called  upon  from  year  to  year  to  use  in  giving  to  the  state  and  the  public  that 
information  which  they  are  entitled  to  receive,  and  which  it  should  always  be 
the  pleasure  of  every  sound  and  reliable  company  to  give. 

1.  It  is  all  important  that-these  statements  should  be  made  at  one  given  time, 
at  the  close  of  tne  fiscal  year,  that  they  should  be  made  from  actual  realized 
results,  and  not  from  mere  estimates  of  any  portion  of  the  vear's  business. 
To  this  end  sufficient  time  should  be  allowed  to  enable  all  of  tne  results,  even 
to  the  last  hour  of  the  fiscal  year  to  be  obtained  and  embodied  in  the  state- 
ment. Ordinarily  this  may  be  done  by  the  20th  of  Januarv,  by  American  com- 
panies, and,  if  the  forms  of  report  to  all  the  states  were  alike,  no  difficultv  would 
be  experienced  by  the  aid  of  the  printing  press  in  having  the  same  filea  by  the 
last  day  of  the  month  as  is  now  required  by  most  of  the  states.  When  actual 
results  of  the  year's  business  are  reported  instead  of  at  least  one-twelfth  part 
of  the  entire  rear  by  estimate,  your  information  of  the  real  condition  of  the 
companies  will  be  far  more  accurate ;  the  large  balances  in  the  hands  of  agents 
will  be  reduced  to  more  reasonable  limits  in  many  cases,  and  your  generaliza- 
tions from  details  will  be  of  infinitely  more  value  to  us  and  the  insunng  public. 

2.  The  statement  should  be  in  all  the  states,'as  it  now  is  in  most  of  them,  in 
Ihe  form  of  a  balance,  showing  first  the  actual  cash  assets  and  actual  and  con- 
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tingcnt  liabilities;  and  a  balance  showing  actual  income  and  expenditures. 
The  latler  will  be  comparatively  free  from  diff-cuhies,  and  is  usually  the  same 
or  essentially  so  in  all  the  blanks. 

The  mode  ot  ascertaining  the  actual  cash  assets  and  the  liabilities  will  doubt- 
less be  found  no  easy  i)roblem,  and  when  such  form  shall  have  been  fixed  upon, 
the  certainty  of  obtaining  the  truth  is  by  no  means  as  great  as  we  could  wish  it 
to  be,  though  we  are  glad  to  be  able  to  say  that  instances  of  evident  falsehood 
in  statements  of  late  have  not  been  as  numerous  as  in  former  years.  The  esti- 
mate of  unpaid  losses  can  be  verified  only  by  comparison  with  the  amounts 
actually  paid,  as  is  made  to  appear  by  the  next  annual  statement  The  great 
unsolved,  and,  in  the  present  condition  of  statistics,  unsolvable  problem,  is  the 
true  and  necessary  amount  to  be  retained  as  a  re-insurance  fund.  On  this 
point  there  is,  pernaps,  a  greater  diversity  of  opinion  than  there  is  or  can  be  of 
fact.  It  is  but  fair  that  you  should  officially  assume  a  general  course  of  trade — 
a  uniform  condition  of  tne  business — that  all  prudently-managed  companies  will 
hold  nearly  an  identical  course,  and  that  the  average  of  one  will  be  the  average 
of  another ;  this  certainly  is  true  of  companies  having  actual  capital  and  pru- 
dentlv  managed — not  that  there  is  an  act  lal  average  figure  well  defined  ana  in- 
variable even  among  the  best  as  compared  one  with  another,  but  a  near  approadi 
to  an  average,  fixed  enough  to  enable  us  to  determine  the  actual  condition — re- 
liable enough  to  enable  you  to  detect  and  point  out  any  unsoundness  in  the 
company  or  falsity  in  the  statement 

The  different  percentages  shown  by  the  different  companies,  present  some 
curious  features  oftentimes,  and  the  figures  are  so  widely  apart  as  to  attract  the 
attention  of  even  the  uninitiated.  The  last  annual  report  to  the  insurance  depart- 
ment of  this  state  shows  that  percentage  to  be  as  low  as  19  per  cent,  and  as 
high  as  65  per  cent  of  the  net  cash  premiums  of  the  year,  while  the  average  of 
all  is  a  trifle  over  50  per  cent.,  including  inland  and  marine  premiums.  The 
object  of  thus  comparing  the  unearned  Uability  with  the  net  premiums  of  the 
year  should  be  to  detect  any  divergencies  in  giving  the  amount  of  premiums 
on  unexpired  risks  on  which  uie  percentage  of  liability  is  calculated. 
If,  from  general  experience,  it  be  found  that  fifty  per  cent,  of  the  net  cash 
premiums  of  the  year  will  be  required  for  re-insurance,  you  have  a  rUle,  imper- 
fect though  it  be,  by  which  to  square  the  more  extreme  of  the  lower  averages 
of  unearned  liability.  It  is  not  contended  that  there  may  not  be  exceptions  to 
such  a  figure ;  but  when  it  is  considered  that  this  figure  is  the  average  of  the 
extremes,  it  will  doubtless  be  regarded  as  quite  equitable. 

There  is  na point,  perhaps,  in  the  yearly  statements,  about  which  so  much 
confusion  is  produced  in  the  public  mind  as  that  of  the  net  surplus  of  the 
companief. 

Tnis  has  been  increased  by  the  different  standards  of  estimating  the  un- 
earned liability  adopted  by  the  different  states.  For  instance :  the  same  com- 
pany is  made  to  report  this  liability  by  the  blanks  in  use  at  $1,366,883.60  to 
New- York,  $1,313,587.80  to  Ohio,  and  $1,050,870.32  to  Illinois— thus  making 
its  net  surplus  to  appear  in  these  States  respectively$5i  1,455. 71,  $564»75i-4i» 
and  $827,468.99;  while  across  the  river,  in  Iowa,  the  last  named  is  shrunk  to 
$652,123.99  by  the  deduction  of  deposits  in  other  states;  and  on  the  east,  in 
Indiana,  it  is  augmented  to  $1,878,339.31.  A  comparison  of  these  figures, 
without  the  questions  to  which  they  are  responsive,  is  well  calculated  ta 
impair  confidence  in  their  truth  in  the  minds  of  those  unfamiliar  with  the  re- 
quirements of  the  blanks.  This  example  is  but  one  of  a  hundred  that  might 
be  given.  We  are  required  to  answer  without  erasure  of  word  or  comma,  and 
the  result  is  as  above.  If  we  give  one  answer  to  all  the  states,  we  are  made  to 
itate  that  which  is  substantially  true,  but  by  your  forms  technically  false.  This 
is  another  strong  argument  for  the  adoption  of  at  least  an  uniform  percentage 
on  the  actual  running  premiums  for  all  the  states.  To  the  adoption  of  some 
fair  and  uniform  standard  we  do  most  earnestly  urge  this  convention  in  behalf 
of  the  over-perplexed  underwriters  of  the  country. 

3.  We  think  we  are  safe  in  saying  that  any  form  now  in  use,  however  objec- 
^onable  and  unnecessary  some  of  their  requirements  may  be^  would  be  prefer- 
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able  to  this  worse  than  «* confusion  confounded**  and  the  enormous  labor 
required  to  answer  conscientiously  and  truthfully  (juestions  so  diverse  as  these 
now  are,  which  are  yearlv  put  to  us  by  at  least  thirty  states  in  the  union. 

4.  The  gentlemen  of  tnis  convention,  we  are  ouite  sure  will  bear  with  us,  if 
we  suggest  to  them  that  it  is  in  their  power  to  hx  upon  a  uniform  blank  either 
by  the  exercise  of  the  discretion  given  them  by  their  states  or  by  legitimate 
influence  in  procuring^  the  repeal  of  such  statutory  enactments  as  bind  them,  and 
as  to  requirements  which  are  worthless  to  them  and  onerous  upon  us. 

We  have  confined  our  suggestions  to  the  subject  committed  to  us  by  the 
board  we  represent,  leaving  to  others  to  present  other  subjects  of  common  inter- 
est to  underwriters  generally,  as  was  very  ably  done  3restcTday  by  the  committee 
of  the  New  York  Board. 

In  conclusion,  permit  us  to  say  that  in  our  judgment,  no  underwriter,  worthy 
of  the  name,  will  ever  be  found  complaining  of  the  strictures  of  your  enquiries, 
of  their  searching  character,  or  of  your  fidelity  in  demanding  truthful  inforina- 
tion  for  your  departments  and  the  public.  We  desire  that  the  forms  employed 
should  be  uniform  throughout,  ana  such  as  to  give  the  p  ubtic,  with  which  we 
have  to  do,  such  information  and  facts  in  regard  to  our  business,  as  shall  enable 
it  to  judge  of  the  soundness  of  the  companies  we  severally  represent,  and  at 
the  same  time  protect  itself  against  the  designing  and  unworthy. 


gning  and  unwortny. 
D.  A.  Heald,    )  ^_  r»^„:it,. 
Geo.  L.  Chase,  S  ^"^  ^-^'"^''^'• 


Mr-  Skeels — Mr.  President,  I  ofler  this  resolution : 

Resclved^  That  this  convention  has  listened  with  great  pleasure  to  the  able 
communication  presented  by  the  committees  of  the  New  York  Chamber  of 
Commerce,  the  National  Board  of  Fire  Underwriters,  the  New  York  Board  of 
Fire  Underwriters,  and  the  special  convention  of  Life  Insurance  Companies,  and 
that  the  president  be  directed  to  convey  to  them  the  thanks  of  the  convention 
therefor. 

Mr.  Baeese^I  have  an  amendment  to  offer  to  that  resolution,  as  follows : 

Resohfed,  That  the  suggestions  embodied  in  the  several  papers  will  receive 
the  attentive  and  respectful  consideration  of  the  appropriate  committees,  and 
such  action  on  the  part  of  the  convention  as  their  relative  importance  demands. 

Mr.  Skeels^I  would  accept  that  amendment 

The  President— It  seems  to  be  an  independent  resolution. 

Mr.  Caldwell — But  should  properly  be  connected. 

Mr.  Skeels — ^Very  well,  let  them  pass  as  one  resolution.  ^ 

The  Pkesident — It  is  incorporated,  then,  with  the  resolution  offered  by  Mr. 
SkeeU. 

The  question  was  then  put  on  the  resolution,  as  amended,  and  carried. 

Mr.  Kelsey — I  now  call  for  the  reading  of  this  resolution : 

Risohfed,  That  the  President,  Vice  President  and  Secretary  of  this  convention 
be  authorized  and  requested  to  act  as  an  executive  committee  in  behalf  of  the 
delegates,  to  receive  and  suitably  dispose  of  all  invitations  of  a  social  character, 
from  private  persons,  municipal  authorities,  or  officers  of  corporations,  without 
submitting  the  same  to  vote  of  the  convention^  except  in  cases  where  the  s.ane 
may,  in  their  judgment,  seem  necessary. 

The  resolution  was  adopted. 

Taxation  of  Life  Insurance  Companiei* 

Mr.  Harvey  offered  the  following  resolution : 

Resolved,  That  in  the  practice  of  dividine  its  surplus  among  its  policy-holders, 
a  mutual  life  insurance  company  should  take  into  consideration  the  taxes 
levied  upon  premiums  by  the  state  i^  which  the  policy-holder  resides,  and  that 
no  deductions  for  tax  expenses  should  be  made  from  a  dividend  to  a  policy- 
holder residing  in  a  state  which  does  not  charge  the  company  with  a  tax  upon 
its  premium  receipts  ;  or,  m  other  words,  that  no  portion  of  the  taxes  levied 
upon  premiums  in  one  state  should  be  charged  to  or  imposed  upon  the  policy- 
holders residing  in  another  state. 

On  motion  of  Mr.  Harvey,  ordered  to  be  referred  to  committee  on  taxation. 


Digitized  by 


Google 


42 

Mr.  Smith  moved  that  a  committee  be  appointed  by  the  president  to  inform 
ex-state  officers  of  insurance,  who  are  absent,  that  the  convention  had  formally 
passed  a  resolution  inviting  them  to  take  seats  with  the  convention  as  honorary 
members. 

Which  was  agreed  to. 

The  President  appointed  as  such  committee,  Messrs.  Smith,  Wailes,  and 
Row. 

Mr.  Brinkerhoff — Mr.  President,  I  would  like  to  have  you  announce  to 
parties  who  may  come  in  from  time  to  time,  that  it  i-.  the  earnest  request  of 
every  delegate  that  every  gentleman  representing  fire  or  life,  or  any  o'ther 
interest,  will  give  us,  in  the  several  and  appropriate  committees,  all  the  light 
in  their  power  to  bestow  upon  the  subject  we  are  to  investigate.  We  come 
here  to  learn  the  facts  in  regard  to  these  several  things  with  which  we  are  not 
acquainted ;  and  we  cannot  obtain  information  in  any  way  other  than  by  invit. 
ing  and  receiving  these  gentlemen  in  the  committees. 

rhe  President — I  state  to  those  who  are  present,  to  take  means  to  com 
municate  with  all  the  actuaries  of  life  companies,  the  fact  that  they  are  respea 
fully  invited  to  attend  the  meetings  of  the  committees,  at  the  Fifth  Avenu» 
Hotel,  in  the  evening,  this  and  other  evenings ;  and  that  the  committees  wil. 
be  in  session  there  to  receive  facts,  suggestions,  and  to  hear  arguments. 

Mr.  Smith — Mr.  President,  let  me  mtroduce  to  you,  and  to  this  convention, 
our  honorary  member,  the  Honorable  Elizur  Wright. 

Mr.  Wright  was  received  with  applause,  and  spoke  as  follows  :  I  am  happ) 
to  express  my  thanks  for  the  honor  the  convention  has  done  me  by  its  invitation 
to  witness  its  deliberations.  And  I  think,  even  at  considerable  sacrifice,  I  should 
have  come,  though  without  an  invitation,  as  a  listener.  And  I  am  only  a 
listener  now,  unless  I  am  invited  by  either  your  convention  or  your  committees 
to  speak,  when  I  shall  be  happy  to  give  such  information  as  lies  in  my  power. 

Mr.  Smith — I  now  propose  that  this  convention  request  the  Honorable 
Elizur  Wright,  at  any  time  that  tnay  be  convenient  to  him,  to  address  tlus  con- 
vention, especially  upon  the  subjects  which  are  referred  to  the  committee  of  which 
I  am  a  member. 

The  motion  was  seconded  and  agreed  to. 

Accident  Insurance, 

Mr.  Harvey — I  understand  that  Mr.  Batterson  is  present,  and  that  he  has  a 
communication  to  make  to  this  convention.  If  he  is,  please  to  present  it.  I 
presume  th^convention  is  ready  to  hear  it. 

Mr.  Harvey  moved  that  Mr.  Batterson,  of  The  Travelers  Insurance  Co.,  be 
invited  to  present  his  communication. 

The  motion  was  agreed  to. 

Mr.  Batterson  came  forward  and  said : 
Gentlemen  of  the  Convention: 

I  have  been  requested  to  represent  the  only  companies  in  the  country  making 
a  specialty  of  insuring  against  accidental  loss  of  life  and  personal  injuries. 

It  will  be  apparent,  and  I  trust  without  any  argument  whatever  from  me,  that 
the  same  uniformity  of  public  supervision  in  the  matter  of  annual  reports  and 
various  other  state  requirements,  should  be  observed  in  regard  to  these  com- 
panies, as  may  be  deemed  expedient  and  necessary  for  all  other  branches  of  the 
insurance  business. 

The  same  necessity  exists  for  a  correct  valuation  of  policies,  and  the  com- 
putation of  a  sufficient  reserve  to  provide  for  future  liabiUties,  as  exists  in  regard 
to  any  other  class  of  insurance  policies. 

The  various  points  submitted  by  Mr.  F.  S.  Winston,  chairman  of  the  com- 
mittee appointed  by  the  life  insurance  compahies,  are  referred  to  as  substantially 
covering  the  necessities  of  our  business. 

It  is  proper,  however,  that  I  should  call  your  attention  to  the  fact  that  a  very 
different  standard  of  reserve  should  be  fixed  for  policies  covering  only  one  of 
the  causes  of  mortah'ty,  and  for  a  limited  period  of  time,  from  those  which  cover 
all  of  the  causes,  and  for  the  whole  period  of  life. 
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The  large  experience  of  the  Travelers*  Insurance  Company,  over  a  penod  of 
seven  ana  one-half  years— covering  the  issue  of  over  200,000  policies — ^has 
been  carefully  tabulated,  and  is  hereby  submitted  for  your  consideration  as  the 
most  complete  and  reliable  data  to  be  obtained  on  this  subject. 

These  practical  results  will  be  found  exceedingly  interesting  and  instructive — 
showing  conclusively  that  the  law  of  average  is  equally  reliable  in  determining 
the  premium  to  be  charged  for  a  policy  against  accidental  loss  of  life  or  per- 
sonal injury,  as  it  is  in  regard  to  any  otner  contingency  against  which  insurance 
policies  ever  have  been  written. 

Tu  every  person  accidentally  killed,  it  is  found  that  about  80  persons  will 
receive  non-fatal  injuries  producing  an  average  disability  of  20  days,  and  as 
$650  insured  as  compensation  for  personal  injury  is  to  $5,000  insured  against 
accidental  death,  so  these  sums  are  to  the  premium  charged  on  the  assumption 
that  the  losses  will  be  equal. 

Up  to  the  first  of  January  of  the  year  1871,  this  company  had  paid 
$1,234^498.30  in  losses  to  policy-holders.  Of  this  sum,  $625,825  were  paid 
for  accidental  death  losses,  and  $608,673.30  for  claims  paid  as  compensation 
forpersonal  injuries. 

The  monthly  average  for  accidental  death  claims  has  been  $7,726,  and  the 
monthly  avera^  for  personal  injuries  non-fatal,  $7,514.48 

In  the  whole  history  of  the  insurance  business,  we  invite  reference  to  any 
law  more  clearly  proven  or  as  nicely  balanced  by  actual  results. 

In  this  oonnection  vour  attention  is  especially  invited  to  the  company's 
reserve  tables,  by  whicn  there  is  constantly  maintained  for  the  protection  of 
■  unexpired  risks,  a  reserve  which  exceeds  the  probable  losses  ascertained  by  ex- 
perience with  an  addition  thereto  of  fifty  per  cent.,  and  this  fund  is  kept  intact 
over  and  abeve  the  capital  stock  ahd  all  other  resources.  The  assumptions 
upon  which  this  reserve  is  made  have  proved  to  be  more  and  more  reliable  by 
the  actual  results  of  every  succeeding  yesr's  business. 

We  believe  that  in  no  other  branch  of  insurance  have  there  been  more  liberal 
benefits  conferred  for  the  premiums  paid.  And,  further,  it  is  respectfully  sub- 
mitted, that  the  results  of  this  limited  life  or  accident  insurances  are  especially 
deserving  careful  consideration  by  all  interested  in  life  insurance  in  this  particu- 
lar ;  that  the  experience  of  these  companies,  when  fully  analyzed  and  tabulated, 
will  furnish  a  mass  of  statistics  nowhere  else  attainable  respecting  the  effect 
which  the  accidental  element  has  among  different  classes  of  persons  and  pur- 
suits. 

The  statistics  herein  referred  to  apply  solely  to  the  accident  department  of 
this  company's  business,  and  not  to  l\ill  life  and  endowment  policies,  which, 
with  the  premiums  thereon  received,  are  kept  distinct  and  separate,  and  valued 
by  the  same  rule  of  reserve  applied  to  like  poUcies  written  by  all  other  life  com- 
panies. 

In  conclusion,  we  indulge  the  hope,  without  knowing  on  what  it  is  based, 
that  the  day  is  not  far  distant  when  contracts  of  insurance  will  be  regarded  in 
the  same  light  as  all  other  classes  of  commercial  contracts,  and  not  so  recon- 
structed and  enlarged  by  the  findings  of  courts  and  juries,  that  the  extent  of  the 
undertaking;  can  never  be  determined  wilh'^anjr  degree  of  accuracy  by  the  par- 
ties themselves.  Then  we  shall  be  able  to  avoid  many  of  the  evils  arising  from 
fraudulent  experiments  upon  the  funds  of  insurance  companies,  and  more  fully 
protect  the  honest  insurant  upon  a  still  lower  scale  of  premiums  than  hitherto 
received. 

Mr.  Brinkerhopf  moved  that  the  report  of  Mr.  Batterson  be  received, 
and  that  it  take  the  course  of  the  other  documents  which  have  preceded  it,  and, 
also,  that  his  name  be  included  in  the  resolution  offered  by  Mr.  Skeels. 

The  motion  was  seconded  and  a^eed  to. 

^Ir.  Smith — Mr.  President,  the  Honorable  Elizur  Wright  expresses  his 
willingness  now  to  address  us.  Mr.  Wright  informs  me  he  is  expecting  a  tele- 
gram calling  him  out  of  the  city,  and  unless  we  improve  the  present  moment  we 
may  not  receive  the  benefit  of  his  remarks. 

Mr.  Wright  was  invited  to  address  ihe  meeting ;  and  come  forward  and  said : 
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Address  of  Hon.  Euzur  Wright. 

Mr.  President  and  Gentlemen — In  speaking  on  this  question,  of  the 
proper  valuation  of  life  policies,  I  shall  have  to  invoke  your  very  ^eat  patience 
tor  two  reasons.  It  is  a  subject  on  which  one  can  be  very  easily  misunderstood^ 
and  my  vocal  faculties  are  such  that  it  "is  very  difficult  for  me  to  make  myself 
understood,  where  I  understand  the  subject. 

I  wish  to  call  your  attention  to  an  historical  fact,  as  preliminary  to  what  I 
shall  say  in  regard  to  the  valuation  of  life  policies. 

As  you  are  informed  bv  the  president,  life  insurance  has  flourished  on  the 
other  side  of  the  water,  for  many  years.  It  originated  there  as  an  application 
of  the  principles  of  gambling  by  a  bank  to  a  useful  purpose,  that  is,  providing 
for  a  family.  These  life  insurance  companies  as  eamolin^  banks  (I  do  not 
intend  any  disrespect  to  life  insurance  companies,  I  refer  merely  to  the  fact),  were 
established  under  the  teachings  of  mathematicians,  such  as  rascal,  and  many 
others  whom  you  are  familiar  with.  They  existed  for  vears ;  and  it  began  to  be 
feared  by  those  who  observed  their  progress,  that  the  oanks  would  fail.  They 
were  reformed  by  Dr.  Price,  the  great  friend  of  Dr.  Franklin,  in  regard  to  this 
liability  to  &ilure. 

They  were  put  on  a  new  foundation,  by  which  they  were  made  safe,  as  gam- 
bUne  banks,  llie  original  bet  with  the  bank  was  by  the  individual,  that  he 
would  die ;  and  the  bank  bet  that  he  never  would  die.  The  bank  staked  a 
certain  sum ;  and  the  individual  would  have  had  to  stake  exactly  the  same  sum, 
plus  the  sum  necessary  for  the  bank  to  diarge  as  its  profits — say  one-third, 
but  that  would  not  be  an  attractive  bet :  that  would  not  provide  for  a  family  at 
all  ;  but  the  bank,  taking  into  consideration  that  it  would  realize  upon  the 
stake  laid  down  (which  would  be  in  its  hands  until  the  man  diedj  a  certain  in- 
terest, applied  to  the  mathematicians  to  calculate  this  interest  to  nnd  what  sum 
paid  down  would  make  the  bank  good  for  the  ultimate  certain  loss  of  the  bet, 
and  the  expenses.  This  is  single  premium.  This  bet  began  to  be  attractive : 
this  will  do  something  to  provide  for  a  family.  Say,  if  a  man  is  thirty,  he  pays 
in  three  hundred  dollars,  ne  may  have  a  thousand  when  he  dies,  by  virtue  of 
the  accumulation  of  interest.  But  the  bank  can  make  it  still  more  attractive,  by 
commuting  or  substituting  for  the  single  premium  an  annuity  payable  during  the 
life  of  the  party.  That,  with  the  extra  charge  for  expenses,  is  the  annual  premium. 
But  the  party  might  cease  to  pay  the  annuity ;  so  that  there  is  a  necessity  here  for 
another  bet.  This  additional  bet  is,  that  the  party  will  persist  in  paying  the  an- 
nuity. He  bets  he  will  persist ;  the  bank  bets  he  will  not  persist  His  stake  is 
whatever  he  has  paid,  wnat  annuity  remains  in  the  hands  of  the  bank  at  the  timel 

The  bank,  on  tne  other  hand,  stakes  that  if  he  does  pay  the  annuity,  the  bank 
is  under  obligation  to  continue  the  risk.  In  these  two  bets  a  man  is  secured 
against  being  left  out,  being  dropped  at  any  time  when  he  shall  cease  to  be  in- 
surable ;  and  this  is  what  provides  for  the  family  through  the  gambling  bank. 
But  they  never  did  provide  for  the  parties  going  out ;  that  never  was  taken  into 
consideration.  The  consequence  of  leaving  this  out  of  mind,  leaving  out  any 
equitable  surrender  value,  was,  that  by  the  profits  on  these  bets  the  company 
could  get  along  without  the  reserve  that  they  are  now  obhged  to  keep.  That  is  to 
say,  thev  found  by  experience  that  the  bet  on  persistence  yielded  them  enough 
to  pay  tneir  expenses,  and,  often,  to  pay  their  claims ;  so,  they  did  not  seem  to 
have  any  necessity  for  a  reserve ;  and  they  would,  therefore,  divide  up  among 
the  members,  or  squander  in  expenses  whatever  was  left,  after  paying  the  claims 
of  the  year,  and  go  on  in  that  way.  That  was  the  rule  with  a  large  number  of 
companies  in  Great  Britain ;  and  that  it  was  which  brought  them  to  grief. 

There  were  a  few  companies,  always,  that  followed  the  counsels  of  Dr.  Price, 
and  made  a  valuation  by  assuming  a  certain  rate  of  interest  and  mortality.  By 
this,  they  valued  all  their  risks  and  probable  expenses,  as  a  debit  against  the 
company.  Then  they  valued  all  the  future  premiums,  actually  receivable,  as  a 
credit  to  the  company,  adding  to  this  their  present  fund.  In  that  way  they  ac- 
tually kept,  by  a  perfect  gross  valuation,  the  same  reserve  that  we  get  at  oy  a 
net  valuation. 
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That  I  may  not  be  misunderstood  on  this  subject,  I  put  together,  very  hastily, 
before  I  came  from  home,  a  few  words,  which  you  will  allow  me,  perhaps,  to 
read.  The  valuation  which  was  established  by  law,  in  Massachusetts,  in  1S58, 
the  net  valuation,  has  been  considered  by  the  public  at  large,  and  by  a  ereat 
many  insurance  men,  as  applied,  as  a  test  of  solvency  of  the  company.  That 
was  not  the  intention  of  those  who  framed  the  law  and  applied  this  vsduation. 
It  was  not  considered  a  test  of  solvency,  for  reasons  which  1  shall  explain. 

Actual  insolvency,  or  inability  to  pay  a  present  debt,  is  a  fact  which  speaks 
for  itself.  Conversely,  the  abihty  to  pay  all  debts  now  due  is  solvency,  ana  this 
is  a  fmct  which  speaks  for  itself.  The  question,  then,  which  seeks  an  answer  is 
not  that  of  solvency  in  the  sense  of  the  market  It  is  rather  whether  the  con- 
dition of  solvency  at  present  existing  will  continue  until  every  pending  contract 
is  settled. 

As  the  human  mind  is  not  known  to  possess  any  prophetic  faculty  whatever, 
outside  of  what  it  bases  on  the  assumption  that  what  Aas  been  wi//  be,  this  ques- 
tion of  ultimate  solvency  will  depena  upon  the  accuracy  of  observations  upon 
the  past  in  regard  to  all  the  causes  that  may  affect  it 

If  there  were  no  other  contingencies  in  the  case  beside  those  which  belong 
to  the  duration  of  life  and  the  interest  of  money,  the  conclusion  at  the  strongest 
could  be  only  probable.  We  can  never  be  certain  of  more  than  a  reasonable 
degfee  of  safety^  on  the  score  of  the  arithmetical  calculations  founded  on 
hypotheses.  There  are  other  practical  elements  that  do  not  admit  of  these 
calculations,  and  are  only  to  be  met  by  courage  and  faith. 

Obviously,  if  we  wish  to  approximate  the  line  which  divides  between  such 
resources  as  probably  will,  and  such  as  probably  will  not  meet  all  the  debts  of 
a  company  as  they  become  due,  our  caloilation  or  valuation  must  not  omit  any 
thing  calculable  which  pertains  to  the  subject.  Consequently  it  cannot  be  a  net 
valuation^  which  purposely  ignores  many  quantities  that  affect  the  solution. 
Neither  can  it  be  such  a  gross  valuation  as  is  conmionly  made,  since  that  also 
omits  quantities  equally  important. 

The  gross  valuation  which  you  find  in  English  balance  sheets  generally  omits 
the  expenses  altogether.  In  1S44,  when  I  spent  seven  months  in  London,  I 
had  the  curiosity  to  make  a  collection  of  balance  sheets  ot  companies,  and  I 
obtained  about  100 ;  and  I  am  very  sure  that  in  these  valuations  there  was  no 
notice  taken  of  future  expenses,  with  the  exception  of  three  or  four  companies. 
In  general,  if  they  eive  a  balance  sheet  at  ail,  they  balance  the  liabilities  on 
the  policies  against  Uieir  assets  and  the  full  value  of  their  future  premiums. 
In  this  case,  a  company  may  be  made  to  appear  to  have  a  very  large  balance 
in  its  favor»  at  a  time  when  its  insolvency  cannot  be  more  than  a  dozen  years 
ahead,  by  any  probability.  Whereas,  it  they  had  made  an  assumption  that 
the  expenses  of  the  future  would  be  the  same  as  those  of  the  past — say  fifteen 
per  cent,  on  their  premium  income,  whatever  it  might  be — if  they  had  applied 
this  in  the  same  way  as  a  liability,  and  added  it  to  the  liabilities  on  the  risks, 
they  would  have  been  below  par.  This  test  of  solvency  would  not  have  shown 
them  to  be  insolvent  at  the  time  by  anv  manner  of  means,  because  there  are 
always  quantities  whi^  cannot  be  calculated.  One  of  these  quantities,  in  the 
absence  of  any  surrender  value,  is  what  may  be  made  on  surrender  and  lapse, 
whidi,  in  old  companies,  is  a  very  important  element ;  so  much  so,  that  I  have 
in  my  mind  at  this  moment  a  company  which,  by  its  last  report — by  a  fair,  gross 
valuation,  in  which  the  expenses  were  included — did  appear  to  be  solvent ; 
whereas,  five  or  six  years  ago.  by  its  report,  it  was  evidentlv  insolvent ;  and  its 
solvency  has  been  brought  about  by  tne  bad  credit  whicn  had  come  upon  it 
from  an  exposure  on  this  side  of  the  water ;  which  was  prevented  from  getting 
public  on  tne  oUier  side,  in  the  public  prints,  l>y  the  libel  laws  of  England,  but 
which  had  got  to  the  knowledge  of  the  old  policy  holders  of  that  company,  and 
four  millions  of  pounds  sterling  went  out  in  one  year,  and  in  the  next  year 
rather  more.  And  at  the  end  of  that  time,  there  had  been  such  a  wiping  out 
of  habiHties  that  the  company  recovered,  and  is  now  probably  among  the  class 
of  companies  that  actuanes  would  not  question  to  be  solvent 
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To  decide  whether  a  compftny  U  more  likely  to  succeed  than  to  hH  in  meet- 
ing the  ultimate  claim  on  its  eusting  contracts,  the  following  things,  at  least, 
are  to  be  duly  considered. 

1.  Its  present  assets. 

2.  The  actual  premiums  receivable. 

3.  The  rate  of  interest  that  may  be  expected,  as  an  average,  from  the  present 
moment  till  the  latest  claim  falls  due. 

I  mean,  here,  that  rate  of  interest  which  is  averaged  on  all  the  funds  from 
premiums  from  the.  time  it  is  received.  Any  large  working  company  is  always 
supposed  to  have  a  large  sum  which  is  not  at  mterest,  which  reduces  the  average 
interest  below  that  of  the  investments. 

4.  The  rate  of  mortality  that  may  be  exj>ected. 

5.  The  range  of  the  policies,  or  the  chance  that  the  average  daim  will  be  more 
or  less  than  the  average  policy. 

This  is  a  thing  that  is  necessary  always  to  be  taken  into  account,  and  it  is 
provided  for  by  that  excess  of  loading  which  remains  after  the  expenses  are 
paid,  which  is  provided  for  contingencies.  This  is  a  contingency  which,  very 
frequently,  is  little  thought  of  by  actuaries,  or  by  departments,  and  endangers 
a  young  company,  especially  where  it  takes  large  policies.  That  is  the  reason 
why  a  young  company  should  always,  in  prudence,  re-insure  everything  that  is 
above,  say,  three  or  five  thousand  dollars.  Otherwise  this  may  happen,  that 
the  average  of  its  death  claims  may  be,  perhaps,  $5,000,  while  the  average  of 
policies  is  only  $2,000 ;  so,  while  its  mortality  is  less  than  was  to  have  been  ex- 
pected, its  losses  would  be  a  great  deal  more. 

6.  The  probable  expenditures  outside  of  policy  claims. 

7.  The  effect  of  foHeiture  and  surrender. 

All  these  things  are  to  be  taken  into  account  when  you  test  the  solvency  of  a 
company ;  and  it  requires  a  great  degree  of  judgment  and  experience,  in  addi- 
tion to  mathematics,  to  solve  the  Question  whether  a  company  should  be  allowed 
to  go  forward  and  issue  new  policies,  or  should  be  restrained.  As  a  test  of 
this,  a  net  valuation  does  not  begin  to  approach  the  subject.  A  net  valuation 
is,  as  I  hope  to  be  able  to  show  you,  a  great  safeguard ;  and  I  do  not  think 
anything  is  to  be  taken  back  that  has  ever  been  saidin  its  favor.  Gross  valua- 
tions usually  either  ignore  the  last  three  considerations,  or  assume  that  the 
profits  of  forfeiture  and  surrender  will  pay  all  expenses  outside  of  the  claims. 
In  the  presence  of  this  conflict  of  counter-assumptions,  a  valuation  of  any  sort 
becomes,  m  foct,  valueless.  Nothing  in  the  business  is  more  certain  than 
working  axpenses.  And  nothing  is,  perhaps,  less  calculable  than  Uie  profits  of 
lapse  or  surrender. 

You  might  as  well  set  two  unknown  Quantities  in  conflict  as  a  known  quan- 
tity with  an  known  quantity.  So  that  all  calculations  based  upon  what  will  be 
made  out  of  the  lapse  or  surrender  of  policies  should  be  thrown  out  of  the  ac- 
count ;  and  it  should  be  so  much  surplus. 

The  aim  of  a  well-managed  company  should  be  neither  to  gain  nor  to  lose  by 
the  withdrawal  of  policies  before  maturity,  and  to  reflate  ex])enditures  outside 
of  the  policies  so  that  it  shall  bear  a  constant  ratio  to  the  insurance  value, 
or  be  pn^rtioned  to  the  strength  of  the  company.     Supposing  these  two  things 
settlea  satisfactorily,  we  mav  approach  the  solution  by  discounting  all  the  future 
liabilities  and  expenses  on  tne  policies  by  average  mortality  and  interest,  for  the 
debit,  and  discounting  the  future  assets  in  the  same  way  to  be  added  to  the  present 
assets  as  the  credit     In  my  own  mind,  an  assumption  of  six  per  cent,  as  the 
rate  of  interest  to  be  assumed,  is  not  unreasonable  if  backed  Dy  considerable 
capital.     The  various  rates  of  mortality  in  use  differ  so  little  in  their  results, 
that  their  difference,  in  presence  of  other  contingencies  that  afiect  the  question, 
is  not  worthy  of  much  attention.     There  can  be  very  little  probability  of  care- 
fully selected  lives  falling  below  the  vitality  of  either  the  American  experience 
as  adopted  in  New  York,  or  the  combined  experience  of  the  English  companies, 
adopted  as  the  standard  in  Massachusetts.     If  a  gross  valuation  at  six  per  cent, 
by  either  rate  of  mortality,  provides  a  sufficient  reserve  out  of  the  future  prem- 
iums to  meet  the  future  expenses,  it  will  unquestionably  show  us  what  could  not 
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LIFE  INSURANCE  CHART. 


Analysis  of  Premiums,  and  establishment  of  a  Savings  Bank  or  Triist  Fund^ 
distinct  from  the  Insurance  part  of  the  business,  which  necessarily  result  from 
a  la>y  presaibing  a  reserve  fixed  by  net  valuation.  By  Actuaries'  Mortality  at 
4  per  cent.  

Polley  fbr  $1,000,  tntered  at  35,  payable  at  100,  or  previous  death. 
Actual  Premium,  $26.38.     Met  Premium,  $19.87. 
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be  learned  from  a  net  valuation,  to  wit :  the  position  of  the  company  in  regard 
to  that  dividing  line,  of  which  I  have  spoken,  between  sufhcient  and  insufficient 
resources. 

For  mutual  companies  it  seems  highly  expedient  to  give  this  line  so  wide  a 
berth  that  there  can  be  no  doubt  of  even  superabundant  resources,  and  no  ne- 
cessity to  discover  their  exact  position  in  regard  to  the  line.  Hence  the  more 
convenient  net  valuation,  whicn  checks  extravagant  expenditure  and  favors  the 
long-livers  by  fixinc;  and  maintaining  a  high  standard  of  reserve,  is  far  better 
for  them.  With  tie  premiums  they  usually  charge,  if  they  acquire  any  con- 
siderable amount  of  business,  although  it  should  take  the  whole  of  the  guaran- 
tee capital  at  the  end  of  three  or  four  years  to  make  up  the  premium  reserve  by 
net  valuation,  there  may  be  no  indication  of  want  of  resources  to  meet  the  last 
claim.  The  so-called  "  impairment  of  capital"  may  be  a  good  reason  for 
closing  the  construction  account  and  pressing  that  work  of  accumulation  on 
which  this  sort  of  insurance  depends,  to  keep  the  risks  within  manageable 
bounds. 

After  you  have  consumed  your  capital  in  obtaining  a  considerable  business, 
say  three  or  four  thousand  policies,  the  gross  valuation  wouH  not  show  you  any- 
where near  the  line  between  solvency  and  insolvency.  It  would  show  vou  that 
you  had  full  future  resources  and  premium  income,  which  would  pay  all  claims 
to  be  expected. 

But  if  stock  companies  are  to  exist  at  all,  it  must  be  for  the  benefit  of  the 
insured  in  reducing  the  cost  of  insurance,  as  well  as  for  the  benefit  of  the  stock- 
holders. Of  course,  as  nothing  returns  to  the  policy-holder  in  the  way  of 
surplus  or  dividend,  he  can  only  be  benefited  by  the  reduction  of  the  premiums. 
If  tne  state  requires  of  this  sort  of  company  a  reserve  higher  than  is  absolutely 
necessary,  though  it  may  not  preclude  ultimate  profit,  it  will  oblige  the  com- 
pany either  to  raise  its  premiums,  or  forego  dividends  to  stock  longer  than  the 
stockholders  may  be  willing  to  wait. 

If  six  per  cent,  may  be  relied  on  as  obtainable  on  safe  investments,  and  the 
actual  premiums  have  a  margin  of  twenty  per  cent,  over  the  net  premiums  at 
six  per  cfent.,  there  need  be  no  apprehensions  of  the  insolvency  of  the  com- 
pany when  it  shows  available  assets  equal  to  the  net  premium  reserve  at  six  per 
cent.  And  to  X\it  policy-holders  it  is  of  no  consequence  whether  this  premium 
reserve  comes  from  their  own  past  premiums,  or  tne  capital  stock  put  in  place 
of  it.  The  net  valuation,  in  case  the  actual  premiums  exceed^  the  net,  has  the 
advantage  of  not  anticipating  the  margins  of  the  premiums,  and  if  the 
assets  equal  the  net  reserve,  then  3ie  whole  of  the  margins  are 
shown  to  be  in  reserve  for  future  expenses  and  contingencies.  Hence, 
knowing  the  actual  premiums  of  a  company,  and  knowin?  them  to  have 
ample  margins  above  t^e  net  ones,  a  net  valuation,  though  it  is  no  test 
whatever  of  solvency,  does  furnish  all  the  information  we  need  as  to 
standing  and  progress.  It,  in  fact,  prescribes  an  analysis  of  the  business 
of  a  life  insurance  company  into  two  distinct  parts,  and  makes  it  possible 
to  carry*  it  on,  whether  upon  the  stock  or  the  mutual  principle,  with  strict 
equity  between  persistent  and  receding  policy  holders.  To  illustrate  this 
I  have  prepared  two  tables,  at  two  different  rates  of  interest,  which  show 
what  becomes  of  the  successive  premiums  till  the  policy  terminates.  One 
of  these  tables' I  put  in  type.  I  was  detained  by  other  business  so  that 
I  could  not  get  both  of  them  in  type,  but  have  had  a  clerk  interline  the 
6  per  cent  valuation  at  intervals  of  five  years  with  the  4  per  cent 
valuation.  I  have  some  of  these  tables  here,  and  if  the  convention  sees 
fit  to  exercise  a  little  patience  upon  them  I  will  put  some  of  them  in  their 
hands,  and  illustrate  what  I  mean  by  the  analysis  just  spoken  of. 

[Mr.  Wright,  after  distributing  the  tables,  continued  :J 

I  would  say,  gentlemen,  that  my  chief  interest  in  a  net  valuation,  and 
what  I  value  it  for  more  than  anything  else,  is  that  it  does  make  it  pos- 
sible for  a  life  insurance  company  to  deal  equitably  with  its  retiring 
members.  Now,  in  all  our  programmes  you  will  find  this  statement  to 
the  policyholder  or  to  the  applicant  that,  in  case  it  becomes  necessary 
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for  the  party  to  leave  the  companj,  an  equitable  surrender  value  will  be 
given.  There  is  nothinfi;  in  the  policjr  itself  of  that  nature.  By  the 
terms  of  the  policy  itself  all  the  premiums  that  have  been  paid— in  case 
of  the  failure  to  pay  a  premium  when  it  becoides  due — are  the  property 
of  the  company.  This  goes  back  to  the  original  system,  and  is  the  sys- 
tem which^  is  now  adhered  to  abroad.  But  the  moment  you  apply  a  net 
valuation  to  the  company  it  becomes  possible  to  deal  equitably  with  the 
retiring  members,  that  is  to  say,  to  allow  them  to  go  out  and  make  only 
so  much  out  of  their  going  out  as  will  keep  the  company  reasonably 
whole. 

I  have,  with  some  care,  studied  what  has  been  written  on  the  other 
side  of  the  water  by  the  British  Institute  of  Actuaries,  a  very  learned 
and  capable  body  of  men.  I  won't  say  that  they  are  owned  *' body  and 
soul  '*  by  the  life  insurance  companies  of  Great  Britain,  but  I  do  say  that 
they  are  not  owned  by  the  public  outside  of  the  life  insurance  com- 
panies. [Laughter.]  They  have  never  treated  very  seriously  on  this 
subject  of  equitable  surrencier  value.  They  have  thrown  out  theories  of 
one  sort  and  another,  all  of  which  may  be  easily  shown  to  be  absurd 
when  they  are  applied  to  particular  cases  that  constantly  arise.  However 
well  they  might  suit  some  cases,  there  «tre  other  cases  which  they  do  not 
suit  at  all. 

Now  the  net  valuation  applied  to  premiums  that  are  abundantly  suf- 
ficient, causes  a  very  great  security  to  the  company  against  an  increase  of 
mortality  or  deterioration  of  lives,  and  also  has  this  property  that  it 
allows  the  company  to  deal  equitably  by  those  who  retire. 

I  wish  to  call  your  attention  very  particularly  by  this  table  to  the 
analysis  which  the  net  valuation  necessarily  eflfects  when  enforced  by 
law,  between  the  savings  bank  part  of  the  business  and  the  insurance 
part  of  the  business. 

I  take,  for  example,  two  policies,  one  an  ordinary  life  policy  payable 
at  death,  and  which  we  treat  as  an  endowment  payable  at  death  or  loo, 
and  a  ten-year  endowment  In  our  calculation  we  cannot  admit  of  any 
indeterminateness  as  to  the  termination  of  the  risk;  therefore  we 
assume  loo  in '  Massachusetts  or  96  as  the  limit  in  New  York.  The 
actual  annual  premium  of  this  whole  life  policjr  entered  at  35  is  $26.38. 
If  you  proceed  by  a  net  valuation  by  the  actuaries'  mortality  at  four  per 
cent,  you  would  have  $19.87  as  the  net  premium,  and  the  excess  is  the 
margin. 

In  column  one  I  have  placed  this  margin  of  $6.51.  If  I  had  taken 
a  premium  at  six  per  cent,  which  is  $20.41,  the  net  of  that  would  have 
been  $16.49,  ^^^  ^^  margin  would  have  been  $3.96  all  the  way  through 
the  policy.  Of  the  net  premium  that  part  which  ^oes  to  pay  the  claim 
is  in  the  second  and  third  columns.  At  first  nothmg  is  derived  from  in- 
terest on  the  other  part  of  the  premium.  The  normal  cost  of  insurance 
on  the  policy  at  four  per  cent  is  $8.83  the  first  year;  at  six  per  cent 
it  is  $8.69. 

The  fourth  column  is  the  amount  of  risk  carried  bj^  the  company. 
The  first  year  at  thirty-five  it  is  $991.74  on  $1,000  at  six  per  cent,  and 
$988.53  at  four  per  cent. 

The  fifth  column  is  the  present  value  of  the  quantities  in  the  second 
and  third  columns,  assuming  the  actuaries'  mortality  and  the  interest  to 
be  either  four  per  cent  or  six.  The  present  value  will  show  you  what 
the  policy  will  contribute  to  death  claims  on  other  policies.  If  you  will 
go  on  to  column  seven,  there  is  what  the  law  requires  you  to  reserve- 
to  have  on  hand  at  the  end  of  the  year.  Of  course,  you  have  to  deposit, 
in  order  to  have  $11.48  at  the  end  of  the  year,  $11.04  of  the  premium 
at  the  beginning  of  the  year.  And,  if  it  is  at  six  per  cent,  you  deposit 
of  the  net  premium  $7.80,  which  becomes  $8.26  at  the  end  of  the  year. 
Now,  this  column  of  net  values  at  the  end  of  the  policy  year  is  that 
which  can  never  be  used  by  the  company  to  pay  claims  on  other  policies. 
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It  18  kept  as  a  trust  fund  against  the  time  that  the  policy  itself  matures. 
That  is  the  significance  of  the  net  valuation  that  a  certain  portion  of  the 
net  premium  is  held  in  jtrust  for  the  policy  itself,   and  can  never  be 
touched.     It  could  be  borrowed   if  it  were  necessary,  but  the  company 
that  was  under  the  necessity  of  borrowing  from  that    fund,  might   as 
well  be  closed  to  new  business  till  the  debt  is  paid.     That  necessity,  at 
least  until  a  company  is  in  its  dotage — until  it  is  pretty  nearly  a  hundred 
years  old — could  not  be  supposed  to  exist,  as  I  shall  show  you  presently. 
Now,  by  confining  your  attention  to  these  two  columns  of  the  normal 
cost  of  insurance,  two  and  three,  and  running  down  the  page,  you  will 
see  that  at  the  age  of  sixty-four,  at  four  per  cent,  the  normal  cost  of 
insuring  takes  the  whole  of  the  net  premium,  $19.87,  and  derives  thirty- 
six  cents  elsewhere,  that  is,  from  the  interest  on  the  reserve.     After  that 
age  is   reached,  and  the  reserve  at  the  end   of  the  year  has   become 
$466.36,  4  per  cent  yields  more  interest  than  is  necessary  to  keep  it  up, 
so  that  thirty-six  cents  can  then  be  used  to  pay  the  death  claim.      The 
next  year,  $1.20  is  derived  from  this  fund — this  is  excess  of  the  interest. 
That  is  to  say,  the  accumulation  then  goes  on  more  slowly,  and  the  interest 
contributes  to  aid  the  net  premium  in  paying  the  increased  cost  of  carry- 
ing the  risk.    The  risk  itself  has  decreased  very  much ;  the  cost,  however, 
has  so  much  increased  that  it  requires  the  whole  of  the  net  premium 
and  a  certain  portion  of  the  interest,  never  a  cent  of  the  principal,  but 
a  certain  portion  of  the  interest  to  help  out  the  payment  of  death  claims. 
Let  me  call  your  attention  to  a  very  important  thing — more  important 
than  anything  I  have  yet  said— in  regard  to  a  valuation  being  made  at  a 
low  rate  of  interest.     If  you  look  at  the  age  of  75  and  six  per  cent,  the 
reserve  is  $598.15,  and  that  will  yield  $18.27  to  help  the  company  to 
carry  the  risk  through  the  year;  but  no  more  than  that.     Now  the  $655 
which  is  in  reserve  at  4  per  cent  interest  had  $10.42  to  help  carry  the 
risk.     Supposing  that  the  investment  yields  6  per  cent,  it  will  also  give 
about  $13  extra,  besides  keeping  up  the  reserve;  so  that  by  13  added  to 
30,  you  have  the  resource  increased  for  the  mortality  of  that  particular 
year.     That  is  to  say,  a  4  per  cent  valuation  will  carry  you  safely  through, 
if  the  mortality  of  that  year  is  increased  in  the  ratio  of  43  to  30.     Where-, 
as,  if  you  reserve  only  at  6  per  cent,  you  have  nothing  at  all  except  the 
normal  cost.    The  normal  .cost  of  carrying  $385.50  is  $i6.49  +  $i8.27; 
so  that  your  6  per  cent  reserve  affords  you  no  rc{source  for  any  decrease 
of  vitality  in  the  company.     A  4  per  cent  reserve  gives  you  an  increased 
resource — an  entirely  additional  resource — in  the  old  age  of  the  com- 
pany.    This  resource,  of  course,  if  the  vitality  has  not  diminished,  will 
be  used  for  dividends,  which  may  be  larger  on  the  old  policies ;  but  the 
company  does  not  guarantee  the  dividend.     It  has,  therefore,  a  resource 
in  this  extra  amount  for  the  depreciation  of  the  vitality,  and  in  a  mutual 
company  that  is  very  important;  and  it  is  especially  important,  if  you 
are  to  deal  equitably  with  your  retiring  members. 

If  you  will  refer  to  column  five,  you  will  find  a  sum  opposite  each  age 
which  expresses  the  reciprocal  interest  of  the  company,  as  an  insurance 
company,  in  the  persistence  of  the  policy.  See  at  the  age  of  60.  The 
insurance  value  is  $241.94 — that  is  the  present  value  of  all  the  normal 
costs  of  the  risks  that  a  company  will  receive  ;  it  also  represents 
the  value  of  the  company  to  the  member,  for  these  are  reciprocal  in- 
terests. Now,  if  both  parties  wanted  to  recede  from  the  contract,  they 
would  recede  without  any  consideration  on  either  side — these  two  mutual 
interests  would  be  exchanged,  given  up;  but  if  only  one  party  wishes  to 
recede — and  that  is  nearly  always  the  individual,  for  it  is  the  company's 
interest  to  insure  unless  it  be  a  bad  life — it  is,  therefore,  always  the  in- 
dividual member  who  wishes  to  recede  from  the  contract,  and  he  ought  • 
to  pay  a  consideration.  But  what  should  this  consideration  be?  It 
should  not  be  necessarily  the  whole  interest  that  the  company  has  in 
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him,  because  he  has  a  claim  against  the  company  that  is  theoretically 
equal.  Yet,  if  this  is  an  avcra^  life,  it  is  valuable  to  the  company,  not 
simply  for  the  amount  of  what  it  will  paV}  but  as  a  basis  of  insurance. 

A  company  cannot  exist  without  a  large  number  of  policyholders. 
With  every  one  it  loses,  it  loses  a  certain  value  besides  what  it  will  get 
out  of  him  in  the  future.  Therefore,  what  it  wants  is  to  make  the  mem- 
ber's place  good.  The  policyholder  they  have  cannot  be  released  unless 
he  will  make  the  company  whole  as  to  its  basis.  He  must  get  as  much 
insurance  value  in  as  he  takes  out.  It  is  not  necessary  that  he  should  get 
as  much  savings  bank  value  or  deposit  in  as  he  takes  out,  for  the  latter 
is  of  no  service  to  the  remaining  members,  but  was  only  to  be  used  on 
his  own  claim  when  it  should  occur. 

My  position  on  this  subject  is,  that  supposinfi^  the  life  to  be  as  good 
as  the  average,  and  I  think  as  a  matter  of  fact  that  lives  selected  out  by 
themselves  are  not  generally  better  than  those  selected  in  by  the  com- 
pany, the  member  ought  to  pay  the  company  twice  the  amount  that  it 
costs  it  to  get  the  same  amount  of  business  of  the  same  insurance  basis 
or  value. 

I  will  not  weary  your  patience  on  this  subject.  I  think  it  is  an  exceed- 
ingly important  one  which  should  be  considered  and  properly  settled, 
and  that  the  best  talent  of  the  country  should  be  turned  to  it  to  deter- 
mine what  is  a  proper,  equitable  surrender  charge.  When  we  have  found 
that  charge,  and  that  charge  is  paid  out  of  the  reserve  or  savings  bank 
deposit,  the  balance  should  always  be  returned  to  the  member  either  in 
cash  or  his  note,  if  he  does  not  desire  further  insurance. 

I  will  call  your  attention  to  the  exemplification  of  the  present  rule  of 
surrender  value.  For  I  think  that  this  is  working,  already  for  us,  a 
great  deal  of  detriment  at  the  present  time,  and  is  likely  to  work  very 
much  more,  that  is  to  say,  to  make  it  more  and  more  difficult  to  get  new 
business,  because  men  go  out  feeling  that  they  have  been  somewhat 
wronged,  at  any  rate,  entrapped. 

If  vou  will  turn  to  the  age  of  sixty-five  you  will  see  in  column  five,  on 
the  four  per  cent  value,  the  insurance  value  is  $23^.32;  that  is  the  value 
at  four  per  cent,  and  it  would  have  been  less  at  six  per  cent,  of  al!  that 
the  company  will  get  in  cash,  if  the  normal  mortality  is  experienced. 
It  is  all  that  it  can  expect.  It  is  the  whole  interest.  The  party  has,  at 
the  same  time,  $484.64  in  cash  as  his  deposit  in  the  savings  bank.  Now 
if  the  company  charges,  as  it  often  does,  one  half  of  that  for  surrender,  it 
charges  $243.32,  which  is  a  little  more  than  the  man  would  pay  if  he 
stayed  in.  That,  evidently,  is  too  much.  Now  if  you  go  down  to  the 
age  of  eighty  you  will  find  the  insurance  value  reduced  to  $173 ;  the  de- 
posit in  the  company  is  $738.15.  When  the  company  charges  half  that 
(and  the  English  companies  do  on  such  old  policies),  you  have  $364  for 
surrender,  which  is  more  than  double  what  the  party  will  pay  if  he  stays 
in  until  the  policy  terminates.  If  you  look  at  the  endowment  jpolicy  you 
will  see  the  thing  is  still  more  atrociously  out  of  the  way,  for  on  the 
fourth  year  before  the  close  of  an  endowment  policy  the  party  mieht  be 
made  to  pay  three  or  four  hundred  per  cent  what  he  would  pay  if  he  re- 
mained and  was  sure  not  to  die. 

Now,  this  ordinary  surrender  value  is  so  absurd  that  it  cannot  be  sub- 
mitted to  business  men.  In  my  o^n  experience  as  a  consulting  actuary, 
cases  come  to  me  of  differences  between  parties  and  some  very  responsible 
companies.  Gentlemen  have  policies  which  they  cease  to  need  to  sup- 
port. They  want  to  realize  what  is  their  due — nothing  more,  and  nothing 
less,  if  possible.  They  are  astonished  at  the  company's  charge.  They 
are  referred  to  me.  I  cannot  justify  the  company.  I  am  obliged  to  say 
that  we  have  borrowed  from  Great  Britain  a  practice  which  goes  in  the 
*  face  and  eyes  of  all  our  received  business  principles,  which  is  actually 
absurd,  and  which  could  not  be  insisted  upon  by  anything  but  a  gambler's 
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bank.  We  are  not  to  blame  for  it.  We  borrowed  it  just  as  we  found  it, 
and  we  have  gone  on  upon  it  until,  bv  the  accumulation  of  the  endowment 
policies  and  the  increase  of  age  in  old  policies,  the  thing  has  got  to  be  so 
absurd  that  if  I  meet  an  intelligent  merchant,  I  have  to  ban?  my  head 
in  his  presence.  I  cannot  explain  it  to  him.  He  turns  around  and  says. 
**  Why  do  you  endorse  companies  who  do  such  a  thing  as  that  ?  "  Now 
I.  have  acted  in  all  good  faith  with  the  companies.  About  two  years 
ago  I  published,  in  a  crude  form,  these  same  views.  I  have  been  since 
working  upon  them,  and  when  I  got  them  to  such  a  position  that  I  felt  I 
could  give  the  companies  exactly  the  insurance  value  of  every  policy 
they  held,  I  then  appealed  to  them  to  unite  in  convention  and  settle 
the  question  on  equitable  principles.  I  do  not  care  whether  they  are  my 
principles  or  anybody  else's,  but,  such  principles  as  will  enable  me  to 
continue  in  the  business  and,  meeting  intelligent  business  men,  hold  my 
head  up  before  them  if  I  explain  to  them  the  dealing  of  the  company  in 
their  particular  case. 

I  beg  to  return  my  sincere  thanks  for  the  kind  attention  that  has  been 
paid.  I  am  quite  aware  that  I  have  not  made  this  subject  very  intelligi- 
ble, but  I  shall  be  very  happy  to  answer  any  questions  which  may  be 
put  to  me,  and  assist  gentlemen  in  getting  out  of  any  difficulty. 

Mr.  NoYES — Mr.  President,  as  it  was  intimated  that  Mr.  Wright 
desired  to  leave  town,  although  our  meeting  has  continued  longer  than 
we  had  expected,  I  would  like  to  ask  him  one  question  :  Whether  or  not 
in  the  matter  of  certain  policies,  a  cause  of  great  anxietjr  to  all  ia  our 
business,  as  well  as  to  holders  of  policies,  wheUier  he,  in  his  own  mind, 
can  fix  the  percentage  or  a  principle  which  shall  apply  to  all  com- 
panies ;  whether  or  not  in  the  surrender  of  a  policy  you  have  to  take  into 
account  so  many  things  as  to  prevent  a  general  rule  of  application. 
For  instance,  one  man  is  in  an  unsound  condition;  of  course,  there  may 
l>e  circumstances  which  will  justify  the  selling  of  his  policy.  Another 
man  may  be  so  wealthy  that  he  does  not  wish  to  continue  it  any  longer. 
Is  there  any  public  standard,  or  any  standard,  which  he  might  reduce  ta 
a  principle  in  these  exceptional  cases.  The  debtor  with  the  company 
itself  would  not  have  to  enter  into  the  computation  for  the  surrender  of 
each  individual  policy  of  itself. 

Mr.  Wright — I  apprehend  that  the  company  can  only  deal  with  lives 
as  average  lives.  When  we  take  members  into  a  company  we  divide  all 
applicants  into  two  classes,  practically — the  insurable  and  the  uninsura- 
ble. The  uninsurable  we  reject;  the  insurable  we  take  as  average  lives; 
otherwise  we  could  apply  no  mathematical  principle  of  computa- 
tion to  them.  Now  it  is  very  true  that  a  life  applying  to  go  out  may  be 
better  than  the  average.  I  will  say  that  the  probability  of  his. dying  in 
a  year,  will  be  only  half  the  average.  Now,  suppose  he  has  been  in  20 
years.  During  all  that  time  he  has  been  a  life  above  the  average,  and 
he  has  paid  towards  claims,  all  the  while,  twice  as  much  as  his  own  risk. 
Every  man  is  supposed  to  pay  to  the  death  claims — according  to  his  own 
risk  of  dying.  But  that  only  would  be  true  if  lives  were  average  lives, 
but  lives  differ  exceedingly.  We  may  well  suppose  that  the  probability 
of  one  member  dying  is  one-half  that  of  th^  average,  because  he  is  alto- 
^ther  so  sound  in  constitution,  and  he  takes  such  good  care  of  his  life. 
Well,  notwithstanding  that,  he  has,  during  all  the  twenty  ^ears  he  has 
been  in  the  company,  paid  just  twice  as  much  as  what  it  cost  him. 
Now  that  cannot  be  a  reason  why  you  should  charge  him  more  when  he 
goes  out,  if  it  has  anything  to  do  with  the  subject.  I  take  it  that  what 
he  has  paid  has  nothing  to  do  with  what  he  is  to  pay  when  he  goes  out 
— that  this  is  to  be  based  on  the  calculation  of  what  he  has  to  pay  in 
the  future.  I  confess  it  is  not  possible  with  me — I  do  not  know  how 
it  is  with  others — to  make  a  mathematical  calculation  on  a  single  life 
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I  might  assume  a  rate,  but  it  would  be  a  pure  assumption,  and  I  would 
have  to  consult  the  doctor  before  I  could  make  anjr  figures  on  that  sub- 
ject. But  it  is  not  unwise  to  suppose  that  those  who  go  out,  on  the  aver- 
age, will  be  no  better  than  those  that  come  in  through  selection. 
1  take  for  granted  two  things :  First,  that  the  necessity  for  insurance 
will  never  cease,  that  new  members  are  always  to  be  had  either  spon- 
taneously or  by  solicitation ;  second,  that  those  who  select  themselves 
out,  are  liable  to  be  mistaken,  as  the  doctors  are  in  selecting  them  in, 
and  that  bad  lives  as  well  as  good  lives  will  go  out,  and  pay  the  certain 
charge  and  take  the  certain  value,  and  that,  on  the  whole,  there  will  be 
about  the  average.  Now  we  have  no  statistics  in  regard  to  receding 
members,  but  we  have  a  great  many  observations,  and  men  of  eicperi- 
ence  generally  agree  that  a  man  in  going  out  is  as  likely  to  make  a 
mistake  in  regard  to  his  vitalitv  as  otherwise.  I  mvself  remember  men 
who  sold  their  policies  at  auction,  that  I  thought  had  one  foot  in  the 
^rave,  and  the  other  on  the  crumbling  verge  of  it,  but  who  were  anx- 
ious to  sell  their  policies  for  one-half  or  one-third  of  the  reserve.  Now 
this  is  a  matter  of  fact.  I  attended  those  auctions  at  the  Royal  Exchange, 
in  London,  more  or  less  weekly  for  several  months,  and  took  minutes 
of  them.  Seldom  did  I  see  a  man  in  firm  health  wishing  to  sell  his 
policy. 

I  have  often  conversed  with  men  of  experience  in  life  insurance,  both 
executive  officers  and  actuaries,  and  the  uniform  testimony  has  been  to 
me  that  the  lapsed  policies  could  not  be  better  lives  than  the  average, 
that  is,  they  had  not  been.  Now,  whj^  should  we  expect  that  they  will 
be.  Take  the  present  condition  of  things.  At  present,  no  man  knows 
what  he  will  get  on  going  out,  but  he  does  know  this  fact — that  the  longer 
he  stays  in  the  more  it  will  cost  him  to  set  out  On  the  other  hand, 
suppose  that  this  principle  of  savings  bank,  surrender  value,  is  estab- 
lished, you  can  put  a  notice,  if  you  please,  on  every  policy,  and  the  man 
always  knows,  then,  that  the  longer  he  stays  in  the  less  it  will  cost  him, 
to  get  out,  and  the  more  of  his  own  money  he  will  save.  That  is  the 
reason  why  every  man  will  stay  in  as  long  as  he  continues  to  need 
insurance. 

Here  is  a  savings  bank,  the  rules  of  which  are  well  understood.  The 
expenses  of  the  management  are  not  extravagant.  A  savings  bank 
is  an  institution  that  can  exist,  and  does  exist,  though  a  man 
has  a  right  to  withdraw,  at  any  time,  nearly  the  whole  of  his 
(und.  He  may  lose  a  little  interest  if  not  taken  out  at  a  particular 
time.  A  savings  bank  is  always  in  jeopardy  of  a  run,  and  yet  it  exists 
and  continues  to  have  millions  and  millions  on  deposit  year  after  year. 
Now,  if  a  savings  bank  should  add  the  insurance  business  to  its  other 
business,  on  the  very  principles  I  have  explained,  would  not  the  savings 
bank  part  be  just  as  sure  to  exist  with  this  added?  It  seems  to  me,  on 
business  principles,  that  the  permanence  of  a  fairly  organized  savings 
bank,  plus  an  insurance  company,  is  just  as  safe  as  the  bank  itself,  that 
is  if  it  is  managed  on  fair  insurance  principles,  so  that  it  seems  to  me 
that  the  arguments  against  fixing  surrender  value  on  net  valuation  are 
theoretical.  I  concur  fully  that  on  certain  hypotheses  that  we  can  make, 
it  could  not  be  done,  and  a  company  could  not  meet  such  surrender 
value,  but  in  practice  it  appears  to  me  that  it  can,  and  that  these  extreme 
hypotheses  never  could  be  facts ;  they  are  merely  theoretical.  The  ex- 
periment has  been  made,  I  won't  say  that  it  has  failed,  to  treat  every  man 
according  to  his  individual  risk  of  dying,  to  be  tested  by  the  doctor  or 
by  the  genealogical  table ;  but  that  is  an  experiment  in  which  I  have 
not  any  faith  because  I  have  not  seen  any  results. 
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Row — It  strikes  me  that  the  only  feasible  thing  we  can  do  now  is 
rk  in  our  committees.  That  is  the  first  and  most  important  thing 
And,  to  further  that,  I  would  move  that  we  now  adjourn,  and 
he  several  chairmen  of  the  different  committees  make  their  appoint- 
i  at  as  early  an  hour  as  practicable  for  their  committees  to  meet 
et  in  active  operation. 
i  convention  tlien  adjourned  until  ii  A.  M.  Saturday. 
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FOURTH    DAY. 


New-York,  May  27,  1871. 
Tne  convention  met,  pursuant  to  adjournment,  at  ii  o'clock  A.  M.,  Superin- 
tendent Miller,  the  President,  in  the  chair. 

On  motion  of  Mr.  Brinkerhoff,  the  reading  of  the  minutes  of  yesterday's 
proceedings  was  dispensed  with. 

Mr.  Brinkerhoff  offered  the  following  resolution : 

Resolved,  That  the  Presidents  of  the  National  Board  of  Underwriters,  and 
the  Board  of  Underwriters  of  New  York  City,  be,  and  they  are  hereby,  res- 
pectfully reouested  to  address  this  convention,  this  morning,  upon  the  several 
Doints  affecting  the  fire  and  marine  insurance  interests  of  the  country. 

Carried. 

Address  of  H.  A.  Oakley,  President  of  the  National  Board  of 

Underwriters. 
Mr.  H.  A.  Oakley,  President  of  the  National  Board  of  Underwriters,  was 
then  introduced,  and  addressed  the  convention  as  follows : 

Mr,  President  and  Gentlemen: — I  feel  somewhat  at  a  loss,  in  appearing 
before  the  convention,  in  response  to  your  courteous  invitation,  to  know  upon 
what  particular  subject  to  address  you,  as  those  who  have  preceded  me,  es- 
pecially the  representatives  of  the  nre  interest,  have  so  fully  covered  almost 
every  point  of  interest  to  fire  underwriters,  that  I  find  my  remarks  must  be 
confined  to  a  very  limited  field. 

At  the  meeting  of  the  National  Board,  in  April  last,  in  this  city,  I  had  the 
honor  of  delivenng  an  address  before  them  which  contained  within  it  statistical 
tables  of  very  great  value,  in  regard  to  the  results  of  the  fire  insurance  business. 
This  address  luis  not  been  circmated  extensively  as  yet,  owing  to  the  delay  in 
having  it  printed.     I  merely  desire,  in  the  few  remarks  which  I  have  to  submit, 
to  caU  the  attention  of  the  convention  to  the  very  peculiar  results  of  fire 
-insurance,  covered  by  the  period  of  the  twelve  years  during  which  the  New- 
York  state  department  has  been  in  operation.    This  is  the  only  available  source 
fit)m  which  it  has  been  possible  to  ^ther  correct  statistics,  there  being  no  per- 
fect tables  except  those  kept  by  the  New- York  department,  during  that  penod. 
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The  tables  to  which  I  refer  were  divided  into  two  parts — first,  statistics  re- 
lative to  the  insurance  companies  of  the  state  of  New-York,  and  then  to  the 
insurance  companies  of  other  states,  including  the  insurance  companies  of  foreign 
governments.  The  first  table  showing  the  amount  of  capital  which  had  been 
employed  in  the  business  and  the  dividends  declared,  as  well  as  the  percentage 
of  dividends  on  capital.    We  find  the  result  of  that  table  to  be  as  follows : 

The  aggregate  amount  of  capital  employed  in  the  business  of  insurance 
during  the  twelve  years  was  $483,038,761 ;  the  aggregate  amount  of  dividends 
$^2,926,024.95  or  10.9^  per  cent,  for  all  the  states,  9.90  per  cent,  for  the  state 
of  New- York,  and  I2.£>  per  cent,  for  all  the  other  states. 

And  I  would  remark  m  reference  to  this  that  the  difference  between  the 
percentage  of  dividends  between  the  companies  of  New- York  state  and  the 
companies  of  other  states,  arises  mainly  from  the  restrictive  law  which  exists  in 
this  state  with  reference  to  the  amount  that  can  btf  divided.  As  has  been  said 
in  one  of  the  papers  read  before  you,  no  New- York  company,  unless  it  has  a 
reserve  of  its  entire  running  premiums,  can  divide  exceeding  ten  per  cent,  per 
annum  on  its  capital.    A  very  wise  law. 

The  second  table  shows  the  amount  of  fire  premiums  received,  amount  of  fire 
losses  paid  and  the  percentage  of  fire  losses  to  premiums.  The  fire  companies 
of  New- York  show,  during  twelve  years,  an  aggregate  of  $168,437,257.32,  in 
premiums ;  of  losses  paid,  $94,849,497.04,  or  a  percentage  of  56.31.  Insurance 
companies  of  other  states  show  an  aggregate  of  premiums  received  of  $122,000, 
307.03,  and  of  losses  paid,  $73,829,416.22.  or  a  percentage  of  losses  to  pre- 
miums of  60.51,  the  advantage  being  in  favor  of  New- York  state  companies 
for  that  period.  The  aggregate  shows  the  entire  amount  of  fire  premiums  re- 
ceived to  be  $290,437,565.15 ;  losses  paid,  $168,678,913.26,  or  an  average  of 
58.07  per  cent.,  a  little  m  excess  of  the  average  of  New- York  state  companies. 

The  third  table  which  I  presented  was  a  table  showing  the  net  cash  premiums 
received,  including  the  inland  premiums  and  the  expenses  of  conducting  tke 
business.  In  this  table  you  will  notice  the  fact  that  it  has  been  found  that  the 
percentage  of  losses  to  premiums  in  inland  insurance  is  very  far  in  excess  of 
what  the  percentage  of  premiums  to  losses  has  been  in  fire  insurance. 

The  cost  of  conducting  the  business  averac^es  34.99  for  the  companies  of 
New- York  state,  for  other  states  27.06,  while  the  aggregate  numbers  30.92. 

The  amount  -received  on  inland  risks  during  the  twelve  years  was 
$46,050,991.07;  the  losses  for  the  same  period  were  $36,660,510.50,  or 
79.68-100  per  cent  of  the  receipts.  So  that,  if  we  add  the  expense  of  conduct- 
ing the  business,  by  the  companies'  reports  to  the  state  dep^artment  of  New- 
York,  which  was  nearly  31.  i,  we  find  that  that  branch  of  the  business  actually 
resulted  in  a  loss  of  between  ten  and  eleven  per  cent. 

The  fourth  table  to  which  I  would  call  your  attention — and  as  these  tables 
are  sd\  printed,  I  will  only  call  attention  to  certain  figures— contains  the 
fire  risks  written ;  fire  premiums  received ;  fire  losses  paid ;  percentage  of 
fire  losses  to  premiums ;  percentage  of  fire  losses  to  fire  risks  written ;  amount 
of  risks  written  to  $1.00  loss,  and  the  average  rate  of  premium  on  fire  risks. 

There  is  one  fact  I  would  like  to  refer  to  in  connection  with  the  National 
Board.  There  has  been  a  ereat  deal  said  in  rerard  to  the  National  Board, 
but  I  do  not  propose  to  stand  up  in  a  convention  of  this  kind  as  its  defender. 
I  merely  wish  to  make  this  remark  in  reference  to  it,  and  that  is,  that  without 
the  National  Board  (as  the  gentlemen  will  see  by  a  reference  to  the  tables 
to  which  I  have  referred),  there  would  not  have  been  two-thirds  of  the  com- 
panies now  in  existence  possessing  the  ability  to  continue  to  do  fire  business. 
Without  taking  into  consideration  any  of  the  other  benefits  which  that  board 
conferred  upon  the  profession  of  insurance,  I  would  merely  call  attention  to 
this  one  fact,  that  the  necessarv  advance  of  rates  which  the  organization  of  the 
National  Board  produced,  enabled  at  least  one-third  of  the  insurance  capital  of 
the  country  to  be  preserved,  thereby  saving  large  numbers  of  stockholders  and 
innocent  persons  from  heavy  loss. 

With  reference  to  these  tables  I  would  only  make  one  other  remark.  One  of 
them  shows  what  is  the  true  ability  of  the  companies  to  write  risks,  and  this  is 


Digitized  by 


Google 


6i 

the  fairest  test  to  apply  to  an  insarance  company,  to  be  enabled  to  judge  of  the 

correctness  of  its  statements.      I  find  that  tne  ability  of  the  companies  to  write 

in  i860,  at  the  time  that  the  New- York  state  department  was  inaugurated,  was 

$231.27  for  every  dollar  of  loss,  which,    in   1866,  after  a  period  of  great 

disasters,  fell  to  $164.34.     This  was  advanced,  after  the  organization  of  the 

National  Board,  to  $223.13.     But  in  1870,  after  the  National  Board  had  ceased 

to  exercise  any  control  over  the  rates  of  premiums,  it  had  fallen  to  $199.99. 

very  fair  below  the  average  of  the  eleven  years,  which  was  $214.64.    The  result 

of  the  present  year's  busmess,  so  far  as  we  have  been  able  to  ascertain  (which, 

of  course,  is  no  criterion),  goes  to  show  that  its  average  will  even  be  reduced 

below  that  of  1870. 

There  is  appended  to  this  address  a  further  series  of  tables  showing  the 
average  of  receipts  under  the  old  order  of  things  for  four  years,  before  the  for- 
mation of  the  National  Bo^d  and  for  four  years  subsequent  to  it,  and  for  the 
year  following  that  in  which  it  ceased  to  operate.  These  tables  I  think  the  gen- 
tlemen of  the  convention  will  find  full  of  pregnant  suggestions,  and  they  will 
probably  give  them  a  clue  to  a  great  many  of  the  irregularities  which  have 
existed  m  various  companies  which  they  have  been  called  upon  to  examine. 

I  will  not  take  up  your  time  any  further,  gentlemen,  except  to  allude  to  one 
subject,  and  that  is  die  matter  of  re-insurance,  as  forming  a  very  important  part 
of  the  correctness  of  statements  rendered  by  companies  to  the  various  depart- 
ments.  It  has  been  the  habit  in  the  company  with  which  I  am  connected,  which 
is  a  very  old  companv,  and  of  nearly  fifty  years  standing,  to  keep  complete 
sets  of  books,  by  which  we  have  been  able  to  adjust  accurately — I  might  sav 
almost  to  a  dollar— the  actual  liability  of  the  company  for  its  outstanding  pol- 
icies, from  day  to  day  and  from  year  to  year.  These  books  have  been  tested  by 
actual  calculation  of  every  premium  outstanding  (a  work  of  great  labor),  but 
which  we  have  done  for  our  own  satisfaction  from  time  to  time,  to  be  sure 
that  our  tables  as  prepared  were  operating  correctly.  We  have  found  that 
the  result  of  these  oilculations  is  an  average  of  48  per  cent,  upon  our  entire 
business— and  here  I  would  say  that  our  business  is  not  a  large  agency  busi- 
ness, but  a  moderate  one ;  showing  that  the  standard  taken  and  adopted  by 
the  New- York  department  during  the  last  year,  is  about  as  near  correct  as  we 
can  hope  to  arrive  at,  unless  we  go  into  actual  calculations.  And  my  suggestion 
to  this  convention  in  regard  to  the  matter  of  re-insurance  would  be  simply  the 
adoption  of  that  plan ;  that  is  to  say,  fifty  per  cent,  of  the  entire  outstanding 
premiums  upon  policies  having  one  year  or  less  to  run,  and  a  pro  rata  of  aU 
premiums  on  all  policies  having  more  than  one  year  to  run.  I  am  not  aware  that 
any  other  standard  can  be  devised,  which  can  approach  nearer  to  a  correct 
standard  amongst  companies  than  this. 

Tbjnt  is  another  suggestion,  and  that  is,  that  companies  should  be  obliged — 
and  this  should  be  one  of  the  questions  to  be  answered  appended  to  blanks — 
to  keep  books  of  expiration.  I  am  well  aware,  from  my  position  as  president 
of  the  local  board  for  two  years,  and  president  of  the  National  Board  for  a 
year  past,  that  there  is  a  great  defect  among  insurance  companies  in  the  matter 
of  keeping  accounts.  Whether  it  results  from  ignorance  or  design,  I  am 
not  prepared  to  say.  But  I  am  satisfied  that  not  more  than  one-half  of 
the  companies  doing  the  business  of  insurance  are  in  the  habit  of  keeping 
what  is  commonly  known  as  termination  or  expiration-registers,  by  which,  at  a 
glance,  they  can  tell  the  amount  of  liability  outstanding  from  month  to  month 
or  year  to  year.  This  is  one  of  the  reforms  which  want  to  be  instituted,  and 
if  this  convention,  by  requirement,  can  bring  it  about,  it  wouid  be  doing  more 
toward  fixing  the  business  on  a  proper  basis  for  examinations  to  be  made  by 
superintendents  than  any  other  suggestion  that  could  be  made.  Thanking 
yon,  gentlemen,  for  your  kind  attention,  I  beg  to  apologise  for  the  desultory 
character  of  these  remarks,  as  your  unexpected  call  upon  me  found  me  entirely 
without  preparation. 

3ir.  Paine — Mr.  President,  for  one  I  should  like  some  expose  on  the  subject 
of  marine  re-insurance.  Any  gentleman  who  represents  the  marine  business, 
and  who  would  give  us  Ught  on  that  subject,  I,  for  one,  would  be  very  happy 
to  hear.     I  merely  make  the  suggestion. 
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The  President  inquired  if  Judge  Savage  was  in  the  room. 

A  Delegate  said  he  was  here  half  an  hour  ago,  but  was  not  now  present. 

Official  Certification  of  Assets. 

Mr.  Wailes — I  desire  to  offer  the  following  preamble  and  resolution,  and  if 
it  meets  with  the  pleasure  of  the  convention,  I  trust  a  reference  will  be  made  to 
the  committees  sfMJcified  therein : 

"  Whereas f  It  is  right  and  proper  that  insurance  companies,  incorporated  by  the 
laws  of  one  state,  and  doine  business  in  another  state,  should  present  to  each 
state  an  exact  copy  of  the  financial  statement  by  them  presented  to  the  insur- 
ance officer  of  the  state  under  which  they  hold  their  charter ;  and 

**  Whereas^  The  insurance  commissioner,  or  other  proper  officer,  in  each  state,, 
in  charge  of  the  insurance  business  of  such  state,  should  be  considered  the 
better  judge  of  the  securities  or  investments  constituting  the  assets  of  sud> 
company ;  therefore,  be  it 

^^Resofvedf  That  the  committee  on  blanks  be  requested  to  give  this  subject 
their  consideration,  and,  if  in  their  judgment  it  be  found  practicable  to  embody^ 
in  the  blank  forms  to  be  submitted  by  uem,  a  form  of  certificate  under  the  hand 
and  seal  of  the  commissioner,  or  other  officer  in  charge  of  insurance  in  the  state 
under  the  laws  of  which  they  hold  their  ch««rter,  certifying  that  the  said  report 
is  a  proper  and  correct  financial  condition  of  said  company." 

The  resolution  was  referred  to  the  committee  on  blanks. 

The  Question  of  Adjournment.  ' 

Mr.  Pillsbury — I  desire  to  offer  the  following  resolutions  for  the  considera> 
tion  of  the  convention,  but  not  with  any  idea  of  provoking  discussion : 

*' Resolved,  i.  That  the  several  committees  to  whom  definite  subjects  have 
been  referred,  be  requested  to  report  to  this  convention  on  Monday  next. 

**  Resolved y  2.  That  Wednesday,  the  31st  inst.,  be  regarded  as  the  day  for 
the  adjournment  of  this  convention." 

Mr.  President,  I  suppose  it  is  generally  understood  that  legislative  bodies 
a^compKsh  but  little  in  closing  up  business,  until  some  definite  action  of  this 
character  is  had.  It  is  a  very  general  practice,  so  fu*  as  my  observation  has 
extended.  Without  intending  to  censure  any  conmiittee  further  than  my  own, 
it  has  seemed  to  me  that  there  has  not  been  given  to  the  subjects  qmte  the 
attention  that  might  reasonably  have  been  expected.  I  came  here  myself  for 
the  purpose  of  gaining  what  information  I  could — ^for  work,  rather  than  to 
visit  ana  view  the  beauties  of  this  wonderful  metropolis,  of  which,  of  course, 
the  citizens  of  the  whole  coimtry  have  good  reason  to  be  proud.  I  say  I  came 
here  for  work.  I  represent  a  small  state,  and,  of  course,  am  very  careful  not  to 
say  or  do  anything  which  would  be  offensive  to  other  gentlemen.  For  it  was 
my  policy,  when  a  boy,  to  be  on  good  terms  with  the  larger  boys  in  the  school. 
[Laughter.]  But  perhaps  it  is  unfortunate  that  I  am  assoaated  on  a  com- 
mittee whose  chairman,  deservedly  popular,  has  a  great  many  friends  and 
acquaintances  in  the  dty,  and  we  nnd  it  very  difficult  to  get  together  for  con- 
sultation, for  the  reason  that  he  is  constantly  interrupted  by  friends.  I  was  not 
able  to  leave  a  set  of  clerks  in  my  office  to  look  after  my  ousiness,  and  do  not 
feel  at  liberty  to  be  from  home  longer  than  the  time  designated. 

Mr.  Atchison — I  have  no  doubt  that  several  of  the  committees  are  ready  to 
report,  and  I  think  we  have  heard  a  great  deal  on  these  subjects  in  all  these 
various  departments ;  a  great  deal  of  good  has  been  suggested,  and  I  have  no 
doubt  that  when  the  committees  report  they  will  pour  an  additional  flood  of  light 
on  all  the  subjects.  Perhaps  to-day  it  would  be  very  profitable  to  spend  several 
hours  in  listening  to  and  disposing  of  the  various  reports  of  the  conmiittees.  I 
therefore  move  for  a  call  of  the  committees. 

The  President — ^There  is  a  motion  before  the  convention. 

Mr.  Smith — I  have  been  very  politely  arraigned  before  the  convention  and 
I  suppose  I  have  a  right  to  defend  myself.  It  is  tru<:  I  have  many  friends  in 
this  aty,  but  notwithstanding  the  gentleman's  remark,  I  have  not  yet  had  an 
opportunity  of  visiting  my  nearest  and  best  friends  who  reside  near  our  hotel. 
I  am  very  sorry  that  this  kind  of  talk  has  occurred.    It  does  not  advance  our 
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object.  1  think  we  would  cain  time  and  have  a  better  chance  to  determine 
practically  the  work  that  is  before  us,  by  having  an  adjourned  meeting  of  this 
convention  at  our  parlor  in  the  hotel,  there  to  receive  the  reports  of  the  com- 
mittees, and  then  adjourn  over  to  act  upon  them.  I  would  have  a  great  deal  to 
say,  no  doubt,  in  reference  to  the  reports  on  the  different  subjects  which  I 
would  prefer  to  say  there  and  not  in  open  convention  before  six  reporters. 
[Laughter.]  I,  therefore,  move  that  when  this  convention  adjourns,  it  adjourns 
to  meet  at  onr  parlor,  in  the  Fifth  Avenue  Hotel,  for  the  purpose  of  discussing 
quietly,  considering  and  acting  upon  the  reports  of  these  committees. 

Mr.  Caldwell — I  do  not  exactly  agree  with  the  gentleman  from  New  Hamp- 
shire. I  do  not  think  it  wise  on  our  part  to  crowd  3ie  business  ol  this  conven- 
tion, without  giving  it  a  mos^ thorough  consideration.  We  are  all,  I  presume,  as 
anxious  as  he  is  to  get  through  and  return  home.  But  to  do  our  work  in  a  half 
way  manner  would  not  be  accomplishing  the  object  that  called  us  together.  I 
fiiivor  the  plan  suggested  by  the  gentleman  from  Kentucky  (Mr.  Smith),  that  we 
meet  at  our  parlor  and  there  do  our  little  petty  quarreling  over  our  differences 
and,  as  far  as  possible,  harmonize  our  ideas  upon  the  various  subjects  that  we 
have  under  consideration.  I  move,  as  an  amendment  to  the  resolution,  that 
when  we  adjourn  to-day,  it  will  be  to  meet  at  four  o*clock,  at  room  52,  Fifth 
Avenue  Hotel. 

The  President— It  is  hardly  an  amendment  to  the  resolution.  There  are 
two  resolutions  offered  by  the  gentleman  from  New  Hampshire  (Mr.  Pillsbury). 
One,  that  the  committee  be  required  to  report  on  Monday  next,  and  the  other 
that  the  day  of  adjournment  be  fixed  for  next  Wednesday. 

Mr.  Caldwell—]  withdraw  my  motion,  and  I  now  move  that  the  resolution 
of  the  gentleman  from  New  Hampshire  (Mr.  Pillsbury)  lie  upon  the  table. 
The  question  was  put  on  the  motion  to  lie  on  the  table,  and  lost. 
Mr.  W.  E.  Haevey— I  would  like  to  suggest  that  several  gentlemen  have 
bcei)  invited  to  be  present  before  the  committee  on  valuation  on  Monday  even- 
ing next.     If  you  require  a  report  from  that  committee  on  Monday  morning, 
you  are  getting  ahead  of  the  information  we  want  to  get  before  the  committee. 
Mr.  Kelsey — Mr.  President,  I  understand  the  motion  to  lay  the  resolution 
on  the  table  is  lost. 
The  President— Yes,  sir. 

Mr.  Kelsey — I  should  move,  then,  that  the  tveo  resolutions  be  considered 
separately.  As  to  the  reports  of  committees,  if  the  convention  requires  us  to 
report  on  Monday,  we  shall  do  so;  but  we  shall  not  be  ready  without  extraor- 
dinary effort  and  greater  haste  in  considering  the  subjects  before  us  than  would 
be  proper.  As  to  the  question  of  adjournment,  I  have  never  known  legislative 
boaies  to  fix  a  time  without  serious  derangement  resulting,  and  a  bad  effect  on 
public  business.  It  ought  not,  I  think,  require  any  great  amount  of  talk  to  con- 
vince any  one  that  to  hx  a  time  now  for  the  adjournment  of  this  convention 
would  be  a  very  imprudent  thing  to  do.  I  am  sure  the  committee  on  blanks,  of 
which  I  am  the  chairman,  cannot  be  ready  to  make  a  report  at  the  time  specified. 
[Mr.  Breese  in  the  chair.] 

Mr.  Miller — I  do  not  regret  at  all  that  these  resolutions  have  been  intro- 
duced. I  think  it  is  well  enough  to  hurry  up  the  conmiittees.  But  I  am  rather 
apprehensive  that  the  honorable  gentleman  from  New  Hampshire  (Mr.  Pills- 
bury) has  created  a  wrong  impression  with  regard  to  the  labor  which  has 
already  been  performed  on  the  different  subjects  by  the  respective  committees. 
For  my  own  part,  I  have  no  knowledge  that  the  convention  has  as  yet  visited, 
or  been  present,  at  any  amusement  of  any  kind.  So  far  as  my  observation  has 
extended,  they  have  been  assiduously  attending  to  their  labors  durine  the  hours 
of  the  evening,  and  until  late  hours  of  the  morning,  ever  since  they  have  been 
here.  It  is  impossible,  gentlemen,  for  us  in  committee,  or  in  convention,  to 
master  these  subjects  and  be  prepared  to  present  at  once  reports  fraught  with 
such  consequence  and  full  of  such  importance  to  the  public  interests  wnich  we 
represent.  Indeed,  if  we  accomplish  in  a  week  what  we  seek  to  accom- 
plish, we  may  go  home  well  satisfied  that  we  have  spent  the  most  profit- 
able week  we  ever  spent  for  the  interests  of  those  we  represent.  I  feel 
that  I   am  not    wasting  time.      I  feel,  gentlemen,  that   this    convention  is   ■ 
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intended  to  efiect  something ;  that  we  have  a  perfect  right,  and  that  it  is  our 
duty,  as  gentlemen  having  control  over  ourselves,  to  do  our  work  first,  but  not 
necessarily  devoting  every  moment  of  time  to  it.  We  must  necessarily  have  a 
little  relaxation,  and  it  is  entirely  proper  that,  coming  to  this  city  or  going  to 
any  other  city,  we  should  occasionally,  for  an  hour  or  two,  take  a  little  diver- 
sion and  see  what  is  going  on  in  the  world  about  us.  I  hope,  gentlemen,  that 
our  friends  from  all  quarters — from  the  east  and  the  west,  the  north  and  the 
south — will  be  a  little  patient,  so  that  the  committee  will  have  time  to  arrange 
their  own  thoughts.  This  is  the  great  work  of  the  convention  which  is  being 
done  in  their  committee.  It  is  not  in  the  public  sessions  here  assembled  that 
the  work  of  arranging  blanks  can  be  done.  It  is  not  here  in  convention  that  the 
work  of  determining  what  shall  be  the  basis  of  faluation  of  life  and*  fire  and 
marine  policies.  No,  gentlemen,  these  are  subjects  which  must  be  minutely, 
)atient]y,  and  deliberately  considered  in  committee,  and  a  careful  report  must 
•e  made  upon  them  in  language  which  admits  of  no  double  interpretation-^ 
admits  of  no  doubt  as  to  its  construction.  These  are  nice  subjects.  They  are 
subjects  which  have  been  considered  for  years  by  different  men  of  great  ability 
in  this  country,  and  we  are  here  gathered  together,  not  to  originate  something 
new  altogether,  but  to  reduce  the  experience  of  past  years  to  a  more  perfect 
system,  and,  if  possible,  to  ^ve  to  the  insurance  world  and  the  general  com- 
mercial community  interested  in  insuring,  a  more  perfect  general  system,  a  more 
harmonious  action  on  the  part  of  the  legislatures  and  the  departments  of  the 
various  states.  To  do  that — if  the  convention  stajs  here  and  accom- 
plishes the  work — will  give  it  a  credit  which  will  warrant  its  members  in 
devoting  not  only  a  week,  but  a  month  of  steady  time  to  its  accomplish- 
ment. 

The  question  was  then  put  on  laying  the  resolutions  of  Mr.  Pillsbury 
on  the  table,  and  carried. 

Legislation  against  **  Co-operative  *'  Life  Insurance  Companies. 

Mr.  A.  F.  Harvey — ^There  is  one  kind  of  life  insurance  societies  I  do 
not  like,  and  there  is  nothing  very  efficient  in  the  laws  of  the  several 
states  toward  killing  that  sort.  I  want  to  offer  a  resolution,  to  be 
referred  to  the  committee  on  valuations,  and  if,  in  their  opinion,  it  is 
worth  being  considered  by  this  convention,  afterwards  to  have  it  brouglit 
up  again  : 

Resolved,  That  this  convention  recommend  to  the  legislatures  of  the 
several  states,,  the  adoption  of  provisions  of  law,  similar  in  effect  to  the 
following — 

1.  That  no  person  or  company  shall  be  permitted  to  issue  policies 
upon  the  lives  of  citizens  of  the  state,  unless  upon  a  specific  premium, 
of  which,  so  much  as  will  cover  the  cost  of  insurance  due  for  the  current 
year,  according  to  the  state  standard  of  interest  and  mortality,  shall  be 
collectable  by  ca%h  in  advance. 

2.  That  no  company  shall  be  permitted  to  issue  policies  on  lives 
within  the  state,  unless  its  table  of  rates  shall  be  certified  to  as  sufficient 
for  the  completion  of  the  policy  contract  proposed ;  such  certificate  to  be 
made  by  an  actuary,  to  be  designated  by  the  superintendent  of  insurance 
of  the  state  in  which  the  company  is  organized,  and  the  verification  of 
such  tables  of  rates  shall  be  made  upon  the  same  asbumptions  of  mor- 
tality and  interest  as  were  used  by  the  compapy  in  its  original  com- 
putations. 

That  is  for  the  purpose  of  compelling  a  company',  when  it  makes  a 
statement  in  any  publication,  to  advertise  also,  that  it  has  the  authority 
of  the  state  for  saying  that  its  rates  are  suflicie^t  to  prevent  agents  from 
using  tables  of  rates  of  companies  that  they  know  nothing  whatever 
about.  I  hope  the  resolution  will  be  referred  to  the  committee  on  valu- 
ation. 

Mr.  Paine — I  wish  to  say  one  word.  If  the  gentleman  means  co-ope- 
rative companies,  and  is  going  to  fire  at  them  under  cover,  I  prefer  he 
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take  off  the  cover  and  show  himeelf.  My  opinion  is  that  this  convention 
ought  to  pass  judgment  on  that  very  subject — co-operative  insurance. 
Let  the  world  know  what  we  think  of  it  I  hope  the  gentleman  will 
amend  his  resolution  so  as  to  place  that  thing  directljr  under  its  own 
name,  to  that  we  may  express  our  opinions  on  that  subject  in  this  con- 
ven^n. 

Mr.  W.  E.  Harvey— The  objection  to  our  use  of  the  word  "co-opera- 
tive** would  be  that  a  company  desiring  to  issue  that  kind  of  a  contract 
would  call  it  bv  some  other  name.  'Hiere  is  one  company,  started  in 
Cincinnati,  called  the  ** Mutual  Inheritance  Fund;"  another  one  is 
called  the  '*  Mutual  Guarantee  Fund.**    [Laughter.] 

Mr.  Painc— If  there  is  a  general  name  to  apply  to  the  Aind,  I  think  it 
would  be  a  great  deal  better  to  call  It  **  co-operative." 

The  resolution  was  referred  to  the  committee  on  valuations. 

Mr.  Miller— I  would  suggest,  Mr.  President,  that  Judge  Savage  is 
present  and  I  presume  is  ready,  in  compliance  with  the  resolution 
adopted  on  the  c»>ening  of  the  convention,  to  present  his  views. 

Mr.  R»p.giJ»  said — Before  Judge  Savage  be^ns,  I  am  requested  to  state  to 
the  convention,  that  the  managers  of  the  fbreien  iosorance  companies  desire 
to  present  a  communication  to  tnis  body,  and  wifl  be  ready  to  do  so  sometime 
this  afternoon  or  on  Monday  mornine.  If  the  convention  sees  fit  to  designate 
the  time  when  they  may  do  so,  it  will  oblige  them  exceedingly.  I  would  move 
that  the  convention  hear  the  communication  on  Monday  morning,  at  ii  o'clock. 

The  motion  was  carried. 

Address  of  Geo.  W.  Savage,  President  of  the  New-York  Board  or 
Fire  Underwriters. 

Geo.  W.  Savage,  President  of  the  New- York  Board  of  Fire  Underwriters, 
was  then  introduced  to  the  convention,  and  spoke  as  follows : 

Mr,  President  and  Gentlemen  of  the  Convention  : — I  could  not  decline 
your  courteous  invitation  to  make  some  remarks  on  the  present  occasion, 
although  I  regret  that  I  did  not  have  an  opportunity  to  prepare  mjrself  at 
b^ts  the  occasion,  and  the  importance  of  the  subjects  which  you  are  called 
here  to  consider.  As  an  insurance  man  and  an  underwriter  of  over  thirty  years' 
standing,  I  ought  to  have  something  to  say  in  reference  to  the  business  of  fire 
imderwriting[^,  which  is  the  branch  to  which  I  have  devoted  the  best  years  of  my 
Ufe,  and  my  long  connection  with  this  business  has  deeply  imbued  me  with  its 
<fignity  and  impOTtance.  Perhaps  I  mav  have  exaggeratea  notions  on  that  subject, 
as  men  are  apt  to  have  on  subjects  whicn  are  almost  their  sole  study.  But  whether 
my  notions  are  exaggerated  or  not,  I  think  everybody  will  confess  that  the 
business  of  fire  insurance  with  which  I  am  connected  is  a  highly  important  one. 
It  has  been  my  solace,  it  has  been  my  comfort,  during  seasons  of  great  despon- 
dency and  trouble  incident  to  this  bnsmess,  to  know  that  I  was  enea^ed  in  a  good 
work,  the  work  of  promoting  the  welfure  of  my  fellow  men ;  and  I  believe  that 
there  is  not  a  more  beneficent  institution  in  the  world  than  a  fire  insurance  com- 
pany. Now  I  know  you  are  not  prepared  to  accede  to  that  proposition  in  the  full  ex- 
tent of  my  statement,  but  I  do  think  there  are  men  in  this  community  who,  if  you 
could  dve  them  time  to  prepare  an  argument,  would  go  very  near  a  demonstra- 
tion of  its  truth.  In  my  readings  I  luive  come  across  the  expressions  of  some 
of  the  greatest  minds  that  oar  parent  country,  England,  ever  produced.  I 
refer  to  such  men  as  Lord  Mansfield  and  Baron  Park,  early  writers  on  the  sub- 
ject of  insurance,  who  gave  it  much  thought,  and  conferred  a  great  benefit  on 
Qumanity  by  laying  down  the  rules  which  should  govern  insurance  upon 
broad  and  deep  foundations.  And  I  have  often  thought  that  the  beneficial 
effects  of  insurance  were  better  understood  two  hundred  years  ago 
thim  now.  We  have  become  so  accustomed  to  them  that  we  ful 
to  recognize  them  fullv.  If  we  were  deprived  of  them  for  a  period 
we  would  think  more  of  them.  If  we  were  deprived  of  window-panes  we 
would  begin  to  appreciate  the  man  who  introduced  them  into  our  house — ^but 
now  they  are  little  thought  of.    And  just  so  it  is  in  regard  to  insurance ;  we 
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arc  daily  blessed  by  it,  and  yet  we  seldom  give  it  a  thought  Allow  me  to  quote 
here  what  I  have  often  quoted  before,  from  an  old  English  work,  which  says 
that  the  advantages  of  insurance  were  appreciated  at  an  earlv  day,  as  appears 
by  the  preamble  of  an  act  of  parliament  passed  in  the  reign  of  Queen  Elizabeth 
or  Queen  Anne — ^I  forget  which — ^incoiporating  a  fire  assurance  company  in 
the  city  of  London.  Tae  preamble  of  the  act  says :  "  That  whereas,  by  poli- 
cies of  assurance  it  cometh  to  pass  upon  the  loss  or  perishing  of 
any  ship,  there  foUoweth  not  the  undoing  of  any  man,  but  the  loss  rather 
cometh  lightly  upon  many  than  heavily  upon  a  few,  and  rather  upon  those 
that  adventure  not  than  upon  those  that  do  adventure,  whereby  our  merchants 
are  lured  to  adventure  more  willingly  and  more  freely."  TTiere,  in  that  pre- 
amble, is  the  whole  point  of  insurance.  I  think  there  are  two  things  which  have 
done  more  to  develope  civilization  and  to  build  up  countries  and  towns  and  cities 
than  any  other  two  things  in  the  world ;  and  these  are,  the  discovers  of  the 
mariners  compass  and  the  system  of  insurance.  I  can  hardly  think  tnat  this 
country  would  ever  have  been  settled,  in  the  sense  we  understand  settlement,  if 
it  had  not  been  for  the  protection  given  by  insurance.  But  the  subject  is  too 
vast,  and  I  have  not  sumdently  considered  it  to  present  it  to  you  with  such  com- 
pactness and  force  as  it  deserves,  as  must  therefore  ^ve  it  the  go  by, 
except  to  allude  to  this  feet,  that  fire  insurance  is  espeaally  of  advantage 
to  this  country.  Would  Chicago  ever  have  been  built  if  it  had  not  been 
for  the  protection  eiven  by  fire  insurance  ?  Who  would  invest  one  or  two  hun- 
dred thousand  dollars  in  a  building,  and  fill  it  with  merchandise,  if  there 
were  no  insurance?  Could  another  state  be  settled  and  admitted  into  this 
union  if  the  system  of  insurance  were  put  an  end  to  ?  Who  would  build  an 
elevator,  or  a  mill,  or  any  of  those  structures  which  have  become  absolutely  ne- 
cessary to  our  civilization,  if  they  could  not  be  protected  against  loss  by  fire  ?  I 
think  I  am  justified,  in  some  degree  at  least,  for  my  respect  for  the  business  in 
which  I  am  engaged,  and  the  views  I  entertain  of  its  importance.  In  the  first 
beginning  of  the  system  of  insurance,  it  was  done  without  the  intervention  of 
companies.  These  were  no  corporations,  no  associations  of  individuals  as  such. 
But  there  was  agreement  When  a  ship  went  out  to  sail  to  the  new  world,  or 
a  buUdin^  had  to  be  covered,  men  wrote  their  names  under  certain  amounts 
to  secure  it  from  loss,  as  John  Smith,  250  pounds,  William  Brown,  500  pounds ; 
they  were  under  writers,  and  hence  the  name.  That  practice  was  introduced 
into  this  country,  but  we  soon  found  that  for  this  country,  it  was  necessary  to 
have  associated  capital  to  carry  it  on.  And  I  think  there  is  a  ^eat  advantage 
in  Uiis  method,  oeoiiuse  we  can  know  exactly  the  responsibility  of  a  com- 
pany and  their  ability  to  pay,  and  it  would  be  very  difficult  to  de- 
termine the  responsibility  of  an  individuaL  Besides  which,  even  the  wealthiest 
men  in  the  community  would  not  be  very  apt  to  enter  largely  into  the  busi- 
ness of  fire  insurance  when  the  fortune  of  an  Astor  might  be  wiped  out  in 
a  single  night  Consequently,  we  must  have  corporations  for  these  objects, 
and  we  dami  that  we  are  doing  our  frill  share  towards  the  building  up  of  this 
country  and  its  advancement  and  prosperity.  We  are  met,  however,  on  the 
part  of  the  legislatures  of  many  ot  the  states  with  acts  indicating  that  insur- 
ance companies  do  not  confer  any  great  advantages  upon  the  community ;  that 
they  should  be  restricted  and  hampered,  and  tax^  heavily.  My  view  of  that  is, 
that  if  for  any  reason  insurance  companies  are  not  to  be  treated  as  other  capital- 
lists  are,  if  they  are  not  to  have  the  same  rights,  then  they  ought  to  be  suppress- 
ed altogether.  And  I  wish  that  one  state  would  go  a  little  frirther  than  any  state 
has  yet  done,  and  shut  out  insurance  companies  altogether.  What  would  be 
the  result  of  that  ?  It  would  be  found,  in  the  first  place,  that  the  mercantile 
business  of  that  state  would  be  very  much  afiected.  The  merchants  would 
find  those  from  whom  they  wanted  to  buy  saying  to  them :  '*  We  are  willing 
to  trust  you.  but  we  want  to  know  if  you  are  insured.  We  cannot  trust 
without"  And  if  a  mill  or  other  structure  was  to  be  built,  capital  would  not  in- 
vest in  it  if  it  could  not  be  insured.  There  is  a  jealousy,  and  there  is  no  use  in 
disguising  the  £Bu:t,  on  the  part  of  some  of  the  states  against  the  eastern  compa- 
nies, from  the  impression  tnat  we  are  deriving  a  large  profit  by  this  insurance 
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bimness,  and  drawing  money  from  the  other  parts  of  the  country  to^cnrich  the 
east,  and  New-York  in  particular.  Let  ns  look  at  that  for  a  moment  I  never 
found  any  state  yet  where  that  view  pre-eminently  prevailed  bat  that  state  drew 
more  money  from  the  insurance  companies  of  the  east  than  they  returned  to  it 
Now  jrou  can  better  afford,  many  of  jou,  gentlemen,  to  have  us  do  your 
insurance  for  you,  than  to  do  it  for  yourselves.  In  1849  *"^  ^8So  there 
was  no  insurance  comnnny  in  New  York  with  a  greater  amount  of  capi- 
tal than  $350,000,  and  the  whole  amount  of  local  insurance  capital  in 
this  state  was  not  over  $10,000,000.  Since  that  time  New  York  has  be- 
come the  monied  centre  of  this  continent,  and  money  has  flowed  in  in 
such  a  degree  that, you  can,  in  Wall  street,  borrow  on  a  temporary  govern- 
ment security  for  3  per  cent,  and  any  investment  that  promises  6  or  8 
per  cent  is  eagerly  sought  for.  I  have  no  doubt  at  all  that  an  i Aurance 
company  could  be  ^ot  up  in  New  York  in  one  week,  with  ten  millions  of 
capital,  paid  in,  if  it  could  be  guaranteed  8  per  cent  dividends.  Since 
New  York  has  become  this  monied  centre  companies  are  formed  here 
with  a  capital  of  $500,000,  and  up  to  two  and  a-half  millions.  Now, 
why  don't  you  have  such  insurance  companies  out  west;  simply,  because 
you  would  withdraw  money  which  would  be  used  for  your  railroads  and 
other  improvements,  and  lock  it  up,  receiving  only  about  8  per  cent  for  it, 
while  you  can  use  the  same  money  in  developing  your  material  resources, 
and  receive,  at  least,  20  per  cent  It  is  upon  the  very  same  principle 
that  you  prefer  to  buy  tea  from  the  Chinese,  rather  than  raise  it  in  Wis- 
consin. By  and  by,  when  you  get  to  be  rich,  and  have  surplus  capital, 
you  can  form  companies  as  fast  as  you  want ;  but  till  then  you  can  insure 
cheaper  upon  eastern  capital.  Yet  such  is  the  prejudice  that  one  of  the 
western  states  has  passed  a  law  that  a  company  before  coming  into  the 
state  has  actually  got  to  sign  a  bond,  that  it  will  not  appeal  any  case  to 
the  Supreme  Court  of  the  United  States. 
A  Dblkgatb — You  are  mistaken.  , 

Mr.  Savage — I  am  not  mistaken,  for  I  signed  a  bond  of  the  state  of 
Wisconsin  myself,  and  I  did  so  with  the  determination  to  test  the  legality 
.  of  that  law  should  occasion  arise.  As  a  citizen  of  the  United  States.  I 
claim  that  Wisconsin  has  no  right  to  deprive  me  from  appealing  to  the 
courts  of  my  country.  Companies  of  the  different  states  should  be 
allowed  to  enter  other  states  freely,  and  all  should  be  left  to  compete 
with  each  other,  as  if  we  were  in  fact,  as  in  name,  one  family.  I  do  not 
think  that  any  superintendent  in  the  United  States  should  be  charged 
with  the  responsibility  of  the  good  character  ot  every  company  that 
seeks  admission  into  his  state.  The  endorsement  of  the  superintendent 
of  the  state  in  which  the  company  is  born  ought  to  be  sufficient.  There 
is  a  broad  and  generous  rule  of  reciprocity  runnine  through  this  position, 
that  I  think  ought  to  be  seriously  considered.  I  thank  you  for  the  atten- 
tion with  which  you  have  listened  to  me. 

Mr.  Savage,  after  closing,  rose  again,  to  say  that  he  had  been  re- 
quested to  state  that  in  Kentucky  the  ^tna,  of  Hartford,  worked  thirty- 
one  years  before  she  got  ahead ;  that  in  Missouri  for  twenty  years  the 
state  was  on  the  debit  side  of  the  ledger  of  the  company ;  and  that  plenty 
of  other  similar  facts  could  be  brought  out.    They  exist  in  abundance. 

Resolutions  on  Investments. 
Mr.  Row  offered  the  following  resolution  : 

Wkereeis^  The  laws  of  several  states  require  insurance  companies  to 
make  investment  of  funds  only  in  the  state  where  organized ;  and,  where- 
as, such  enactments  tend  to  increase  retaliatory  and  aggressive  legis- 
lation ; 

B€solv0d^  That  such  restrictions  as  to  investments  are  unwise  and 
unnecessary,  and  that  freedom  to  make  safe  and  profitable  investments 
in  any  or  all  states  be  allowed. 
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The  resolution  was  referred  to  the  committee  on  losets  and  inrestments. 
Mr.  Pa\nb,  thie  chairman  of  the  committee  on  assets  and  investments, 
presented  the  following  report  from  that  committee : 

Report  op  the  Committee  on  Assets  and  Investments. 

In  defining  the  assets  of  insurance  companies  to  be  included  in  their  an- 
nual reports  to  the  insurance  departments,  there  is  no  objection  to  the 
usual  items  of  cash  in  office,  in  bank  and  on  deposit  with  trust  companies, 
United  States,  state  and  municipal  bonds  or  securities,  and  bonds  and 
stocks  of  banks  and  other  corporations  of  an  undoubted  character,  (ex- 
cept insurance  companies'),  real  estate  in  fee,  loans  on  mortgages  of 
real  estate  and  on  collaterals,  care  being  taken  in  all  such  cases  ofsecuritj 
to  have  An  ample  marein  of  value  over  and  above  the  sum  loaned.  The 
comp^itVee  do  not  at  this  time  propose  to  prescribe  the  absolute  limita- 
tion of  the  several  items  named,  further  than  to  designate  the  classes, 
its  has  already  been  done. 

**  Office  furniture  and  fixtures  "  are  assets  to  their  actual  cash  value 
as  marketable  commodities,  and  no  further.  Blanks,  stationery,  and 
other  articles  purchased  for  the  company's  own  use ;  also  leases  of  real 
estate  for  the  company's  own  occupancy  are  not  to  be  regarded  as  assets. 

Loans  of  all  kinds,  having  the  security  of  names  alone,  although  in  all 
respects  good  bankable  paper,  including  '^  call  loans,"  bills  receivable, 
memorandum  checks  and  accomodations,  the  committee  believe  should 
be  entirely  disregarded  by  the  insurance  officer  as  assets.  A  single  excep- 
tion should  be  made  in  the  case  of  marine  companies,  which  by  the 
usage  of  all  communities,  receive  payment  for  premiums  in  the  notes  or 
book  charges  of  the  insured. 

To  the  extent  now  indicated,  and  with  the  limitations  suggested,  it  is 
believed  the  legislatures  of  the  several  states  should  conform  their  action 
without  any  limitation  of  state  lines  in  making  the  selection.  The  best 
interests  of  the  oompanies,  and  justice  to  the  policyholders  in  other  states, 
all  seem  to  demand  the  adoption  of  this  rule. 

'^  Commuted  commissions  "  are  but  another  name  for  the  purchase 
of  contingent  liabilities,  at  a  discount,  and  should  not,  therefore,  be  • 
regarded  as  assets. 

Premiums  payable  by  future  charges  against  the  company  are  simply 
disbursements  made  in  advance,  and  .not  assets. 

Premium  notes  and  loans  on  life  policies  in  force  on  interest,  being  a 
portion  of  the  premium  due  for  policies  actually  delivered,  covering  the 
whole  term  of  the  policy  valuation,  and  thus  issued  for  a  full  and  val- 
uable consideration,  are,  in  the  opinion  of  your  committee,  assets  to  the 
valued  amount  of  the  respective  policies  on  which  they  are  issued, 
the  security  being  ample,  and  like  other  investments,  bearing  a  cash 
income  of  interest. 

Life  premiums  in  process  of  collection,  including  those  in  the 
hands  of  aeents,  frequently  entered  as  **cash  in  hands  of  agents,"  may 
satisfactorily  be  disposed  of  as  follows :  These  are  mainly  premiums  on 
policies  or  renewal  certificates  sent  out  to  the  agents  for  collection,  and 
which  on  the  31st  of  December,  have  not  been  accounted  for  to  the  home 
office.  Very  properly,  these  appear  on  the  books  of  the  company  as 
items  of  charge  or  debit  against  the  agent.  As  a  matter  of  bookkeeping, 
the  entry  is  proper.  It  is  to  be  remembered,  however,  that  the  agent  is 
in  the  place  of  the  companv,  and  the  real  status  of  the  latter  is  not 
changed  by  this  transfer  of  the  collection  from  the  home  office  to  that  of 
the  former.  The  true  method  of  treating  the  item  is  very  plain.  As  no 
company  is  required  to  make  its  return  to  the  insurance  department  for 
thirty  or  sixty  days  after  the  end  of  the  previous  year,  an  abundant  time 
is  given  for  the  ascertainment  of  the  true  state  of  the  business  in  the 
agents'  hands  at  the  end  of  the  year.  Let  this  opportunity  be  improved 
and  the  true  result  appear  in  the  statement. 
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And  then  let  the  actual  state  of  the  account  between  the  a^ent  and  the 
companj  be  adjusted,  so  that  no  "  cash  "  shall  appear  to  be  in  his  hands 
except  such  as  the  company  has  a  right  to.  All  this  can  be  readily  done 
within  the  time  specified,  and  the  actual  state  of  the  business  in  this 
particular  be  reported. 

This  course  will  necessitate  a  change  in  the  valuation  of  the  policies, 
as  none  will  then  be  taken  into  account  which  have  not  been 
actually  delivered,  in  case  of  new  policies,  or  which  have  not  been 
renewed,  in  case  of  old  ones.  Consequent  on  this,  will  follow  a  disap- 
pearance of  that  vastly  prejudicial  item  of  **  policies  terminated"  of  the 
''not  taken"  designation.  A  new  element  of  truth  and  consequent 
strength  will  be  thus  secured  by  annual  settlements  with  the  agents, 
and  a  greater  efficiency  in  the  collection  of  premiums,  and  the  actual 
financial  and  business  character  of  the  company  be  more  truly  made 
known  to  the  public 

''OfiSce  premiums  "are  of  the  same  character  with  many  of  those  already 
treated  of  **  in  the  hands  of  agents."  They  are  understood  to  be  tucn 
premiums  as  are  to  be  paid  at  the  home  office,  which  by  the  terms  of 
the  policy  are  over-due,  but  within  the  term  of  "grace"  which  the 
company  are  willing  to  allow  for  these  payments.  If  the  grace  is  by 
right  under  any-  condition  of  the  policy  or  provision  of  law,  it  is  as 
much  a  part  of  the  term  of  credit  as  any  other  part  of  the  time  allowed  for 
payment;  and  hence  is  in  the  category  of  premiums  not  yet  over- due. 
If,  on  the  contrary,  the  company  are  under  no  legal  obligation  to  receive 
the  premium,  it  l>eing  over-due,  it  has  no  more  right  to  enter  the  item  as 
an  asset,  than  it  has  any  other  over-due  premium  payment,  however  great 
may  be  the  expectation  of  its  being  redeemed.  Whenever  the  payment 
in  such  case  is  made,  it  is  a  transaction  of  the  time  when  made,  and  makes 
Its  appearance  among  the  other  contemporaneous  receipts  and  income 
of  the  company.  It  follows  that  the  whole  item  should  be  rejected,  no 
entry  to  be  made  until  the  cash  is  actually  received  in  the  one  case  under 
the  **  grace  **  contracted  for,  and  in  the  other  under  the  "  grace  "  which 
the  company  graciously  grant. 

"Dcrerred  premiums ''^ are  also  to  be  disposed  of  in  very  much  the 
same  way  as  already  indicated  above.  These  are  unpaid  premiums,  due 
for  more  or  less  of  the  term  covered  by  the  policy  valuation,  the  credit 
given  being  a  part  of  the  contract,  and,  of  course,  binding  on  the 
company. 

As  the  company  is  chared  in  the  valuation  with  the  liability  as  a 
paid-up  policy  for  the  year,  it  is  very  clear  that  it  should  have  a  corres- 
ponding credit  given  for  the  portion  of  the  premium  remaining  unpaid. 
The  exact  method  of  accomplishing  this  would  be  to  make  the  allowance 
at  the  time  of  the  valuation,  and  report  only  the  balance  as  the  actual 
value  of  the  policy  or  liability  of  the  company.  If  reasonably  practic- 
able, this  would  be  the  prescribed  rule,  thus  taking  the  whole  item  of 
"  deferred  premiums  "  out  of  the  list  of  "  assets  "  and  correspondingly 
reducing  the  policy  liability.  As  the  actuarial  work  would  be  thus 
greatly  increased  to  a  burdensome  extent,  a  substitute  bringing  us  to 
substantially  the  same  result,  may  be  adopted  by  the  introduction  of  the 
item  named.  The  valuation  or  liability  charge  having  been  made  to 
include  the  unpaid  premiums  spoken  of,  a  credit  is  to  be  given  therefor 
to  the  same  extent  as  that  liability  has  been  thereby  increased,  but  no 
farther.  The  premium  deferred  is  not,  however,  its  true  measure.  This 
embraces  a  '* loading"  for  expenses  that  have  not  entered  into  the 
valuation  usually  about  one-fourth  its  amount,  and  this  should  be, 
of  course,  deducted  from  the  whole  premium,  and  the  balance  passed 
to  the  credit  of  the  company  as  an  offset  to  cancel  the  excess  of  valu- 
ation. For  convenience,  the  credit  is  to  be  made  on  the  credit  side 
of  the  account,  among  •  the  items  of  assets.    It  is  not  in  any  sense  an 
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"asset**  or  to  be  regarded  as  such  in  any  other  light  than  to  reduce 
the  apparent  liability  of  the  company  as  charged  on  the  opposite  side 
of  the  account.  For  this  purpose  alone  it  is  a  quasi  asset,  with  this 
limited  quality,  having  no  intrinsic  value.  The  conclusion  is  thus 
reached,  that  the  actual  amount  of  deferred  premiums  on  policies 
legally  in  force  for  the  term  covered  by  the  valuation  less  the  "  loading," 
should  be  allowed  as  a  credit  to  offset  the  debit  of  overcharge  in  Uie 
item  of  value  liability,  but  that  it  should  not  be  for  any  other  purpose 
regarded  as  an  asset  of  any  value.  The  actual  amount  to  be  (deducted 
for  this  cause  must  be  calculated  for  each  company  separately,  accord- 
ing to  the  extent  of  its  "  loading." 

To  present  with  more  certainty  the  exact  state  of  the  companies'  af- 
fairs, it  is  suggested  that  the  valuation  should  be  so  made  as  to  present, 
in  distinct  sums,  separately,  the  amounts  respectively  charged  for  liabili- 
ties on  those  policies  which  have  been  fully  paid  up  for  the  year,  and 
those  on  which  the  premiums  are  more  or  less  deferred.  But,  as  this 
comes  more  properly  within  the  province  of  other  committees  of  this 
convention,  nothing  further  is  added  to  this  sujpfgestion. 

The  following  compend  .presents  a  view  of  the  conclusions  arrived 
at  by  the  committee  defining  the  assets  and  investments  of  insurance 
companies : 

1.  The  various  items  of  cash,  stocks,  bonds,  real  estate,  loans  on  mort- 
gage and  collaterals,  coming  within  the  general  description  of  first  para- 
graph of  this  report. 

2.  Furniture  and  fixtures  to  their  actual  cash  value,  as  marketable 
commodities. 

3.  Cash  in  agents'  hands  and  in  process  of  collection  or  transmission, 
to  the  amount  actually  received  on  or  before  Dec.  ^i,  as  ascertained  and 
determined  subsequently  to  that  date,  before  making  the  annual  state- 
ment. 

4.  Premium  notes  and  loans  on  life  policies  in  force  on  interest,  not 
exceeding  the  amount  charged  against  the  companies  in  their  liability 
for  the  policies  respectively. 

5.  Deferred  premiums  on  life  policies  legally  in  force  to  their  full 
amount,  less  the  "  loading  "  for  expenses,  for  the  sole  purpose  of  can- 
celling an  equal  amount  of  the  liability  with  which  the  company  is 
charged  in  the  policy  valuation. 

6.  But  leasehold  estates  for  the  company's  own  occupancy,  commuted 
commissions,  loans  secured  by  names  alone  (except  marine  premiums,) 
blanks,  stationery  and  other  articles  purchased  for  the  company's  use 
in  the  transaction  of  its  business,  are  all  to  be  rejected  as  assets  of  any 
value  in  judging  of  the  true  status  of  the  companies. 

.Respectfully  submitted, 

Albert  W.  Paine,  Chairman. 
-   Mr.  Pains  moved  that  the  report  be  laid  on  the  table,  and  be  considered 
in  committee  of  the  whole  in  the  afternoon.    Mr.  Paine  also  expressed 
a  hope  that  the  reporters  present  would  observe  that  it  was  a  mere  re- 
port of  a  committee — not  a  document  endorsed  by  the  convention  as  yet. 

Mr.  Kblsby  moved  that  a  sufficient  number  of  this  and  all  other 
reports  be  printed  for  the  use  of  the  members  of  the  convention 

Some  discussion  was  had  on  the  subject  of  the  accuracy  of  the  reports 
of  the  proceedings  of  the  convention  in  the  daily  papers,  the  result  of 
which  was  that  the  reporters  were  understood  to  be  requested  to  be  care- 
ful to  note  that  the  report  made  by  Mr.  Paine  was  a  mere  committee 
document. 

Mr.  Kblsby's  motion  was  then  carried. 

Mr.  Paine  moved  that  the  committee  on  blanks  be  instructed  to  inquire 
into  the  expediency  of  calling  for  the  items  showing  the  particular  busi- 
ness of  the  companies  in  the  different  states.       ^ 
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Referred  to  the  committee  on  blanks. 

Mr.  Notes  moved  that  the  chairmen  of  committees,  as  fast  as  reports 
were  prepared  bj  their  committees,  be  authorized  to  have  them  printed, 
without  waiting  to  present  them  to  the  convention. 

Carried. 

The  Prbsidbnt  announced  that  the  hour  (half-past  one)  at  which  the 
delegates  were  invited  to  visit  the  Equitable  Life  Assurance  buildings  had 
irrivcd. 

Mr.  Kblsey  moved  that  the  convention  adjotun  to  meet  in  executive  session 
•t  the  Fifch  Avenue  Hotel,  at  four  P.  M. 

Carried. 
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New  York,  May  29,  1871. 

kvention  assembled  at  11  o'clock,  A.M.,  the  president  in  the 

jing  no  objection,  the  reading  of  the  minutes  of  the  last  meet- 

spensed  with. 

BSiDBNT — This  morning  was  set  apart  as  a  time  when   the 

tives  of  foreign  companies,  doing  business  here,  would  be 

n  the  convention  'and   invited  to  communicate  their  views. 

itives  of  those  companies  are  present,  and  we  shall  be  glad  to 

them. 

Address  of  the  Foreign  Companies. 

W.  Crowell,  resident  manager  of  the  Imperial  insurance 
London,  was  then  introduced,  and  said : 

SIDENT  AND  GENTLEMEN  OF  THE  CONVENTION  : 

fof  the  foreign  fire  insurance  companies,  which  I  will  for  a 
epresent,  I  desire  to  thank  you  for  the  opportunity  offered 
xj  briefly  communicate  with  you  upon  this  occasion,  and 
you  their  views  upon  one  or  two  points  which  have  not  been 
in  any  of  the  reports  which  have  been  brought  before  your 
e  communication  will  be  brief,  for  the  reason  that  the  ground 
'  the  fire  insurance  companies  represented  by  the  committee 
New  York  Board  of  Fire  Underwriters  has  been,  in  our 
one  over  ably,  clearly,  and  lucidly;  and  most  of  the  points  in 
are  interested  as  foreign  insurance  corporations  has  been 
on  by  them. 

•e,  however,  one  or  two  points  which  are  essentially  important 
igh  not  necessarily  so  to  them,  that  we  desire  to  communicate 
nthis  occasion. 

at  the  outset  to  say  that  the  six  foreign  fire  insurance  compa* 
\  business   in  the  state  of  New  York  are  all  represented  by 
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/out  own  native  American  citiaEens.  Their  intereatt  are  confided  to 
jour  own  people,  and  therefore,  the  managera  of  those  institutions  feel 
that  they  have  not  only  a  duty  the;^  owe  to  their  principals  on  the  other 
side  of  the  water,  but  a  duty  which  they  owe  to  your  own  people,  of 
which  they  are  a  part,  in  protecting  the  interests  that  are  confided 
to  them — the  interests  of  those  who  seek  protection  by  the  immunity 
and  indemnitjT  which  their  policies  afford. 

We  also  desire  to  say  that  we  wish,  in  all  cases,  to  present  exact  and 
perfect  statements  of  the  affairs  and  condition  of  our  respective  compa- 
nies. We  desire  that  the  inquiries  should  be  searching,  and  we  concede 
to  rou  the  entire  right  to  require  that  those  questions  shall  be  thoroughly 
and  perfectly  answered. 

We  also  say  that  we  desire  to  comply  with  any  laws  that  are  not  in 
themselves  oppressive  or  severely  discriminating,  that  the  different 
states  of  our  union  may  seek  to  pass  with  reference  to  our  respective 
companiea. 

We  also  desire  to  say,  that  we  recoG^ize  the  right  and  the  duty  and 
the  propriety  of  your  requiring  from  foreign  corporations  a  deposit,  in 
this  country,  of  a  certain  amount  of  their  assets  which  will  be  a  guar- 
antee of  entire  security  to  American  policyholders,  although  those 
requirements  are  not  extended  to  American  companies  seeking  to  do 
'  busineaa  in  those  states  in  which  their  company  is  located  and  where  it 
was  created* 

We  also  say,  however,  that  any  foreign  company,  not  willing  to  make 
a  proper  deposit  of  a  portion  of  these  assets  in  this  country — seeking  to 
do  business  in  those  states  which  do  not  require  them  and  not  in  those 
states  which  do  require  them — should  be  looked  upon  with  great  susi)icion. 

We  endorse  fuUy  those  opinions  which  have  been  advanced  in  the 
able  report  of  the  committee  of  the  New  York  Board  of  Fire  Underwri- 
ters with  reference  to  deposits.  We  also  endorse  those  opinions  th  at 
have  been  advanced  by  the  Chamber  of  Commerce,  upon  that  subject — 
the  distribution  of  deposits,  the  regulation  of  the  assets  of  companies. 
And  this  applies  with  equal  force  to  the  deposits  which  may  be 
required  of  foreign  fire  insurance  companies.  Whilst  we  admit  your 
right  to  require,  and  whilst  we  express  our  willingness  to  make  deposits  in 
your  states,  we  ask  that  it  shall  not  be  distributed — that  it  shall  not  be 
scattered,  and  that  it  shall  be  kept  intact,  altogether,  in  that  state  where 
its  headquarters  is  located,  and  where  its  principal  office  or  branch  is 
located  in  the  United  States. 

With  reference  to  the  requirements  for  good  laws,  we  will  say,  that 
good  companies  invite  the  most  stringent  legislation  and  the  most 
stringent  laws  with  reference  to  insurance  companies.  It  is  only  the 
weak  companies  that  desire  to  avoid  these  stringent  laws  and  those 
stringent  investigations. 

With  these  prefatory  remarks,  which  I  have  here  offered,  thanking 
you  again,  gentlemen,  for  the  opportunity  afforded  us  of  presenting  our 
communication,  I  will  now  introduce  Mr.  Blagden,  the  associate 
manager  of  the  North  British  and  Mercantile  insurance  company,  who 
will  read  to  you  the  communication  which  we  have  to  present  to  you. 

Remarks  of  Mr.  Samusl  P.  Blagden. 

Mr.  President  and  Gentlemen  of  the  Convention — It  is  quite 
encouraging,  sir,  for  a  youns  man,  coming  among  those  to  whom  it  is 
impossible  that  he  should  be  known,  to  be  introduced  by  one  who  is  of  a 
well  established  reputation,  and  who  is  well-known  to  most  of  you. 

I  desire,  in  behalf  of  the  foreign  companies,  to  express  to  you,  sir, 
the  honorable  president  of  this  convention,  and  to  you,  gentlemen, 
who  have  come,  many  of  you  at  great  distances,  to  attend  as  delegates, 
our  sincere  thanks.     Doubtless  you  have,  some  of  you,  come  at  great 
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inconvenience  to  yourselves,  for  the  good  of  the  insurance  departnoAnts, 
and  of  the  companies,  and  of  the  public  at  large. 

There  is  nothing  for  me  to  add  to  what  has  been  so  well  said  by  the 
gentleman  who  has  preceded  me,  and  without  referring  to  anything  fur- 
ther, than  to  express  a  wish,  that  at  your  next  convention  there  may  be 
present  delegates  from  the  other  side  of  the  ocean,  I  will  read  the  com- 
munication addressed  to  Hon.  George  W.  Miller,  president  of  the  insur- 
ance convention. 
To  Hon.  Geo.  W.  Miller,  President  Insurance  Convention : 

Dear  Sir  :  The  foreign  insurance  companies  have  the  pleasure  to 
address  the  convention  upon  points  of  great  interest  to  themselves  which 
were  not  referred  to  in  the  very  able  report  of  the  committee  of  the  New 
York  Board  of  Fire  Underwriters. 

It  is  the  desire  of  our  companies  to  furnish  full  and  satisfactory 
statements  to  the  various  departments  as  promptly  as  the  nature  of  the 
case  will  permit;  the  supplementary  statement  of  the  business  in  this 
■country  can,  of  course,  be  made  at  the  same  time  appointed  for  American 
companies,  but  the  delay  necessary  in  order  to  hear  from  the  various 
agencies  in  different  parts  of  the  world,  renders  it  impossible  to  make 
the  foreign  statement  of  the  entire  business  of  the  company  for  the  year 
until  about .  the  first  of  July  succeeding,  and  we  would  respectfully  • 
request  you  to  take  this  fact  into  consideration  and  arrange  the  time  in 
accordance  therewith. 

We  have  had  occasion  in  past  years  to  address  some  of  the  depart- 
ments on  this  subject,  and  desire  to  express  our  thanks  for  the  considera- 
tion shown  us  by  the  several  officials  at  the  head  of  the  same. 

The  only  other  points  to  which  we  would  espedallv  allude,  is  the  very 
important  question  of  deposits  which  was  very  fully  considered  in  the 
report  of  the  committtee  referred  to  above,  all  the  arguments  advanced 
therein  apply  with  like  force  against  the  separation  of  the  assets  of 
foreign  companies. 

We  desire  to  have  such  funds  deposited  in  such  a  manner  as  will  best 
secure  the  policyholders,  and  would  suggest  that  if  placed  in  the  hands 
of  trustees,  citizens  of  the  United  States  and  approved  by  the  head  of 
the  insurance  department  of  the  state  iir  which  the  principal  office  in 
this  country  may  be  located,  as  provided  in  the  law  recently  passed  by 
the  New  York  state  legislature,  this  end  is  full  v  attained. 

The  business  of  the  foreign  companies  has  already  induced  the  invest- 
ment of  upwards  of  $6,000,000  capital  in  this  country;  in  return  for  this 
all  that  can  be  expected,  and  all  that  is  asked  in  their  behalf,  is  that  they 
may  be  subject  to  the  same  laws  and  entitled  to  the  same  privileges  as 
the  companies  of  this  country.  They  cheerfully  pay  allcharges  and  taxes 
for  which  such  companies  are  liable,  but  they  respectfully  protest 
against  discriminating  taxes  and  laws  to  their  detriment 

They  claim  this  position  with  the  more  assurance,  because  the  fullest 
liberality  is  granted  by  the  English  government  to  American  companies 
doing  business  in  that  country,  where  they  are  placed  on  a  precisely  equal 
footin|^  with  the  home  companies,  and  no  deposit  whatever  is  required. 
Asking  jrour  kind  consideration  of  these  points,  and  your  cordial  co- 
operation in  our  efforts  to  have  this  fair  and  just  equality  established 
throughout  the  different  states,  vre  are,  gentlemen,  with  high  regard, 
very  sincerely  yours,  (Signed,) 

Alfred  Pell,  Liverpool  &  London  &  Globe  Ins.  Co., 
A.  B.  McDonald,  Royal  Ins.  Co.,  of  Liverpool  and  London, 
Wm.  H.  Ross,  Queen  Fire  Ins.  Co.,  Liverpool  and  London, 
Sam.  p.  Blagdbn,  N.  British  &  Mercantile  Ins.  Co.,  London  &  Bdin*gh, 
E.  W.  Crowell,  Resident  Manager  Imperial  Ins.  Co.,  London, 
Alliger  Bros.,  Gen.  Ag^ts  Commercial  Union  Ass'nceCo.,  London. 
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Mr.  Brikkkrhoff — I  move  that  the  communication  be  received^  and 
that  it  be  referred  to  the  committee  on  deposits.  I  believe  that  that  is 
the  only  committe  especial!/  interested  in  that  report 

There  being  no  objection,  the  communication  was  so  referred. 

The  Prssidbnt — I  would  call  upon  General  Smith,  the  chairman  of 
the  committee  appointed  to  wait  upon  the  ex-officers  of  state  insurance 
bureaus  of  former  years,  and  to  invite  Mr.  Barnes  to  a  seat  in  this 
convention. 

Mr.  Smith — I  can  inform  the  convention  that  the  committee  waited  o^ 
Hon.  William  Barnes,  and  were  informed  that  he  was  out  of  town  at 
that  time.  He  is  now  present,  and  I  have  the  honor  of  intro- 
ducing him  to  you. 

Speech  of  Hon.  William  Barnes. 

Mr.  Barnes  was  received  with  applause,  and  spoke  as  follows : 

Mr.  President  and  Gentlbbcen — Your  honored  president  suggested 
that  he  did  not  know  whether  or  not  I  was  prepared  for  a  speech  on  this 
occasion.  I  can  report  to  him  that  I  have  no  speech  at  all  to  make,  and 
am  not  prepared  to  make  anj  upon  any  particular  point  connected 
with  your  session,  or  with  any  question  that  may  arise  here.  I  am 
thankful  for  the  honor  which  you  conferred  upon  me,  through  Gen. 
Smith,  in  inviting  me  to  an  honorary  seat  in  your  convention.  You  are 
all  well  aware  that  one  who  has  spent  more  than  ten  years  of  the  best 
working  vears  of  his  life,  upon  this  subject  and  upon  the  questions  con- 
nected with  it,  cannot  look  upon  your  deliberations  with  anything  except 
a  great  and  lively  interest. 

Sixteen  years  ago,  this  summer,  Mr.  President — through  an  honored 
gentleman,  now  deceased,  one  of  the  most  efficient  officers  that  the  state 
of  New  York  ever  had  in  any  department — I  had  the  honor  of  being  ap- 
pointed by  the  comptroller  to  examine  the  Webster  Fire  insurance  com- 
pany, of  the  city  of  New  York.  That  is  now  sixteen  years  ago  this 
summer — in  the  summer  of  1855.  I  appeared  in  a  verv  modest  and  un- 
pretending manner,  with  my  little  carpet-bag,  in  Wall  street;  the 
dtuouemenC  and  subsequent  history  I  will  not  take  up  your  time  to  repeat 
To  all  who  are  interested  in  that  subject,  of  course,  it  is  a  matter  of  his- 
tory. Suffice  it  to  say  that  the  company  was  found  to  possess  only  a 
very  small  portion  of  the  assets  which  they  represented.  This  operation 
was  repeated,  month  after  month,  during  the  summer  of  1855,  until  six 
fire  insurance  companies  were  examined  ;  and  some  of  them,  with 
$aoo,ooo  capital,  only  had  $4,000  or  $5,000  of  assets.  These  six  com- 
paniesf  month  by  month,  were  turned  over  by  the  attorney-general  and 
the  supreme  court,  and  all  dissolved  as  fraudulent  organizations.  In 
the  fall  of  that  jrear  the  native  American  party  came  to  power,  and  my 
distinguished  friend — who  I  am  very  glad  to  see  represents  California 
in  this  convention — took  charge  of  the  insurance  interests  of  the  state 
of  New  York,  and  executed  his  duties  with  abiliu^  and  efficiency. 
Subsequentlj[,  a  general  commission  was  appointed,  of  three  individuals, 
to  whom  I  will  not  now  allude,  to  examine  all  the  fire  insurance  com- 
panies of  the  state  of  New  York — nearly  all  being  comprehended  in  the 
city  of  New  York— and  made  a  special  report  in  1856,  with  which  gen- 
tlemen in  the  fire  insurance  business  are  familiar. 

I  bee  leave.  Mr.  President  and  gentlemen,  on  this  occasion,  as  I  deem 
it  not  mappropriate,  to  allude  to  the  very  able  and  distinguished  services 
of  three  gentlemen  who  were  at  that  time  connected  with  fire  insurance, 
and  to  whom,  to  a  great  extent,  the  success  and  the  results  of  my  labors 
of  that  summer  were  due.  I  allude,  Mr.  President  and  gentlemen,  to 
Mr.  George  T.  Hope,  president  of  the  Continental.  Mr.  Edward  A. 
Stansbury,  and  to  Joseph  Hoxie,  now  deceased.  These  three  gentle- 
men, mainly,  took  the  onus  and  responsibility  of  advising  the  comp* 
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troller  to  make  these  examinations ;  and  it  was  upon  the  strength  of  these 
three  men,  who  put  themselves  into  the  breach  at  that  time,  that  these 
3zaminations  were  made,  and  the  efficient  mechanism  which  afterwards 
prevailed  in  this  state,  subsequently  so  perfected,  bj  which  our  fire  in- 
surance interests  were  put  upon  a  sound  and  reliable  basis,  was  adopted. 
I  do  not  know  that  I  have  ever  had  before  an  occasion  to  make  this 
public  acknowledgment,  but  it  is  one  which  is  eminently  due  to  these 
gentlemen,  and  one  for  which  I  confess  great  gratitude  during  the  last 
iixteen  years.  One  of  those  gentlemen  is  now  deceased,  and  I  can  well 
recollect,  perhaps  to  a  certain  extent,  the  turning  point  on  a  fire  insur- 
ance examination,  in  reference  to  a  particular  company,  that  I  consulted 
him  upon  his  opinion  as  to  my  duties,  and  the  public  interests,  in  con- 
nection with  that  company,  and  I  very  well  recollect  his  emphatic  re- 
sponse was :  "  Do  your  duty  under  all  circumstances.  If  the  company 
is  to  any  extent  fraudulent,  it  should  be  entirely  dissolved,  and  turned 
over  to  the  supreme  court  and  the  attorney-general  for  dissolution.** 
And  that  policv  was  adopted  in  all  of  those  cases.  Subsequently,  in 
i860,  the  New  York  department  was  established,  mainly  in  consequence 
of  those  examinations  in  the  summer  of  1855,  and  almost  solely  on  account 
of  and  for  the  benefit  of  the  fire  insurance  interests  of  this  state. 

I  am  very  happy,  Mr.  President,  to  find,  I  believe,  from  18  to  20  states 
represented  here,  either  having  separate  departments  or  separate 
officers  charged  with  the  control  of  the  insurance  interests  of  their  states. 
I  recollect,  I  felt,  in  connection  with  mv brothers  in  Massachusetts,  that  we 
were  exercising  a  somewhat  extra  territorial  authority,  being  superintend- 
ents  of  the  states  of  New  York  and  Massachusetts,  in  covering  the  whole 
United  States  by  our  jurisdiction.  And,  during  the  whole  period  of  my 
official  term,  I  encouraged,  to  the  greatest  extent  possible,  the  creation 
of  the  departments  in  the  other  states,  and  the  release  of  the  jurisdiction 
of  the  state  of  New  York  and  of  Massachusetts,  over  the  United  States. 
It  is,  of  course,  entirely  plain,  and  upon  which  there  can  be  no  contro- 
versy, that,  so  far  as  rights  are  concerned,  the  state  of  Rhode  Island,  on 
this  subject,  has  precisely  the  same  rights  as  the  state  of  New  York,  and 
the  state  of  Nebraska  the  same  rights  as  the  state  of  Massachusetts. 
During  this  time — the  period  of  my  official  term — I  was  buoyed  up  in 
the  performance  of  my  duties,  which  I  attempted  **  to  perform  on  all  occa- 
sions without  fear,  favor  or  afiection,"  or  regard  to  state  lines,  or  indi- 
viduals in  any  respect.  In  view  of  the  wonderful  growth  of  the  different 
insurance  interests  of  the  state  of  New  York,  fire  and  life  principally, 
not  so  much  marine,  which  was  stationary,  the  jurisdiction  of  the 
department  was  subsequently  extended  to  life  and  marine  companies. 
And,  Mr.  President,  I  know  that  it  will  be  your  pride  to  build  up  the  interests 
of  your  respective  states  in  this  respect  Our  growth,  our  situation,  our  status 
and  our  reports  to  our  companies  are  altogether  beyond  the  insurance  compan- 
ies of  any  other  country  in  the  world.  No  coimtry  in  the  world  has  compsinies 
as  sound,  as  reliable  and  which  make  as  perfect  statements  as  the  insurance com- 

C'es  of  the  United  States.  Bow  has  it  been  done?  It  has  been  donebv 
;sty  and  by  &ir  and  square  dealing  with  the  public  all  through,  and  with 
everybody  connected  with  their  interests.  And  on  no  other  principle  than  on 
that  of  honor  and  exact  justice  to  the  public,  between  the  states,  can  this  ^eat 
interest  carry  on  and  perfect  the  status  which  is  existing  at  the  present  time. 
It  must  be  an  actual  growth ;  it  must  be  a  normal  growth  and  the  public  will 
recognize  and  give  us  that  status  to  which  we  are  entitled,  in  the  long  run. 

Notwithstanding  my  persistent  efforts,  and  the  persistent  efforts  which  were 
made  by  the  Massachussetts  department,  and  by  other  departments  which 
were  organized  year  after  year,  and,  by  the  companies,  to  introducf  this  interest 
in  such  a  way  as  to  be  recognized  by  the  public  and  by  the  constitution  and  laws, 
it  has  been  a  very  slow  process.  To-day  in  the  state  of  New- York,  the  office  of 
superintendent  of  the  insurance  department  is  nothing  but  a  creature  of  a  statute. 
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It  is  not  yet  a  constitatiooal  state  office  in  any  state  in  the  United  States.    I  hope 
to  see  the  time  when  this  office  will  be  recognized  in  the  constitutions  of  the 
difiterent  states,  not  only  in  our  own  state,  but  in  other  states.    I  allude  to  this 
purely  for  the  reason  that  there  are  other  immense  corporate  interests  through- 
out the  United  States.    There  are  other  corporations — trust,  banking  and  rail- 
road corporations — that  are  growing  up,  which,  to  a  certain  extent,  are  in 
competition  with  the  insurance  busmess;  and,  in  order  to  ^t  this  recog- 
nition from  the  public,  the  departioeot  must  be  conducted  with  mtegrity,  wiu 
ability,  with  persistency,  and  the  continuous  labors  of  years  are  still  neces* 
sary  before  the  office  of  superintendent  of  the  insurance  department  of  the 
state  can  be  put  into  a  state  constitution,  and  be  recognized  as  one  of  the  ne- 
cessities and  the  requirements  of  our  modem  system  of  insurance. 

The  legislatures  of  the  different  states  can,  by  a  single  edict,  wipe  out  every 
single  insurance  department  in  the  United  States,  and  the  insurance  companies 
andthe  insurance  departments  must  advance  our  interests,  our  peculiar  inter- 
ests, in  harmony  with  the  general  interests  of  the  nation,  and  the  interests  which, 
to  a  certain  extent,  may  conflict  with  them.  I  hope  to  see  the  interests  advanced 
in  that  direction.  I  have  no  doubt  they  will  be  in  the  different  states  of  the 
union,  but  we  have  not  accomplished  that  object  yet 

I  do  not  feel,  Mr.  President  and  gentlemen  of  the  convention,  that  the  com- 
panies have  an  entire  right  to  control  insurance  legislation.  I  do  not  feel  that 
the  insurance  superintendents  of  the  different  states  have  an  entire  right  to 
control  the  insurance  legislation  of  the  different  states.  It  is  only  in  hannony 
with  the  companies  and  with  the  general  public  interests  that  insurance  legisla- 
tion in  the  different  sUtes  can  be  established  upon  such  a  basis  as  to  be  perma- 
nently maintained  throughout  the  union  as  a  fixed  fitct,  and  as  a  fixed  legulative 
policy  in  the  different  states  of  the  union.  It  is  exceedingly  detrimental  to  the 
pnbhc  interests  and  to  the  interests  ol  the  departments  to  have  laws 
passed  year  after  year,  in  different  states,  tnat  are  in  direct  coo- 
flict  witn  each  other,  and  in  conflict  with  the  legisUtion  of  that 
state.  If  I  might  be ,  allowed  to  make  a  suggestion  here,  Mr.  President,  I 
would  suggest  that  if  the  various  gentlemen  here  can  harmonize  upon  a  single 
point,  asbeing  desirable  in  all  the  states  of  the  union,  and  accomplish  a  uni- 
formity of  legislation  upon  that  subject,  the  object  of  the  convention,  so  £ur  as 
the  public  interests  are  concerned,  will  have  been  fully  paid  for  and  be  appre- 
ciate by  the  public  if  you  harmonize  on  a  single  point.  1  do  not  mean  to  say 
that  entire  harmony  can  be  had  in  the  different  states  of  the  union  upon  aU 
points  connected  with  insurance.  Our  states  are  different  states  in  their  inter- 
ests and  feelings,  in  their  views  and  wishes,  to  a  certain  extent  The  peculiar 
advantages  of  our  form  of  government  to  all  our  people  of  the  United  States  is 
this  independence  of  the  different  states,  and  the  independence  of  the  indi- 
viduals in  the  difierent  states,  acting  in  harmony  altogether  for  the  benefit  of 
the  public  and  for  the  general  interests  of  the  whole  country. 

I  oeg  paitlon,  Mr.  President,  for  consuming  so  much  of  your  time.  The  dif- 
ferent points  press  upon  me  relating  to  this  subject,  but  uey  are  wholly  in  a 
crude  state — not  arranged  in  any  form  for  speaking  upon  any  particular  *topic. 
Of  ID  reference  to  any  particular  question.  I  can  only  say  that  you  have  my 
best  wishes  for  the  result  of  your  deliberations,  such  as  I  have  no  doubt  you 
will  arrive  at,  in  the  main,  u[)on  the  various  questions  which  will  be  submitted 
to  yoa ;  and  that,  if  it  is  possible  for  me  to  render  you  any  aid  or  assistance  in 
.  any  way,  I  shall  be  very  happy  to  do  it  in  the  course  of  your  session.  Of 
coarse,  my  peculiar  duties — my  special  duties — at  the  present  time  are  in  r  ela- 
tion to  one  company,  and  those  must  be  controlling.  And  it  is  hardly  worth 
while  for  me,  or  perhaps  highly  desirable,  that  I  should  reeularly  participate  in 
your  deliberations.  Tnanking  you  for  the  honor  conferred  upon  me,  I  am  very 
moch  obliged  for  the  attentive  hearing  which  you  have  given  me,  and  will  have 
the  pleasore  of  visiting  your  meetings  as  frequently  as  is  consistent  with  my 
other  duties.    (Applause.) 

I  need  not  say  that  I  snail  look  with  pride  and  pleasure  upon  the  success  of 
any  insorance  superintendent  of  this,  or  any  other  state,  and  of  any  insurance 
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companies — fire,  marine,  life,  acddent,  or  any  other — ^in  their  future  career 
and  future  progress.  I  feel  that  in  all  these  interests  we  ought  to  strive 
towards  greater  solidibr  and  entire  soundness  in  our  institutions,  and  that  in  the 
fire,  in  the  marine,  and  in  the  life  departments,  it  may  be  ^rth  while  for  us  all 
to  consider  the  exjpediency  and  the  propriety,  in  addition  to  all  the  debits  which 
may  be  regularly  put  into  companies'  statements  on  the  side  of  liabilities,  that 
the  companies  aaopt  the  form,  pursued  with  great  success  in  Great  Britain  by 
companies  like  the  North  British  and  others,  of  creating  an  extraordi- 
nary surplus  reserve  to  meet  contingencies,  in  addition  to  the  ordi- 
nary surplus  that  is  divisible,  that  ^all  not  be  divided  at  all.  Our  country 
is  growing.  We  are  getting  to  be  an  immense  nation — the  greatest 
nation  on  earth,  and  powerful — attracting  the  notice  of  the  whole  world.  How 
are  the  insurance  compnanies  going  to  maintain  their  status,  their  growth  and 
their  position  in  the  United  States  and  throughout  the  world,  except  by  increasing 
strength — increasing  solidity?  How  are  you  going  to  get  tnis  increase  of 
strength  except  by  having  a  permanently  undivided  surplus  ?  You  cannot  do 
it.  Your  real  estate  is  rising.  The  wealth  of  the  country  is  increasing.  Mea 
will  insure  their  lives  for  larger  amounts  in  the  future  as  our  country  grows. 
And  how  are  we  going  to  meet  these  complications  except  by  presenting  arrays 
of  figures  and  of  solid  assets  in  all  these  departments  ?  We  can  do  it  in  no 
other  way.  I  have  seen  fire  companies  managed  with  the  most  perfect  economy 
and  with  the  greatest  skill,  whose  history  for  twenty  years  has  been  that  of 
entire  finandal  success,  who  have  divided  all  of  their  profits,  and  distributed 
them  to  their  stockholders,  with  the  same  i^nount  of  capital  that  they  had  50 
or  75  years  ago,  and  with  perfect  management,  decline  simply  because  they 
are  not  gro^ring  in  strength.  If  you  skin  down  your  assets  all  the  time,  you 
have  no  reserve  to  trade  upon  all  over  the  country ;  when  we  accumulate  these 
extraordinary  surplus  reserves  all  over  the  country,  then  we  shall  maintain  our 
status  with  the  public  I  am  fi-ee  to  say,  firom  the  connection  that  I  have 
had  with  them,  tnat  no  institutions  or  corporations  in  the  world  are  managed 
in  the  main  with  as  much  fidelity  and  as  much  honesty  smd  as  much  regard  for 
the  public  interests  as  the  insurance  companies.  In  no  other  way  can  we,  how- 
ever, retain  the  rank  and  the  status  which  we  even  now  hold  at  the  present 
time,  except  by  the  adoption  of  this  process. 

I  beg  pardon,  gentlemen,  for  consuming  still  further  time,  but  I  have  been 
so  impressed  with  this  idea  that  I  have  desired,  on  some  occasion,  to  express  it 
and  express  it  in  an  emphatic  manner,  as  an  absolute  necessity  to  the  object 
which  we  have  in  wishing  our  insurance  companies,  in  their  various  depart- 
ments, to  maintain  this  l^iding  rank  as  well  managed  corporations  throughout 
the  United  States. 

Mr.  President,  if  you  will  excuse  me  a  few  moments  further — during  the 
last  two  or  three  months  I  have  had  the  privilege — although  in  a  position  not 
exactly  fitted  for  travel — to  visit  some  ten  or  fifteen  states  m  the  union,  and  I 
have  never  been  so  impressed  with  the  great  future  of  this  country  as  I  have  been 
in  those  visits.  You,  gentlemen,  fire  underwriters  and  others,  who  have  visited 
these  different  states,  have  seen  these  things  heretofore.  I  think  the  future 
interests  of  this  country, and  the  future  growth  of  this  union  are  illimitable;  so 
with  the  corporations  and  the  various  mterests.  What  we  want  is  the  most 
skilled  and  the  most  educated,  the  best  and  the  most  reliable  persons  that  we 
can  get  in  charge  of  these  various  interests ;  and  vnth  these,  the  growth  of  the 
insurance  companies  of  the  United  States  of  America  will  out-ramc,  as  they  do 
even  at  the  present  time,  those  of  any  other  country  on  the  globe.    (Applause.) 

Mr.  Skeels — I  am  prompted  by  some  of  the  remarks  of  Mr.  Barnes,  in  the 
early  part  of  his  address,  to  suggest  something  of  an  historical  nature  in  addi- 
tion to  what  he  has  already  said.  My  connection  with  thr  system  of  state 
supervision  commenced  under  the  old  system  in  the  comptroller's 
office,  and  my  earliest  recollections  are  of  overhauling  the  reports  made 
by  Mr.  Barnes  of  his  examination  of  the  Henry  Clay,  the  Wall  Street,  the 
Webster,  the  Consolidated,  and  a  number  of  other  insurance  companies ;  it  was. 
shown  that  the  investments  of  these  companies,  in  many  cases,  were  of  mort 
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^ees  on  real  esUte,  something  like  half  a  mile  out  in  the  harbor  of  New- York, 
'u^^r  water, — lands  totally  valueless.    In  one  case,  it  was  sho^in  that  a  com- 
VttDj  reported  a  capital  of  $150,000,  and  it  appeared  that  the  monej  had  been 
loaned  from  a  broker  for  three  days,  for  which  was  paid  $1,000  a  day,  which 
funds  were  exhibited  and  sworn  to  be  the  property  ot  the  company,  and  upon 
such  evidence  the  charter  was  obtained.    Such  were  the  character  of  some  of- 
the  corporations  vrith  which  we  had  to  deal,  and  my  mind  was  very  mudi  im- 
pressed with  the  necessity  of  a  more  thorough  supervision  of  the  insurance 
interest.  ^  In  pursuance  of  these  views.  I  visitd  New- York,  after  retiring  from 
the  position  I  had  held,  and  introduced  the  subject  of  an  insurance  department 
tD  two  of  these  gentlemen  whom  Mr.  Barnes  has  named,  Mr.  Stansbury  and 
Mr.  Hoxie,  for  laying  out  an  insurance  department  and  getting  a  law  passed. 
The  underwriting  mind  in  New- York  was  then  fortunately  ripe  for  such  a  sug- 
gestion.    It  was  agreed  upon,  and  in  less  than  three  days,  the  draft  which  I 
made  for  the  proposed  insurance  department  law,  was  approved  by  the  com- 
mittee of  the  Board  of  Underwriters,  Messrs.  Hope,  Stansbury  and  Hoxie, 
and  armed  with  letters  of  introduction  to  senators  and  members  of  tne  legislature, 
I  went  to  Albany  and  started  the  bill  upon  its  passage.    The  law  was  passed 
after  something  of  a  struggle.    When  it  had  reached  that  stage,  in  the  course  of 
legislation,  which  rende^  its  passage  certain,  the  question  was  first  broached 
as  to  who  should  be  superintendent.     I  never  shall  forget  the  words  of  Mr. 
Stansbury  addressed  to  Mr.  Hode  and  myself,  "Gentlemen,"  he  said,  "we 
want  a  man  who  can  put  the  knife  in  up  to  the  hilt  and  turn  it  round  until  it 
has  disemboweled  the  rotten  corporations  which  has  so  long  disgraced  our 
business;  that  man  is  William  Barnes."    How  well  that  opinion  was  founded 
is  borne  out  by  the  fact,  that  hardly  any  other  name  was  mentioned  for  the 
position ;  and  how  well  Mr.  Barnes  filled  it,  the  fifteen  or  twenty  volumes  of 
reports  which  he  issued  bear  ample  testimony. 

The  Question  op  Adjournment. 

Mr.  Cauldwell  moved,  that  when  the  convention  adjourn,  it  be  to  meet,  in 
executive  session,  at  the  Fifth  Avenue  Hotel,  at  3  o'clock.     Carried. 

Mr.  Row  moved,  that  the  various  committees  to  whom  subjects  have  been 
referred,  be  requested  to  report  the  same  to  the  convention  to-morrow ;  and  that 
this  convention  adjourn  on  Thursday,  June  1st,  to  meet  in  New  York  dty  on 
the  third  Wednesday  of  October  next,  to  complete  the  work  for  whicn  it 
assembled. 

Mr.  Atchison  moved  to  lay  00  the  table,  for  the  reason  that,  till  the  com- 
mittees reported,  it  was  p«^inature  10  pass  such  a  resolution.     Carried. 

Assets  and  Investments. 

Mr.  Pains  gave  notice,  that  when  the  report  (from  the  committee  on  assets 
and  investments)  presented  by  him  on  Saturday  came  up  for  consideration,  he 
would  move  to  amend  it  as  follows  : 

Premiums  payable  in 'future  services  to  be  rendered,  or  in  any  special  manner 
other  than  money,  are  only  disbursements  made  in  advance,  and  are  not  to  be 
accounted  as  assets, 

Mr.  Paine  moved.  That  the  practice  of  reporting  items  of  assets,  liabilities, 

'income,  or  expenditures,  under  designations  or  in  classes,  or  in  any  manner 

not  expressive  of  their  true  nature,  is  an  evasion  that  tends  to  weaken  the 

confidence  of  the  departments  in  the  correctness  and  integrity  of  the  whole 

*  report,  and  when  found  intentional^  justly  exposes  the  company  to  suspicion. 

Referred  to  the  committee  on  blanks. 

Mr.  Painb  also  moved,  that  reciprocal  or  retaliatory  laws  were  sinful  in  their 
inception,  injurious  in  their  operation,  and  in  their  nature  violative  of  the 
plainest  principles  of  interstate  amity,  and  in  the  opinion  ot  this  convention, 
should  cease  to  exist 

Referred  to  the  committee  on  miscellaneous  subjects. 

Mr.  PiLLSBURY  moved,  that  Mr.  N.  D.  Morgan  be  heard  on  a  particular 
point  at  this  time.     Carried. 
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Mr.  Morgan^  referring  to  the  report  of  the  committee  on  assets  and  in 
vestments,  spoke  as  follows : 

Address  of  N.  D.  Morgan. 
Mr.  Chairmak  and  Gentlemen  op  the  Convention  : 

I  wish  to  detain  the  proceedings  of  this  convention  upon  one  point 
onlji  namely,  so  much  as  may  be  under  consideration  bj^  your  com- 
mittee on  assets.  To  make  my  point  clear,  I  must  begin  with  the  rules 
and  assumptions  which  form  the  ground  upon  which  is  built  the  rates 
of  premium  used  in  the  transaction  of  the  operations  of  a  company.  I 
shall  press  no  new  principle,  for  what  I  shall  say  is  based  upon  practices 
as  old  as  is  life  insurance  itself.  What  I  have  to  say  to-day  was  said  six 
^ears  ago,  in  a  letter  to  the  Hon.  Mr.  Barnes,  superintendent  of  the 
insurance  department  of  New  York,  from  which  I  now  read.  Mr. 
Barnes,  in  his  report  for  1865,  used  these  words : 

"Valuations  for  governmental  purposes  will,  however,  ultimately 
have  to  be  made  upon  the  actual  premiums  receivable  by  the  ditfiirent 
companies,  deducting  an  allowance  for  loading,  as  may  be  provided  by 
law." 

Life  insurance  is  a  theme  that  should  be  approached  and  handled 
reverently  and  discreetly,  and,  I  would  add,  with  a  fear  of  God,  for  it  is 
little  less  than  holy  ground ;  hence,  carelessness  and  ignori^nce,  empir- 
icism and  charlatanry,  should  be  excluded  from  its  high  places. 

Now,  whjr  should  valuations  for  "  governmental  purposes  "  be  made 
upon  principles  difTering  from  those  used  in  valuing  for  purposes  other 
than  for  the  government?  For  what  purpose  are  these  "valuations" 
made  ?  Are  they  not  made  for  the  same  purpose  that  a  merchant  takes 
an  "  account  of  stock,"  that  he  may  ascertain  his  profit  or  loss,  or  as 
your  report  terms  it,  his  "  status?"  And  what  is  the  rule  adopted  by  the 
merchant?  Does  he  not  inventory  his  stock  at  its  cost  price,  or,  if 
depreciated  or  otherwise,  at  its  then  cash  value?  And  his  debts,  are 
they  not  set  down  at  their  full  extent?  So  with  the  valuntion  of  the 
liabilities  and  assets  of  a  life  insurance  company. 

When  a  life  insurance  companv  is  organized  (if  properly  done),  a 
**  rule  of  cost"  is  adopted,  ancl  all  its  liabilities  are  measured  by  this 
rule,  not  only  when  the  liability  is  incurred,  but  in  every  stage  of  its 
progress,  until  culminating  in  its  maturity,  either  at  the  death  of  the 
persons  insured,  if  the  obligation  be  a  policy  of  life  insurance ;  or  at  the 
time  of  attaining  a  certain  specified  age,  if  the  obligation  be  an  endow- 
ment policy;  or  from  year  to  year,  if  the  obligation  be  an  annuity;  or 
in  whatever  form  the  liability  may  be  assumed. 

The  merchant  who  buys  cloth,  measured  by  a  yard  containing  thirty- 
six  inches,  and  at  the  end  of  the  year  takes  an  "  account  of  stock,"  using 
a  yard  containing  but  thirty-four  inches  of  equal  length,  may  show  on 
paper  a  very  prosperous  condition.  But  none  will  contend  that  the  plan 
of"  valuation  "  is  proper  or  safe.  And  yet  in  life  insurance,  wiseacres 
have  been  found  (outside  of  the  active  life  of  the  profession,  I  am  happy 
to  know),  who  would  adopt  the  cloth  drapers'  system  of  measuration. 

A  vast  amount  of  twaddle  is  indulged  m  hy  writers  about  "  net "  and 
"gross,"  "loaded"  and  "unloaded"  premiums,  etc.  Now,  what  is 
"  net "  premium  and  "  gross "  premium? 

If  money  was  not  capable  of  earning  interest,  the  net  premium  would 
be  the  sum  insured  on  a  single  payment,  or,  if  in  annual  payments,  a 
sum  equal  to  the  annual  demand  of  death  among  a  number  sufficiently 
large  to  secure  an  uniform  mortality.  But  as  money  is  capable  of  earn- 
ing interest,  it  is  evident  that  a  sum  somewhat  smaller  than  the  one 
indicated  will  suffice  to  meet  the  demands  as  they  occur  in  the  same 
community.     Interest,  however,  is  a  fluctuating  element  in  our  calcu la- 
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^ons,  and  can  only  be  guessed  at  In  an  old  country,  like  England, 
the  rate  of  interest  on  permanent  investment  is  much  below  that  of  this 
newer  and  less  developed  country.  In  adopting  a  rate  of  interest  for  the 
purpose  of  adjusting  the  scale  of  premiums  for  a  life  insurance  company, 
whoss  operations  and  investments  are  to  be  confined  to  the  United 
Statea,  great  care  should  be  taken  to  avoid  too  high  an  assumption  of 
the  capabilities  of  money  to  earn  interest 

In  fixing  the  tables  of  rates  at  which  a  Life  insurance  company  wilt 
grant  policies  of  insurance,  several  elements  are  introduced  into  the 
problem.     They  are  as  follows : 

I.  The  rate  of  mortality  assumed  as  that  which  will  be  likely  to  obtain 
throughout  the  territory  occupied  by  the  members  of  the  company. 

3.  The  rate  of  interest  at  which  the  funds  of  the  company  may  be  con* 
stantly  invested. 

3.  The  cost  or  expense  of  conducting  the  operations  or  business  of  the 
company;  and 

4.  An  element  wholly  contingent  and  uncontrollable,  admitted  for  the 
purpose  of  safety,  to  provide  for  loss  in  investments,  excessive  mor- 
tality,  etc 

The  first  element  being  fixed  as  inexorable,  we  are  ready  to  adopt  the 
second ;  and  it  is  evident  that  if  such  a  rate  of  interest  shall  be  fixed 
upon  as  shall  be  muck  below  that  which  will  obtain,  a  large  surplus  fund 
will  be  realized,  removing  the  necessity  for  the  introduction  into  the  pro- 
blem of  the  elements  3  and  4.  The  result  would  be  what  is  usually 
termed  the  net  premium,  and  the  introduction  of  ^  and  4  would  be  the 
*'  loading,"  converting  the  result  into  a  gross  premium. 

In  the  arithmetical  operation  of  solving  the  problem  of  "  what  is  the 
proper  annual  premium  for  a  policy  of  insurance,*'  the  '^  present  value  " 
of  the  proposed  policy  or  obligation  is  usually  first  obtained.  This 
value  must  necessarily  include  the  rate  of  interest  obtainable,  and  the 
elements  3  and  4.  The  present  value  is  then  divisable  (for  the  purpose 
of  ascertaining  the  *^  annual  premium  **)  b^  the  annuity  at  the  given 
age,  increased  by  unij^.  The  quotient  in  this  operation  is  the  **  actual 
annual  premium."  For  the  information  of  those  who  may  not  be  con- 
versant with  the  doctrine  or  practice  of  annuities,  and  to  make  more 
clear  your  illustration  of  the  mode  of  valuation  given  on  page  108  of 
your  printed  report,  I  would  remark  that  the  annuity  divisor  above  given 
IS  increased  by  unity  (i),  because  an  annual  premium  for  a  life  insur- 
ance policy  is  always  payable  at  the  beginning  of  the  year  instead  of  at 
the  end  of  the  year,  as  in  an  annuity.  An  annuity,  payable  by  a  life 
insurance  or  annuity  company,  is  always  a  pure  contingency,  resting 
upon  the  probability  that  the  life  will  continue  for  one,  two,  three  or 
more  years.  The  annuity  or  premium  payable  by  the  assured  to  a  life 
insurance  is  based  upon  and  is  the  value  of  a  like  contingency,  augmented 
by  the  certainty  of  one  payment,  and  which  one  payment  is  represented 
by  unity  added  to  the  annuity  divisor. 

Having  thus  adopted  a  ^'  rule  of  cost "  for  measuring  the  liabilities 
and  assets  of  a  life  insurance  company,  and  which  rule  includes  the  ele- 
nients  three  and  four,  it  is  proper  to  state  what  proportion  of  the  ascer- 
tained cost  is  represented  by  those  elements. 

If  the  Carlisle  tables  of  decrement  of  human  life  be  selected,  and  the 
rate  of  interest  four  per  centy  in  order  to  fix  the  rates  of  premium  at 
about  what  usually  is  charged  in  the  United  States  by  companies  in  good 
standing,  we  must  add  to  what  is  usually  called  the  net  premium  a 
loading  of  thirty-three  and  one-third  per  cent  By  adopting  an  uniform 
rate  of  loading  throughout  all  the  aees  usually  insurable,  you  will  not 
fail  to  remark  that  the  older  ages  will  oay  a  much  larger  proportion  of 
contingent  charge  than  those  whose  ages  are  younger.     Indeed,  so  great 
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is  the  disproportion  that  the  rule  becomes  an  absurdity  long  before  the 
extreme  aj^e  stated  in  the  Carlfele  table  is  reached.  An  examination  of 
the  followmg  figures  will  serve  to  illustrate  my  meaning.  The  figures 
in  the  first  column  are  the  ages  of  the  persons  whose  lives  are  insured, 
each  for  $i,ooo;  the  figures  in  the  second  column  represent  the  value  of 
an  assurance  of  $i,ooo,  Carlisle  mortality  and  four  per  cent  interest  of 
money ;  the  figures  in  the  third  column  represent  the  amount  of  contingent 
loading  at  33.3  per  cent;  and  the  fourth,  the  actual  single  premiumfor  an 
assurance  of  $1,000,  being  the  sum  of  the  second  and  third  columns : 

20 $255-12 +  $85. 1 1  =  $340.43 

7.18 


25 282.3Q+  94-20=     377- 

30 313-38+ 104.40  =     417-84 

35 344-57  +  "4-86  =     459.43 

40 381.78  +  127.26=     500.04 

45 419.05+139-68  =     548.73 

50 466.58  +  155.52  =     622.10 

55 526.94  +  142.31  =     669.25 

60 .* 589.87  +  196.62=     796*40 

65 642.03  +  214.01  =     856.04 

*     70 •  •• 703.49+234-49=     937-98 

75 760.04+25334  =  1,013.38 

80 800.66  +  266.88=1,067.54 

By  this  it  will  be  observed  that  the  value  of  the  assurance  at  the  age 
of  20  is  $340.43;  at  40,  $509.04;  at  60,  $786.49;  at  75»$i»oi3.38,  the  latter 
$13.38  more  than  the  sum  of  the  assurance !     If  we  carry  our  illustration 
up  to  the  extreme  age  of  103  years,  we  find  that  the  net  value  of  the 
actual  single  premium  is  $949.21,  to  which,  if  we  add  the  uniform  rate 
of  loading,  $316.40,  we  have  a  single  premium  of  $1,265.61,  being $265.61 
more  than  the  sum  insured !    The  error,  therefore,  is  in  adopting  an  uni- 
form rate  of  loading  in  constructing  a  table  of  rates  for  insurance  for  the 
whole  term  of  life.    But  inasmuch  as  the  rule  of  uniformity  has  been 
adopted,  and  incorporated  into  the  organic  formula  for  computing  the 
ns,  it  is  proper  that  in  all  subsequent  valuations  the  same  rule 
be  applied,  however  absurd  may  be  the  mathematical  result, 
ch  as  tne  disturbance  of  harmonies  is  on  the  side  of  safety, 
brings  us  to  a  consideration  of  the  term   "  re-insurance  "  or 
e  fund."    Re-insurance  or  reserve  fund  is  that  sum  of  money 
i  to  enable  one  life  insurance  company  to  re-insure  all  its  obliga- 
another  life  insurance  company  of  equal  responsibility,  charging 
e  rates  for  insurance  of  similar  risks. 

le  purpose  of  ascertaining  what  that  sum  is,  are  the  valuations  of 
ilities  and  assets  of  a  life  insurance  compan^r  periodically  made. 
I  foregoing  I  have  endeavored  to  show  what  is  the  proper  **  rule 
*  wherewith  to  measure  the  extent  of  the  obligations  of  a  life 
ce  company.  The  elements  composing  this  rule  are :  i.  The  rate 
ality.  2.  The  rate  of  interest.  3  and  4.  Cost  of  transacting  the 
B  and  for  contingencies, 
hibit  should  be  in  form  as  follows : 
debtor  side  of  the  account,  I  would  place  what  may  be  teamed  the 

Liabilities. 
value  of  the  policy  liabilities  of  the  company,  say      $10,000,000 

iding33Jper  cent $3'333.333 

nmuted  commissions $333»333  • 

es  to  Agents  on  business  done,    10,000.      343?333  2,990,000 

laims 100,000 

ebts 10.000     •        110.000 

$13,100,000 
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On  the  other  side  of  the  account  should  be  placed  what  I  would  term 
"  resottrces,**  in  place  of  the  word  atteU.  Assets  arc  of  two  kinds- 
actual  and  contingent— both,  valuable,  both  occupying  their  proper 
place  and  performing  their  appropriate  functions. 

R&soimcss: 

Present  Taloe  of  luttife  prettiiums .*•    $x3t000|CXX> 

U.  S.  Stocks $1,000,000 

BMkdsand  Mor^ges 5<»}<^^ 

Cash  in  Bank 50,000 

Ag^M's  accounts 300,000 

Deferred  premium^ $200,000 

Less  10  per  cent • 20,000      x8b,odo 

Accrued  interest 50,000         2,060,000 

$14,080,000 
Surplus $980,000 

BjT  this  sjstem  of  valuation  and  exhibit,  vou  never  lose  sight  of  the 
future  expenses,  but  always  i>rovide  for  them  in  the  exact  measure  of  the 
original  assumption.  By  this  plan  of  statement,  is  eliminated  from  the 
assets  everjr  item  of  a  doubtful  character,  all  that  is  on  that  side  of  ihe 
account  being  easily  shown  to  be  what  is  claimed  for  it. 

These  form  the  value  of  the  company's  liabilities,  or  the  debtor  side 
of  the  account. 

For  the  other  side  of  the  account  we  have,  among  other,  the  following 
items: 

I.  The  actual  premiums  promised  to  be  paid  to  the  company,  a.  All 
other  coHtingent  income. 

The  difference  between  the  two  sides  of  the  account  is  the  sum  neces- 
sary to  reserve  as  a  re-insurance  fund.  If  the  company  are  in  possession 
of  funds  in  excess  of  this  difference,  the  excess  is  surplus.  And  if  the^ 
fall  short  of  this  difference,  then  is  the  company  in  an  unsound  condi- 
tion, measuring  its  soundness  by  its  awn  rule. 

To  exhibit  the  operation  of  the  rule  here  set  forth,  we  start  with  the 
proposition  of  the  forty-first  page  of  your  report,  viz. :  ^^  At  any  given 
age  the  net  f  resent  value  of  the  future  premiums  is  eatactly  equa  I  to  the 
present  value  of  the  sum  insured" — with  this  amendment :  *•*  At  any 
given  age  the  present  value  of  the  future  premiums  is  euactly  equal  to 
the  present  value  of  the  sum  insured^  and  all  the  contingent  liability  of 
the  company  growing  out  of  a  policy  issued  at  such  given  age." 

It  has  been  shown  in  the  table  above  that  the  net  single  premium  at 
the  age  of  20,  Carlisle,  4  p^  cent,  is  $255.32  per  one  thousand  dollars. 
That  a  loading  of  33^  per  cent  amounts  to  $85.11,  making  the  value  of 
the  liability  $340.43,  or  the  single  actual  premium.  By  dividing  this 
single  actual  premium  by  the  value  of  an  annuity  at  the  age  of  20, 
increased  by  unity  (for  reasons  heretofore  given)  (18.361  +  1  =  19,361), 
we  find  a  quotient  $17.58  the  actual  annual  premium,  the  present  value 
of  which  is  lust  the  same  as  the  value  of  the  liability.  This,  then,  is  the 
initial  epoch  of  the  policy  and  its  attendant  liability.  From  this  point 
do  the  two  values  take  their  departure,  marking  two  sides  of  a  triangle, 
and  both  leaving  a  meridian  line  at  exactly  equal  angles — and  as  better 
described  in  Jones,  p.  1093;  **  As  the  number  of  years  increases  from 
the  original  date  of  the  policy,  the  present  value  of  the  sum  insured  will 
increase,  and  that  of  the  future  premiums  will  decrease.  In  no  case, 
tiierefore,  will  this  mode  of  valuing  cause  the  present  value  of  the  future 
premiums  to  appear  to  be  greater  than  that  of  the  sum  assured." 

Again :  referring  to  the  above  table,  we  find  that  the  value  of  the 
assurance  at  25  is  $377.18,  and  by  the  same  process  as  before  we  learn 
that  the  value  of  the  future  premiums  is  $327.76,  showing  an  augmenta- 


Digitized  by 


Google 


.       «4 

tion  in  the  value  of  the  liability  of  $36.75,  and  a  decrease  in  the  value- 
of  the  future  premiums  of  $12.67,  i^^  ^^^  $49>42)  equal  to  the  difference 
between  the  value  of  the  assurance  ($377.18;  at  the  increased  age,  and 
the  value  of  the  future  premiums  ($327.76)  at  the  advanced  age,  and  the 
exact  measure  of  the  reserve,  when  tested  by  the  "  rule  of  cost," 
adopted.  Now  allow  me  to  make  the  same  valuation  upon  what  is 
termed  the  net  plan,  and  mark  the  result. 

The  value  of  the  assurance  at  the  initial  of  the  policy  has  been  stated 
at  $340.43;  the  actual  premium  $17.58,  equal  to  the  value  of  the  assur- 
ance. But  these  are  the  gro$s  values.  The  net  value  of  the  assurance 
was  stated  in  the  tables  to  be  $25^.32.  The  gross  value  of  the  premiums, 
as  before  stated,  was  $340.4^;  this  includes  the  loading  of  33^  per  cent 
of  the  net  premium,  the  equivalent  of  which,  in  the  deduction  from  the 
gross  amount  (25  per  cent),  is  $85.11,  leaving  the  value  of  the  future 
premiums  ^*  exactly  equal  to  the  present  value  of  the  sum  assured.*' 
We  now  proceed  to  value  the  same  policy  at  the  increased  age  of  25 
years.  By  the  preceding  table  we  find  the  net  value  to  be  $282.89,  and 
the  gross  value  of  the  annual  actual  premium  to  be  $327.76,  from  which 
deduct  the  equivalent  loading  (25  per  cent)  $81.94,  leaves  as  the  net 
value  of  the  future  premiums  on  the  policy  $245.82,  the  difference 
between  the  net  value  of  the  future  premiums  and  the  net  value  of  the 
assurance  being  $37.07,  instead  of  $49.42,  produced  by  the  former  pro- 
cess. In  fact,  calling  Tor  a  reserve  or  re-insurance  fund  of  $12.35  less 
than  that  demanded  by  what  I  claim  to  be  the  proper  mode  of 
valuation.  Now  this  $12.35  is  precisely  what  is  needed  to  meet  the 
expenses  incident  to  that  policy  for  the  year — the  net  premium  or  net 
value  being  $37.07  to  which,  if  we  add  the  necessary  loading  to  provide 
for  expenses  at  33^  per  cent=$i2.35,  being  just  equal  to  the  difference 
found. 

Let  me  illustrate  the  operation  of  your  rule  on  a  policy  just  issued  at 
the  age  of  25.  The  value  of  the  assurance  at  the  moment  of  issue  is  net 
$282.8^;  the  actual  annual  premium  is  $20.23;  the  present  value  of 
which  is  $356.94,  the  instant  after  the  payment  of  the  first  annual  pre- 
mium. From  this  *'  gross  "  value  of  the  annual  premium  (ascertained 
by  multiplying  the  premium  by  the  value  of  ^^  annuity  unity, **  without  the 
increase  of  i,  for  the  reason  that  the  first  payment  to  be  made  will  be  a 
year  hence,  the  initial  premium  having  been  paid  a  moment  before), 
deduct  25  per  cent  as  equivalent  to  the  loading,  and  we  have  for  the  net 
value  of  the  futurt  premiums  $267.71.  Subtracting  this  sum  from  the 
net  value  of  the  policy,  $282.89,  we  have  for  a  difference  $15.18,  the  sum 
under  this  rule  necessary  to  reserve  on  a  policy  just  issued,  and  for 
which  the  company  demanded  a  payment  of  $20.23.  Or,  in  other 
words,  showing  a  clear  gain  by  the  company  during  one  instant  of  time 
of  $5*05  on  the  new  policy,  or  the  sum  whicSi  should  be  held  to  provide 
for  expenses,  etc. 

That  a  company  would  be  safe  in  reserving  but  the  smaller  sum  I  will 
not  stop  to  inquire.  I  believe  it  would  for  the  reasons  given  touch- 
ing the  uniform  scale  of  loading  adopted  by  most  companies.  But 
inasmuch  as  a  measure  of  cost  has  been  fixed,  I  would  adhere  to  that 
test  as  the  most  consistent,  and  as  being  attended  with  no  doubts 
whatever. 

I  conceive,-  Mr.  Superintendent,  that  in  your  report  you  have  uninten- 
tionally, of  course,  impeached  or  underrated  the  capabilities  of  the 
officers  and  managers  of  our  life  insurance  companies  in  relation  to  a. 
most  vital  point,  and  that  it  is  due  to  them  that  me  public  shall  not  be 
misled  by  any  statements  or  empirical  suggestions  from  any  quarter 
whatever.  Your  rule  of  valuation  does  not  demand  so  large  a  reserve 
as  the  rule  I  would  and  do  offer,  and  therefore  it  cannot  be  said  that  I 
have  a  special  grievance  to  redress.    My  motive  in  thus  addressing  you. 
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lias  a  far  more  extended  objectf  as  broad  and  comprehensive  as  are  the 

blessings  'which  follow  in  the  train  of  a  wise  and  extended  adoption  of 

the  practice  of  life  insurance.     If  the  state,  or,  what  is  better  for  this 

purpose,   the   national  government,  is  to  legislate  on  the  (question  of  a 

test  as  to  the  solvencjof  our  life  insurance  companies,  I  might  i>ugge8t 

that  a  commission  be  created  to  investigate  the  vital   statistics  of  the 

country  in  which  the  business  of  the  companies  is  to  be  transacted,  and 

fix  upon  a  rate  of  interest,  to  which  the  calculations  for  premiums 

should  be  adjusted,  with  such  a  measure  of  contingent  loading  as  would 

be  deemed  sufficient  to  meet  expenses  and  other  incidental  charges. 

This  would  be  alt  that  should  be  required.     Applying  this  rule  of  cost 

to  the  business  of  every  company  at  annual  or  other  periodical  seasons, 

a  certain  test  would  be  always  at  hand,  and  the  public  would  then,  in 

the  reports  of  the  bureau  (which  I  would  have  at  the  seat  of  the  natior.al 

government),   have   a  sure  guide  as  to  where  they  could  secure   the 

advantages  of  life  insurance. 

The  reasons  why  I  would  prefer  a  national  bureau  to  the  present  state 
supervision,  are  patent  to  every  officer  of  our  present  companies. 

Life  insurance,  to  be  successful,  should  not  be  confined  to  one  locality. 
The  business  of  a  company  should  be  extended  over  as  great  an  extent 
of  territory  as  possible,  in  order  to  equalize,  as  far  as  may  be,  the  rate 
of  mortality  among  its  members  in  seasons  of  epidemics.  A  company 
doing  an  extended  business  in  the  city  of  New  York,  and  in  all  the  large 
cities  of  the  United  States,  would  hardly  be  affected  in  case  of  a  plague 
raging  in  one  of  those  cities,  while  the  others  are  exempt;  the  income 
from  the  exempt  district  compensating  for  any  excessive  claims  from  the 
infected  one.  It  is  therefore  important  that  the  largest  liberty  to  trans- 
act business  throughout  the  whole  country  should  be  accorded  to  our 
life  insurance  companies. 

Under  the  present  system  of  state  legislation  it  is  very  difficult  for  our 
companies  to  so  extend  their  business.  Restriction  after  restriction  is 
thrown  up  against  the  work  of  the  insurance  agent  throughout  the 
length  and  breadth  of  the  land,  as  though  the  business  involved  some 
terrible  harm  to  the  public,  instead  of  the  life-giving  stream  of  joy  and 
gladness  that  it  is  to  the  widow  and  the  orphan.  This,  to  enable  the 
-work  to  ffo  on  as  it  should,  and  would  were  matters  different,  should  be 
remedied  by  the  creation  by  Congress  of  an  insurance  bureau,  to  which 
«very  company  in  the  country  should  report,  to  enable  it  to  transact 
business  outside  of  the  state  where  located.  The  filing  of  such  report 
urith  such  deposits  in  the  bureau,  as  is  now  demanded  by  our  own  state 
laws,  and  with  satisfactory  evidence  of  solvency  as  the  laws  of  Congress 
might  demand,  should  secure  to  such  reporting  companies  certificates 
of  authority  to  transact  business  within  any  state  of  the  Union,  without 
regard  to  any  state  or  municipal  laws  whatever. 

You,  Mr.  Superintendent,  are  an  earnest  advocate  of  the  extension  of 
the  system  of  life  insurance,  and  I  look  to  you  for  important  aid  in 
nationalizing  this  great  and  rapidly  growing  interest. 

Mr.  Presi&nt,  I  would  beg  to  remark  that,  so  much  of  the  letter  read, 
relating  to  a  national  bureau,  is  not  meant  to  express  views  inimical  to 
this  convention.  The  letter  was  written  when  we  had  some  hope  of 
such  a  thing.  The  coming  together  of  the  members  of  this  convention 
for  a  work  such  as  has  been  mapped  out  by  yourselves,  affords  much 
encouragement  that  ere  long,  we  shall  be  relieved  from  the  difficulties 
and  burdens  under  which  insurance  now  suffers. 

I  thank  you,  Mr.  President,  and  you,  gentlemen,  for  the  patience  with 
which  you  have  heard  me. 

The  convention  adjourned  at  1.30  P.  M.,  to  meet  at  9  A.  M.  the  follow- 
ing day. 
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New  York,  May  30,  1871. 

sonvention  convened  at  ^  A.  M.,  at  the  Fifth  Avenue  hotel. 

^AiLES—I  have  a  resolution  which  I  desire  to  offer.    In  offering 

not  intend  that  it  shall  apply  to  committees  at  all : 

\v€d—1\\9X  the  sessions  of  this  convention  held  at  our  rooms  at 

th  Avenue  hotel  are  for  the  purpose  of  discussions  between  the 

x%^  and  that  we  do  not  deem  it  proper  to  listen,  while  here  in  ses- 

>  persons  not  members  of  this  convention. 

ANaLES  added :  Our  friends  of  the  insurance  companies  have  been 

11  the  rooms  on  Broadway,  and  our  time  has  been  entirely  taken  up 

»rts  and  listening  to  addresses  from  different  individuals,  which  I 

cased  to  listen  to.    But  I  think  while  we  are  here  we  should 

our  time  entirely  to  business. 

notion  if  as  put  on  the  adoption  of  the  resolution  and  carried. 

The  Question  op  Adjournment. 
low  called  up  the  resolution  in  reference  to  adjournment  and 
believe  we  ought  to  adjourn  on  Thursday  until  the  third  Wed- 
in  October.  On  looking  at  a  calendar,  I  find  that  the  third 
sday  of  October  falls  on  the  23d  of  the  month.  That  is  too  late, 
rinff  the  resolution,  I  thought  I  was  getting  it  about  the  fifteenth — I 
^d  it  was  about  the  middle  of  the  month — so  that  we  would  have  the 
\  of  the  month  for  considering  these  things  and  be  home  at  the 
ing  of  November.  During  November,  our  blanks  could  be  printed 
ready  for  distribution  by  the  first  of  December.  That  was  the 
m,  but  it  cannot  be  done.  Our  secretary  has  informed  me  it  will 
ree  days  to  write  up  the  minutes  of  yesterday,  alone-  If  it  will 
ree  days  to  get  them  into  print,  how  long  is  it  going  to  take  to 
tese  blanks  that  these  gentlemen  are  drawing  up  ?  All  who  have 
mks  printed  know  that  none  of  these  can  be  printed  in  a  shorter 
iian  a  week  to  two  weeks  at  the  outside.    They  ar*  difficult  and 
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mtri<:«te  work.  I  tuppote  we  will  not  be  able  to  get  our  hftnds  on  the 
blanks  in  three  woeke  to  come.  I  think,  therefore,  that  the  reaokidonto 
a<HoiurB  cnif^lit  to  prerail. 

Mr.  SmTB — I  would  atk  gentlemen  to  think  over  this  nMMer  of 
adjournment.  The  committee  of  which  I  an  a  memlier  (on  yaliMtioiM, 
etc,)  ha¥<e  had  disciMeions  before  ue  on  the  whole  question  of  the  pecift- 
Har  nature  of  life  insurance  and  have  had  well-known  experts  before  ua, 
and  we  have  listened  to  them  for  several  meetings.  The  reporter  has  not 
jet  been  able  to  put  before  us,  in  writing  that  we  can  read,  a  single  line  of 
all  our  three  nights*  work.  We  have  not  had  five  minutes*  conversation 
amangit  each  other;  we  have  had  no  time.  We  have  been  setting 
infonnation,  listening  to  these  gentlemen  as  attentively  as  we  could,  but 
I  do  not  know  when  we  will  be  through.  I  was  glad  to  see  other  gentle- 
men  of  the  convention  in  our  room  last  night  I  hesitated  to  ask  them 
to  leave  work  of  their  own  committees  to  hear  the  things  discussed  bf 
us,  which  are  of  primary  importance.  You  may  fix  the  assets,  blanks, 
etc.  as  you  see  fit,  but  unless  our  work  is  done  practically  and  properly, 
the  DaUnce  will  be  of  little  avail.  I  would  give  more  for  one  week  with 
this  printed  matter  all  before  me  at  home,  quietly — where,  if  I  wanted 
deriod  assisUmce,  I  have  a  trained  set  of  men  in  my  office — than  for 
DBonths  here,  in  the  excitement  of  the  city.  I  would  ffive  more  for  one 
week  quietly  at  home  to  think  over  the  great  amount  of  information  that 
we  have  received,  than  to  stay  here.  The  trouble  with  me  is  that 
I  have  had  no  time  to  digest  what  I  have  heard.  I  have  not  had  time  to 
look  in  a  daily  paper.  I  have  not  been  able  to  read  at  all  the  proceed- 
ings of  our  convention  down  town.  I  think  we  shall  be  ready 
to  acQoum  in  a  few  days,  provided  we  are  to  take  this  informadon 
home  and  try  to  see  what  it  really  means.  But  I  differ  with  the  opinion 
expressed  by  some  gentlemen  yesterday,  that  we  would  go  away  with 
the  same  opinions  with  which  we  came  here.  I  do  not  think  so.  We 
have  ^ot  a  vast  deal  to  learn. 

While  on  this  subject,  I  may  allude  to  what  I  consider  the  great 
trouble  in  life  insurance.  It  is,  in  my  opinion,  an  undoubted  fact  that 
educated,  intelligent,  influential  business  men  of  this  countiy,  as  a  class, 
are  utterly  ignorant  of  what  this  thing  it.  If  we  can  digest  all  that  has 
been  brought  before  us,  and  adapt  it  to  practical  business  requirements, 
I  think  in  that  one  thing  we  can  accomplish  a  great  deal  of  good.  We 
ahall  then  be  able  to  place  before  the  business  men  of  the  country  such  a 
▼iew  as  the^  can  themselves  comprehend  and  readily  learn.  And  I 
assure  you  it  can  be  done.  Men  can  learn.  There  is  no  such  mystery 
in  this  that  ordinary  business  men  cannot  learn  it.  If  we  can  accom- 
plish that  with  the  people  of  this  country — I  do  not  mean  all  of  thtm, 
onlj^  its  leading,  influential  men  to  whom  the  people  generally  refer  for 
advice,  in  reference  to  finance,  law  and  other  questions — ^I  believe  the 
institution  is  safe  You  can  then  conduct  your  state  supervision  with 
some  sort  of  safety.  On  the  other  hand,  until  these  men  do  know  all 
there  is  peculiar  pnder  this  thinc^,  all  the  state  institutioas  that  can  be 
devised  will  not  be  able  to  hold  mis  giant  The  men  interested  in  the 
hie  insurance  business  must  know  something  what  they  are  i^KNit ;  then 
they  will  be  able  to  attend  to  their  own  business. 

I  go  back  to  what  I  started  to  say,  that  our  committee  has  ^t  before 
them  an  immense  anoount  of  information.  The  light  is  too  bnghl  for  us 
to  see  in  a  minute  what  is  all  meant  I  am  pleased  to  see  the  conflict  of 
opinion.  I  should  be  startled  and  alarmed  if  I  saw  here  evidence 
that  there  was  a  combination  to  carry  peculiar  views  for  any  state,  and 
to  force  us  to  take  conclusions  under  such  an  influence.  But  life  insur- 
ance officers  and  actuaries  themselves  are  divided,  and  if  we  wait  and 
watch  and  get  further  information,  I  think  the  daylight  will  break.  The 
subject  willy  however,  never  be  reduced  to  one  distinct  head. 
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There  will  doubtless  be  much  that  is  crude  put  into  our  printed  report, 
but  I  am  willing  to  risk  in  it  the  opinions  I  have,  because  I  know  we  in- 
tend to  come  together  again,  and  carefully  look  over  the  whole  subject 
1  do  not  claim  to  know  all,  and  I  ask  an^  gentleman  in  this  convention 
not  to  follow  me,  unless  I  can  convince  him.  I  would  rather  follow  him. 
We  have  a  vast  deal  to  think  about,  and  if  what  is  done  is  fairly  printed 
and  laid  before  us  I  expect  to  occupy  more  time  tliis  summer,  in  reducing 
to  form  what  has  been  said  and  done  here,  than  I  will  spend  in  the 
whole  course  of  my  business.  I  cannot,  and  will  not,  try  to  do  a  thing 
when  I  know  I  cannot.    We  want  more  time. 

Mr.  A.  F.  Harvey— Yesterday  I  was  disposed  to  think  this  proposed 
adjournment  unwise ;  that  we  came  here  for  the  purpose  of  doing  some- 
thing, and  I  was  in  hopes  it  could  be  done  before  we  left  If  a  vote  had 
been  taken  yesterday  morning,  I  am  afraid  I  should  have  committed  a 
mistake.  It  is  upon  this  matter  of  the  proposed  change  of  valuation.  I 
have  had  my  mind  made  up  some  time  as  to  defects  in  the  present  system. 
But  last  night,  when  Mr.  Barnes  was  speaking,  a  light  entered  my  brain, 
and  I  did  not  know  but  that  I  had  gone  astray.  I  have  never  been  able 
to  express  my  ideas  publicly,  or  attempted  to  argue  on  any  subject  of 
that  kind ;  but  I  want  an  opportunity  to  sit  down  and  take  days  and 
weeks  to  consider  this  subject  and  satisfy  myself.  I  want  to  be  con« 
vinced  before  I  ever  come  to  the  point  of  taking  a  decisive  position  at 
to  a  change  in  the  mode  of  valuation.  I  think,  if  we  can,  in  the  course 
of  three  days  here,  adopt  a  blank  for  both  fire  and  life  companies,  that 
would  be  of  very  material  aid  to  us,  and  we  would  take  a  step  in  the  right 
direction.  But  I  do  think  this  one  question  of  the  method  of  valuation 
is  of  the  greatest  importance  that  has  yet  been  brought  before  the  con- 
vention. The  superintendents  of  the  different  states  ought  to  know  the 
views  of  the  different  actuaries,  and  be  prepared  to  make  up  their  opinion 
from  their  own  ideas.  I  think  every  speech  made  last  night  before  the 
committee  should  have  been  taken  with  some  grains  of  allowance.  One 
gentleman  said  he  was  the  representative  of  one  company,  and  he 
had  a  special  interest — 

Mr.  PiLLSBURY — A  partisan  interest 

Mr.  Harvey— Yes,  a  partisan  interest  Another  spoke  freely  in  con- 
troversion of  that  gentleman's  views,  and  we  all  know  he  is  actuary  and 
counsel  of  one  of  the  purely  mutual  companies  of  the  country.  He  might 
not  be  biased,  but  I  want  gentlemen  to  consider  that  is  his  position. 

Mr.  Brsesb  was  opposed  to  adjourning  to  October,  the  time  of  year 
being  inconvenient,  he  thought,  for  the  meeting  of  the  convention ;  he 
was  in  favor  of  an  adjournment  till  next  summer. 

Mr.  Paine  was  in  favor  of  an  adjournment  till  the  autumn,  though  it 
would  interfere  with  his  business  somewhat. 

Mr.  Kelsby,  of  the  committee  on  blanks,  said  that  his  committee 
would  soon  be  able  to  report  both  a  life  and  fire  blank. 

Mr.  NoYES  requested  that  a  committee  of  three  be  appointed  who 
would  suggest  what  they  thought  to  be  some  of  the  necessary  changes 
and  amendments  of  existing  insurance  laws. 

The  resolution  of  Mr.  Row  on  adjournment  was  then,  on  motion  of 
Mr.  Brinkerhoff,  referred  to  a  special  committee  of  three. 

Report  of  the  Committee  on  Taxes,  Fees  and  Deposits. 

*  Mr.  Breese,  of  the  committee  on  taxes,  fees  and  deposits,  then  pre- 
sented the  following  report : 

Your  committee,  to  whom  was  referred  the  subjects  of  taxes,  fees  and 
deposits,  beg  leave  to  submit  the  follovnng  report : 

Taxes.— That  in  the  matter  of  taxation,  as  in  other  matters  connected 
with  insurance,  we  believe  in  uniformity  and  full  reciprocity  between 
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the  different  states ;  therefore,  while  we  recommend  that  every  state  be 
lefl  to  reralate  the  taxation  of  its  own  companies,  jour  committee  would 
suggest  that  a  tax  of  one  and  one-half  per  centum  of  the  gross  premiums 
of  everjr  insurance  company  should  be  charged  in  every  state,  except  in 
the  state  where  it  is  organized,  to  be  in  lieu  of  all  other  taxes. 

Fkks. — For  filing  charter,  twenty-five  dollars ;  for  filing  annual  state- 
ment, twenty  dollars ;  for  each  agent's  certificate  of  authority,  two  dol- 
lars ;  for  copies  of  records,  twenty  cents  per  folio ;  and  for  affixing  seal 
and  certifying  thereto,  one  dollar;  for  valuing  life  policies,  ten  dollars 
per  million  of  insurance,  or  any  fraction  thereof;  and  for  official  ex- 
aminations, the  actual  expenses  incurred. 

Dkposits. — Your  committee  deprecate  the  requirement  of  deposits  in 
the  various  states,  as  a  condition  of  the  companies  of  other  states 
doing  business  therein. 

In  reference  to  life  companies,  your  committee  are  of  opinion  that  a 
deposit  should  be  required  in  the  state  where  organized,  of,  at  least, 
$100,000,  to  be  held  in  trust  for  the  common  protection  of  all  its  policy- 
holders. 

In  relation  to  fire  and  marine  companies,  no  dlposits  whatever  are 
deemed  necessary,  except  in  the  case  of  companies  of  foreign  countries; 
and  as  to  them,  we  recommend  that  a  single  deposit,  of,  at  least,  $aoo,ooo 
be  required  in  the  state  where  its  principal  office  is  located,  to  be  held  in 
trust  for  all  its  policyholders  in  the  United  States. 

(Signed,)  LI.  Brbesb, 

JoBL  M.  Spbncxr. 

Mr.  Caudwkll — As  a  member  of  this  committee,  a  majority  of  which 
has  just  made  a  report,  I  would  say  that  I  do  not  concur  fully  with  the 
report  which  has  been  made.  I  am  not  prepared  now  to  make  a  minority 
report,  but  will  make  one  at  some  future  meeting. 

RSPORT  OF  THE  COMMITTEE  ON  MxSCBLLANBOUS  SUBTBCTS. 

Mr.  Sksbls,  of  the  committee  on  miscellaneous  subjects,  then  pre- 
sented the  following  report : 

The  committee  having  in  charge  miscellaneous  subjects,  not  specially 
referred  to  other  standing  committees,  be?  leave  to  report,  that  sucn 
matters  as  have  been  suggested  for  consideration,  have  been  weighed 
with  as  much  deliberation  as  the  limited  time  at  our  disposal  would  ad- 
mit, and  the  following- views  and  conclusions  are  submitted  for  the  con- 
sideration of  the  convention. 

That  class  of  insurance  legislation  which  is  termed  reciprocal  or  re- 
taliatory, had  its  origin  in  the  passage  of  laws  commonly  termed  deposit 
laws,  which  required  of  companies  incorporated  by  other  states,  as  a 
pre-requisite  to  permission  to  establish  agencies,  a  deposit  with  the 
chief  financial  officer  of  the  state,  of  securities  of  designated  classes,  as 
indemnity  for  the  proper  fulfilment  of  contracts  of  insurance,  The  first 
state  to  enact  a  deposit  law  was  New  York,  in  1853,  but  it  was  applicable 
only  to  life  insurance  companies,  and  was  general  in  its  application  to 
domestic,  foreign,  and  companies  from  other  states.  Then  followed,  in 
1855,  the  deposit  law  of  the  state  of  Indiana,  requiring  a  lodgment  of  5 
per  cent  of  all  premiums  received  by  fire  as  well  as  life  insurance 
companies,  until  the  amount  reached  $25,000.  Other  states  followed  en- 
acting similar  laws,  all  tending  to  embarrass  the  employment  of  capital, 
and  hedging,  by  legislative  Chinese  walls,  as  it  were,  the  usefulness  of 
Gorporations  organized  with  millions  of  capital  for  security  and  possess- 
ing credit  beyond  question.  For  a  series  of  years  the  liveliest  appre- 
hensions prevailed  least  all  reciprocity,  in  the  employment  of  insurance 
capital,  would  -be  destroyed.  Indeed,  it  became  evident  that  a  change  in 
the  growing  evil  must  take  place,  or  the  old  and  experienced  agency 
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companies  would  be  compelled  to  retire  within  narrow  limits,  and  the 
business  be  assumed  by  a  class  of  new  local  organizations,  untried  bj 
the  ordeal  of  experience;  thus  entailing  possible  and  probable  disaster 
to  the  great  commerical  interests  of  the  country.  But  the  workings  of 
the  pernicious  system  soon  began  to  demonstrate  its  ill  effects,  and  we 
have  witnessed  the  repeal  of  these  obnoxious  laws  by  several  states, 
— California,  Wisconsin,  and  Ohio  among  others. 

We  are  not  prepared  to  hold  that  states  which  have  passed  retaliatory 
laws  are  reprehensible.  The  fault  lies  with  the  states  which  have  placed 
upon  their  statute  books  laws  discriminating  in  favor  of  home  institu- 
tions, and  laying  burdens  upon  those  of  other  states,  in  the  shape  of 
excessive  taxation  and  forced  investments  and  deposits.  Indeed,  it  may 
be  justly  inferred  that  but  for  this  retaliatory  legislation,  we  should  have 
witnessed  in  place  of  repealing  clauses,  the  creation  of  still  more 
invidious  distinctions  between  domestic  corporations  and  those  from 
other  states. 

For  these  reasons,  we  do  not  condemn  retaliatory  legislation,  but 
rather  do  we  reprobi|[|e  the  cause  thereof.  The  committee  do  not  deem  it 
necessarv  to  enlarge  upon  the  very  able  arguments  made  before  the  con- 
vention oy  the  various  committees  who  have  addressed  us,  showing  the 
ill  effects  which  must  inevitably  ensue  to  commercial  enterprise  and 
thrift  of  every  kind,  if  there  is  not  a  change  in  the  spirit  of  the  people  of 
the  different  states  which  dictates  legislation,  exacting  deposits  and 
imposing  severe  taxation.  It  has  been  convincingly  shown,  that  just  in 
proportion  as  a  state  imposes  disabilities,  taxes  and  expenses  upon  insur- 
ance capital,  so  must  the  property  of  that  state  be  increasedly  taxed  in 
the  form  of  increased  rates  of  insurance.  The  inevitable  laws  of  trade 
and  commerce  will  regulate  such  matters  beyond  the  power  of  decrees 
by  king,  emperor,  or  legislative  enactment  For  the  time  being,  a  tem- 
porary advanta|;e  ma^  enure  to  the  state  by  the  collection  of  an  onerous 
tax,  or  the  making  of'^a  market  for  depreciating  bonds,  but  the  unwritten 
law  which  unerringly  regelates  the  balances  of  trade  and  commerce,  will, 
in  due  time,  compensate  itself  for  such  temporary  gain.  While  the 
country  awaits  the  practical  demonstration  of  these  axiomatic  propo- 
sitions, the  interests  of  capital  and  commerce  of  every  kind  must  suffer. 

It  has  been  demonstrated  by  the  convincing  arguments  of  the 
▼ery  able  report  of  the  committee  of  the  Chamber  of  Commerce,  as  well 
as  by  the  reports  read  before  us  by  the  various  undeiwriting  organiza- 
tions, that  the  security  of  the  policyholder  is  not  enhanced  by  the  segre- 
gation of  the  capital  of  a  company  in  various  state  depositories,  but 
the  usefulness  of^the  company  in  possible  emergencies,  is  correspond- 
ingly lessened.  Your  committee  concur  in  these  views,  and  recommend 
the  abolition  of  all  deposit  laws  so  far  a«  relates  to  American  compa- 
nies. And  in  relation  to  foreign  companies,  we  would  recommend  a 
uniform  requirement  for  all  the  elates,  exacting  but  one  deposit,  which 
shall  be  made  with  the  state  wherein  is  located  the  chief  office  of  the 
company,  and  bv  the  terms  of  the  law  made  available  for  the  protection 
of  the  policyholder  in  any  state  ef  the  Union.  We  would  also  recom- 
mend in  regard  to  foreign  corporations,  that  laws  be  passed  requiring 
such  ei^iat  annual  statements  as  are  required  of  American  companies ; 
and  in  case  any  such  company  exercises  mixed  powers,  the  assets  per- 
taining to  life  insurance  shall  be  separated  from  other  assets;  and  that 
it  shall  be  so  distinctly  stated  in  all  statements  and  advertisemenU  of 
such  company.  If  this  requirement  can  be  made,  and  a  similar  one, 
applicable  to  domestic  companies,  exacting  a  full  statement  of  liabilities 
in  all  their  publications,  the  oonvenience  of  the  public  will  be  greatly 
enhanced. 

Your  committee  would  by  no  means  depreciate  the  proud  position  at 
present  attained  by  American  insurance  capital,  und^r  the  fostering  care 
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of  ptt^  Ug^slftion.  Our  syetexn  of  insurance  supervision,  de^tiye  as 
it  is  m  some  particulars,  is  confessed!/  far  in  advance  of  any  of  tb« 
Europeaus  systems — indeed  Great  Britian  is  to  day  taking  profit  to  her- 
self, py  copying  from  our  system.  This  is  a  fact  which  needs  no  com- 
ment tp  prove  the  excellence  of  our  laws,  generally,  and  now,  if  bv 
mutual  concessions,  we  can  eliminate  some  of  the  incongruities  which 
exist,  and  modify  the  restrictive  elements  in  legislation — securing  uni- 
formity in  annual  statements,  so  that  all  companies  shall  be  judged  by 
the  same  uniform  standard,  thus  in  a  great  d^ree  lesseniuff  the  proba- 
bility of  irresponsible  and  fraudulent  cprporations  springing  into 
existence,  we  snail  have  accomplished  a  great  good. 

The  assemblage  of  this  convention  presents  a  novel  spectacle.  It  is 
the  first  time  in  the  history  of  our  government  when  an  attempt  has 
been  made  to  assimilate  the  legislative  action  of  the  states,  and  we  are 
without  examples  or  precedents  to  guide  us  in  our  deliberations,  save  in 
the  proceedings  of  Congress  which  cares  for  the  welfare  of  all  the  states. 
The  proceedings  of  this  convention  are,  in  the  opinion  of  your  com- 
mittee, secondary  in  importance  only  to  a  session  of  the  national 
legislature.  For,  if  wise  counsels  prevail,  we  shall  be  instrumental  in 
moving  legislation  of  vast  importance  to  every  business  in  the  country* 
The  interest  of  which  we  are  the  supervisors,  embraces  corporations 
whose  aggregate  assets  is  far  greater  tnan  the  combined  banking  capital 
of  the  country;  and  the  expenditures  for  premiums  on  insurance  are 
estimated  to  ereatly  exceed  the  aggregate  expenditures  annually  for 
discount  at  allthe  banks  in  United  States. 

The  banking  interest  of  the  country  has,  within  a  few  years,  been 
nationalized,  and  however  great  may  have  been  the  sacrifice  of  individual 
<^niMi  on  the  subject  of  merging  certain  sovereign  rights  of  the  states, 
in  the  acts  which  lead  to  the  formation  of  the  giant  svstem,  no  one  will 
hesitate  to  acknowledge  the  convenience  accruing  from  the  uniform 
valuation  attached  to  a  treasury  note.  So  may  it  be,  when  our  systems 
of  insurance  laws  in  the  several  states  are  assimilated  as  it  is  easy  and 
practicable  to  do,  that  a  policy  of  insurance,  whether  issued  or  counter- 
signed in  New  York,  New  Orleans,  San  Francisco  or  Portland,  shall  at 
once,  upon'  its  production,  convey  to  its  possessor  and  to  the  public,  a 
sense  or  security  and  uniform  value,  similar  to  that  borne  on  the  face  of 
a  treasury  note. 

Anticipating,  therefore,  such  manifold  advantages  to  ensue  from  a 
generous  umifirm  sysUm  of  reciprocal  inter-state  legislation,  your  com- 
mittee would  urge  upon  every  member  of  the  convention  to  return  to 
his  constituency,  with  the  determination  to  advocate  M#  n^ar^st  fossi" 
hh  appT'^flck  io  **  frsb  trade  "  im  insuranc4y  comsisUmi  with  a  sirtmgwnt 
tmf^nusicn^  which  shall  f^maranty  €tUirt  sa/tty  t^  th€  public, 

(Signed,)  C.  L.  Sksbi.8,  Chairman, 

Mr.  NoTBS  moved  that  the  report  be  received  and  printed,  which  was 
carried. 

The  Question  of  ADjotmNHEMT. 

The  PUBSiinEMT  appointed  as  the  committee  on  Mr.  Brinkerhoff*s 
lesolntiMi  respecting  the  final  adjournment,  Messrs.  Raw,  Smith  and 
Pitts<»ury. 

The  President  said — It  seems  clear  to  me  that  some  things  will  be 
definitely  reported  and,  I  hope,  finally  acted  upon  at  this  session 
of  tfM  evMrention.  There  are  other  questions  which  it  is  quite  clear  the 
oooifeotion  will  he  unprepared  to  oonclude  at  this  sessioa.  It  would  seem 
pv^icr  to  place  before  the  public  a  oeneral  maniiesto  or  paper  of  some 
kind,  stating  why  we  have  determined  upon  some  questions  and  not  upoa 
others. 

Mv.  Pains— What  subjects  do  you  think  can  be  disposed  of  now? 
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The  President— Well,  the  subject  of  bUnks  might  be  settled,  not 
perhaps  finally  and  forever ;  but  the  recommendation  of  some  general 
system  which  all  the  states  can  adopt  would  be  a  step  in  the  right  direc- 
tion. If  we  should  meet  in  the  fall  amendments  could  be  made,  if  neces- 
sary, to  anything  we  do  now.  I  think  we  are  unanimous  in  the  idea 
that  a  uniform  system  of  blanks  can  be  adopted,  and  will  be  adopted. 
Let  us  adopt  it  now. 

Mr.  Smith — I  think  this  convention  will  probably  be  unanimous  on 
two  important  subjects.  One  is  in  reference  to  the  deposit,  to  be  required 
from  every  life  insurance  company,  of  one  hundred  thousand  dollars  in 
the  state  where  the  company  is  organized.  Another  is  as  to  whether 
t)ne  responsible  known  officer  is  to  be  delegated  to  receive  certificates  of 
protest,  instead  of  all  the  agents  of  a  state.  My  opinion  is  that  we  can 
come  to  some  unanimous  conclusion  upon  these  subjects,  perhaps,  after 
a  little  consideration  and  modification  of  opinion. 

Mortality  Statistics. 

Mr.  W.  E.  Harvey  offered  the  following  resolution : 
Besolved,  That  a  committee  be  appointed  to  obtain  the  mortality 
-statistics  and  experience  of  American  life  insurance  companies,  so  far 
as  practicable,  and  that  the  companies  be  requested  to  furnish  said  com- 
mittee with  the  information  desired. 

Mr.  Brbese  moved  the  reference  of  the  resolution  to  the  committee 
x>jx  valuation  of  policies,  which  was  done. 

Reciprocal  Legislation,  Taxation,  and  Deposits. 

Mr.  Brincksrhoff  moved  that  the  report  of  the  committee  on  reci- 
procity and  miscellaneous  subjects  be  taken  from  the  table.     Carried. 

The  report  was  taken  from  Uie  table  and  read  bv  paragraph. 

Mr.  Paine  moved  that  the  resolution  moved  by  him  yesterday  be 
adopted  as  the  sentiment  of  the  convention,  and  incorporated  in  the 
report  in  the  place  of  the  part  of  the  report  referring  to  tne  same  topic. 
The  resolution  is  as  follows  : 

Resolved,  That  reciprocal  or  retaliatorpr  laws  are  sinful  in  their  in- 
ception, injurious  in  their  operation  and  in  their  nature  violative  of  the 
plainest  principles  of  inter-state  comity,  and  in  the  opinion  of  this  con- 
yention,  should  cease  to  exist. 

Mr.  Paine  said  in  support  of  his  motion :  Revenge  is  an  evil  under 
any  circumstances,  and  it  is  entirely  and  utterly  unbecoming  a  grc&t 
people  or  a  state  to  put  upon  its  statute  books  anything  that  will  en- 
courage such  an  evil.  And,  besides  that,  revenge  is  unjust  in  its  action, 
because  it  does  not  operate  exclusively  against  the  individual  against 
whom  it  is  directed.  Why  should  the  Union  Mutual  insurance  company 
of  my  state  be  compelled  to  pay  a  tax  in  Illinois  or  any  other  state 
against  the  violent  protestation  of  that  company  to  the  taxing  of  the 
companies  of  Illinois  in  our  state?  It  is  wrong  in  application,  because 
it  does  not  reach  the  offender,  and  has  a  tendency  in  its  nature  to  result 
in  just  the  opposite  of  that  which  is  intended. 

Mr.  Webb  moved  to  lay  the  motion  of  Mr.  Paine  on  the  table,  and 
expressed  himself  in  favor  of  retaliatory  legislation  under  certain  circum- 
-stances. 

The  motion  of  Mr.  Paine  was  laid  on  the  table. 

Mr.  Skeels,  referring  to  that  part  of  the  report  referring  to  deposits, 
said :  I  think  the  deposit  system  affords  but  little  security.  A  deposit 
of  one  hundred  thousand  dollars — and  the  requirement  of  a  greater 
amount  from  new  companies  would  be  thought  excessive, — would  be  « 
mere  bagatelle  in  a  company  of  any  size,  ft  would  not  pay  over  five 
per  cent  of  some  company's  liabilities  in  case  of  their  failure.    It  is  not 
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ft  security  to  the  public.  And  not  only  that,  but  it  misleads  the  public. 
They  feel  that  they  are  secure,  because  a  company  has  deposited  a 
hundred  thousand  dollars  in  the  state  treasury,  and  their  eyes  are  closed 
to  further  investigation. 

Mr.  Caldwbll  moved  that  so  much  of  the  report  as  refers  to  deposits 
be  referred  to  the  committee  on  deposits  as  a  more  appropriate  place 
for  it. 

The  Prbsident— I  would  suggest  an  amendment  that  so  much  of  the 
report  as  refers  to  the  subjects  of  deposits  and  taxation  lie  on  the  table. 

Mr.  Caldwell — I  accept  that  amendment. 

The  motion  to  lay  on  the  table  was  carried. 

Mr.  Skbels,  referring  to  the  part  of  the  report  respecting  the  annual 
statements  of  foreign  companies,  said :  I  would  like  to  see  these  com- 
panies compelled  to  make  a  division  of  what  is  real,  tangible  capital,  or 
surplus,  and  that  part  which  is  pledged  exclusively  to  their  customers,  in 
the  life  insurance  branch  of  their  business.  I  think  legislation  should  be 
had  in  the  various  states  which  would  cure  that  evil.  I  think  it  is  within 
the  power  of  the  state  legislatures  to  compel  them  to  advertise  the  truth 
instead  of  a  falsity. 

The  President — ^This  is  an  extremely  delicate  question  to  deal  with. 
The  people  of  this  country  are  wonderfully  sensitive  about  the  liberty  of 
the  press.  The  maxim  which  Mr.  Barnes  alluded  to  last  night  as  of 
{prat  application  in  Great  Britain  also  applies  here — I  mean  the  maxim, 
*'*^  Caveat  €mf  tor,**  People  must  not  assume  that  everything  which  is 
published  is  necessarily  true ;  and  must  see  to  it  that  they  exercise  a  due 
caution  in  deciding  for  themselves  the  truth  or  the  falsity  of  published 
statements.  It  is  so  delicate  a  question,  that  I  hardly  know  what  to 
recommend,  but  it  is  one  to  which  it  is  well  to  call  the  attention  of  the 
public  and  of  the  companies. 

Mr.  Sksels — ^There  is  now  oik  the  statute  book  of  the  state  of  New 
York  a  law  which  compels  all  fire  insurance  companies,  in  all  their  ad- 
vertisements to  the  public,  to  state  the  capital  which  they  possess,  and 
the  place  where  the  home  office  is  located.  Now  it  has  struck  me  that 
it  would  be  a  still  greater  protection  to  the  public  if,  in  addition  to 
stating  their  capital  and  the  place  of  their  home  office,  they  were  com- 
pelled to  state  their  real  assets  instead  of  stating  what  is  not  real. 

At  this  point  the  convention  took  a  recess  till  3  o'clock. 

The  convention  re-assembled  at  3  o'clock  and  resumed  the  considera^ 
tion  of  .the  report  of  the  committee  on  redprocitv  and  miscellaneous 
subjects,  which  were  read  through  without  further  debate. 

On  motion  of  Mr.  Skebls,  the  report  was  laid  on  the  table  till  the 
rc^rt  of  the  committee  on  taxation  and  deposits  should  be  sent  in. 
This  was  in  consequelnce  of  part  of  the  report  having  been  referred  to 
the  latter  committee. 

Report  of  the  CoiiMiTTEB  as  Blanks. 

The  committee  on  blanks  sent  in  their  report.  The  afternoon  was 
spent  in  a  running  discussion  upon  the  form  of  blanks  recommended  by 
the  committee,  and  a  number  of  amendments  were  made.  At  the  close 
of  the  days'  session,  the  further  consideration  of  the  document  was 
deferred  until  next  day. 

The  convention  adioumed  at- 6.30,  to  meet  in  the  rooms  of  the  Board  of 
Underwriters,  at  10  A.  M.,  on  Wednesday. 
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New  York,  May  31, 1871. 

le  convention  re-assembled  at  11  A.  M.,  in  the  hall  of  the  New 
:  Board  of  Fire  Underwriters,  the  Hresident,  Superintendent  Millbr, 
e  chair. 

Report  op  the  Committee  on  Blanks. 

\  motion  of  Mr.  Wailes,  the  reading  of  the  report  of  the  committee 
lanks  was  proceeded  with  from  the  point  where  it  had  ceased  at  the 
of  yesterdaj's  session. 

ter  the  reading  had  proceeded  a  little  while,  Mr.  Wailes  moved 
the  further  consideration  of  the  report  be  postponed  till  il  should  be 
ed.     Carried. 

e  following  is  the  report  of  the  committee  on  blanks : 
entering  upon  the  discharge  of  the  duties  devolving  upon  them,  your 
nittee  feel  that  they  do  not  magnify  the  importance  of  the  trust 
h  was  assijp^ned  to  them  in  estimating  it  as  one  of  the  first  in  mngni- 
and  one  of  the  most  practical  of  the  many  questions  and  topics  which 
to  be  considered  by  this  convention. 

kis  conviction  had  rise  in  the  often  repeated  expressions  of  insurance 
of  all  classes — state  commissioners,  superintendents  and  other 
officials,  charged  with  the  supervision  of  the  vast  and  growing 
ests  of  the  insurance  business  in  the  varioua  states,  and  of  the  offi- 
of  companies  as  well,  who  have  devoted  their  lives  to  the  creation 
fostering  of  these  interests.  This  particular  subject  has  been 
id,  in  the  several  able  and  instructive  addresses  which  have  been 
»nted  to  the  convention  by  the  immediate  representatives  of  the 
»us  branches  of  insurance,  as  first  in  importance  of  the  many  unsolved 
lems  of  the  insurance  business  as  heretofore  conducted,  some  of 
h,  at  least,  it  is  our  aim  and  hope  to  simplify,  if  not  master. 
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In  the  forms  of  blanks  for  companies'  annual  statements  which  jroar 
committee  herewith  submit,  it  is  br  no  means  claimed  that  perfection 
has  been  attained ;  indeed,  we  feel  oonfident  that  our  work  under  the 
wise  criticism  and  judicious  pruning  of  the  many  more  experienced  and 
able  members  of  the  convention,  will,  upoo  its  final  adoption,  go  forth 
in  a  much  more  satisfectory  and  perJEect  state  thaa  aa  now  submitted. 
We  heartily  invite  the  closest  scrutiny  and  most  earnest,  unhesitating 
criticism  to  the  blank  forms  as  presented,  and  hope  that  no  motive  of 
delicacy  or  personal  courtesy  will  be  permitted  to  stand  in  the  way  of 
eliminating  such  faults,  and  sug^ting  and  incorporating  such  improve- 
ments as  may,  and  doubtless  will,  present  themseives  to  the  minds  of 
our  brethren  of  the  convention. 

Your  committee  feel  that  it  is  not  their  duty,  neither  do  they  consider 
it  their  prerogative,  to  express  any  view,  other  than  may  be  ffleaned 
from  our  work,  as  a  wholes  touching  the  manner  of  conducting  the 
business  of  insurance,  nor  the  regulation  of  the  same  by  the  states. 
These  topics  have  been  considered  b^  other  and  appropriate  committees, 
and  from  their  reports  we  have  derived  important  aid  and  information. 
Our  charge  was  to  present  blank  forms  for  consideration,  and  upon 
approval,  adoption,  the  object  of  which  is  to  enable  states  and  the  general 
public  to  obtam  from  the  companies  a  straightforward,  complete  and 
intelligible  statement  of  their  affairs.  That  all  insurance  companies 
worthy  the  high  public  trust  confided  to  them,  are  at  all  times  ready 
and  anxious  to  present  such  statements,  is  well-known  to  all  who  have 
had  ofiicial  business  transactions  with  them. 

We  earnestly  recommend  the  adoption  oisome  blank  form  whkh  may 
be  acceptable  to  all  the  states,  and  would  suggest  that,  if  the  forms 
reported,  or  as  they  may  be  finally  adopted  by  flie  convention,  are  con- 
sidered by  some  state  officials  too  voluminous  and  unnecessarily  precise, 
they  may  omit  such  parts  thereof  as  they  deem  prudent,  but  that 
no  changes  be  made  Uierefrom  in  what  they  do  use  save  such  as  are 
rendered  necessary  to  conform  to  the  special  statutes  of  their  respective 
states.  It  is  conceded  that  this  convention  will  have  accomplished  an 
important  work  and  achieved  a  reform,  the  necessity  of  which  has  long 
been  plainly  manifest,  if  it  does  no  other  work  than  securing  the  adop- 
tion of  one  uniform  blank  by  all  the  states. 

Touching  one  of  the  features  of  the  blanks  common  to  most  if  not  all 
those  now  m  use,  and  wherein  we  have  made  a  radical  change,  we  beg 
to  be  permitted  to  say  a  word.  The  item  **  premiums  in  due  course  of 
collection,"  it  will  be  observed  we  have  omitted,  and  in  lieu  thereof, 
inserted  two  items  c  i.  **  Amount  of  premiums  collected  and  reported  by 
agents  but  not  yet  received  at  home  office.**  2.  **  Premiums  due  which 
the  company  are  bound  to  receive  on  tender."  The  latter  item  is  inserted 
for  the  accommodation  of  those  companies  which  allow  grace  in  the 
payment  of  premiums ;  the  former  we  consider  as  presenting  the  only 
condition  of  premiums  not  yet  paid  into  the  company's  hands,  but  rated 
as  substantial  assets,  which  a  true  observance  of  those  sound  principles 
which  must  underlie  all  successful  business,  and  especially  which  should 
be  observed  in  the  business  of  insurance,  pre-eminently  so  in  life  insur- 
ance, will  warrant. 

It  will  be  noted  that,  we  are  supported  in  these  conclusions  by  the 
report  of  your  committee  on  assets  and  investments,  and  we  have  confi- 
dence that  a  candid  consideration  of  this  particular  feature  will  secure 
a  general  endorsement  of  our  decision. 

Touching  the  matter  of  a  detailed  statement  of  securities  of  various 
kinds  belonging  to  companies,  your  committee  would  recommend: 
I.  That,  after  furnishing  an  itemized  list  of  all  assets  on  the  entrance  of 
a  company  to  do  business  in  another  state,  the  list  of  mortgages  held  by 
41  company  shall  be  required  to  be  reported  in  annual  statements  only  to 
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the  officer  having  supervision  of  insurance  in  the  state  where  the  company 
16  organized,  and  that  the  company  forward  to  other  states  the  certificate 
of  such  officer  that  such  detailed  abstract  has  been  properly  furnished. 
2.  That  the  certificate  of  mortgages  or  other  securities  deposited  for  the 
benefit  of  policyholders,  shall  be  made  by  the  officer  of  the  state  where 
the  deposit  is  made,  only  after  an  actual  examination  of  title  appraise 
ment  and  valuation  by  a  person  duly  commissioned  by  him  for  that 
purpose. 

We  have  gleaned  from  the  many  blanks  which  have  been  presented  by 
the  representatives  of  the  various  states,  valuable  and  important  infor- 
mation. We  have  also  been  kindly  aided  and  advised  in  our  delibera- 
tions by  the  individual  members  of  the  convention,  for  which  we  here 
make  our  acknowledgments. 

(Signed,)  Hbnry  C.  Kblssy, 

Sam'l.  H.  Row, 
Aug.  £.  Harvby, 

Committee* 

Legislation. 

Mr.  NoYES,  of  Connecticut,  moved  the  following  resolutions : 
Resolved^  That  the  president  appoint  a  committee  of  three,  to  con« 
sider  and  report  to  this  convention,  at  such  time  a&  they  shall  deem 
expedient,  what  legislation  they  would  recommend  for  adoption  by  the 
several  states,  to  secure  wise  and  harmonious  action  concerning  their 
own  local  insurance  companies,  and  such  others  as  seek  admission 
from  other  states.  ' 

Resolved^  That  the  president  of  this  convention  be  added  to  the  above 
committee,  and  act  as  its  chairman. 

Mr.  NoYBS  said :  The  convention  is  evidently  not  prepared  to  take 
action  at  this  time  upon  that  branch  of  our  business, — a  branch  which 
affects  all  the  influential  companies  in  the  United  States,  and  it  ia 
intimated  that  an  adjournment  until  another  month  will  necessarily 
follow;  if  so,  it  is  necessary  that  this  committee  should  be  appointed^ 
and  it  will  be  well  that  the  president  of  this  convention  should  be  its 
chairman,  so  that  persons  will  know  precisely  who  to  correspond  with 
during  the  interval  between  this  and  the  next  session. 

Mr.  Caldwell — I  do  not  fully,  understand  the  object  of  the  resolu* 
tion.  I  was  under  the  impression  that  the  various  questions  to  be 
determined  by  this  convention  had  already  been  submitted  to  com- 
mittees, and  until  the  reports  of  those  committees  are  submitted  and 
approved  or  rejected  by  the  convention,  I  hold  that  the  resolution  i& 
improper,  and  I,  therefore,  move  that  it  be  laid  on  the  table. 

Mr.  Webb — On  the  motion  to  adopt  the  resolution,  I  do  not  think  I 
would  have  had   anything  to  say,  but  if  the  gentleman  from  Indiana 
proposes  by  his  motion  to  lay  upon  the  table  to  finally  dispose  of  the 
resolutions,  I  must  raise  my  voice  to  protest  against  it.    And  although, 
Mr.  President,  it  is  perhaps  scarcely  proper  to  enter  into  a  general  dis- 
cussion of  the  resolution  upon  a  motion  to  lay  on  the  table,   neverthe- 
less I  may  take  this  occasion  to  say  a  few  words  upon  a  subject  suggested 
hv  i-h«>  infrnHnction  of  that  resolution.    During  the  earlier  days  of  the 
;  convention  I  remained  silent,   and  I  did  it  because  I 
d  best  serve  my  own  interests,  and  the  interests  which  I 
5,  by  listening  instead  of  talking.     But,  sir,  I  have  come 
sion,  and  that  is,   that,  in   some  respects,   the  work  of 
>n  has    been    begun   at  the  wrong  end.      Pertinent  to 
lay  refer  to  the  question  we  have  so  recently  been  dis- 
respect to  the  forms  of  blanks.     I  submit  to  you,  Mr* 
V  is  it  possible  to  agree  upon  a  blank  form  of  statement 
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until  the  convention  knows  the  laws  of  the  scrcral  states  in  regard  to  that 
subject  ?     It  docs  seem  to  me  that  this  resolution,  proposed  by  the  gentle- 
man irom  Connecticut,  will  raise  a  committee,  whose  first  duty  it  will  be 
to  inquire  into  the  laws  of  the  several  states  on  this  subject.    I  am  well  sat- 
Ufied  that  if  each  delegate  had  brought  in  the  laws  of  his  state  upon  this 
question,  and  stated  them  here,  we  would  have  readily  seen  what  was 
the  proper  mode  of  securing  harmonious  legislation,  and  I  think  that  to 
summarily  dispose  of  this  resolution  is  simply  to  continue  the  work  of 
the  convention  as  it  was  begun,  so  far  as  legislation  is  concerned,  and 
so  far  a»  uniformity  of  statement  is  concerned,  by  beginning  at  the 
wrong  end.     I  compared  the  laws  of  two  or  three  of  the  states  last 
evening,  and  I  find  that  there  are  positive  provisions  in  those  laws  upon 
this  very  subject,  and  some  of  the  questions  objected  to  last  evening,  are 
required  by  existing  statutes.    They  may  be  useless,  but  if  the  law  of  a 
state  requires  them,  how  can  the  superintendent  of  the  state  do  otherwise 
than  use  them  ?  It  does  seem  to  me,  therefore,  that  the  motion  to  lay  on 
the  table  should  not  prevail,  and  that  the  resolutions  should  now,  or 
at  some  time,  be  adopted. 

Mr.  No  YES— It  is  well  understood  that  any  action  we  may  take  here 
will  require  to  be  ratified  by  the  legislatures  of  the  various  states  to  be 
made  effective,  and  at  some  future  time,  when  the  committees  have 
reported,  it  will  be  proper  to  take  up  and  consider  the  resolutions. 
The  motion  to  lay  on  the  table  was  carried. 

Tub  Question  of  Adjournment. 

Mr.  Brinkerhoff — ^The  committee  on  the  subject  of  adjournment  has 
prepared  the  following  report : 

Your  committee,  to  whom  was  referred  the  subject  of  adjournment, 
recommend  the  adoption  of  the  following  preamble  and  resolutions,  to 
wit: 

IViereasy  The  proceedings  of  this  session  have  been  rendered 
especially  profitable  on  account  of  the  presentation  of  exceedingly  valu- 
able papers  upon  the  various  subjects  before  us,  by  the  learned  and 
dihtinguished  representatives  of  the  several  insurance  and  commercial 
interests ;  and 

WAereas,  It  is  very  desirable  that  the  delegates  from  the  several 
states  have  presented  to  them,  in  printed  form,  all  the  information 
gathered  together  bv  this  convention  and  its  several  committees,  and 
that  sufiicient  time  be  granted  to  each  one  to  consider,  in  a  calm  and 
deliberate  way,  many  of  the  subjects  under  consideration,  before  final 
action  is  taken  in  the  convention ;  and 

Whereas^  Several  of  the  states,  deeply  interested  in  all  that  pertains 
to  the  matters  before  this  convention,  are  unrepresented  in  the  conven- 
tion, and  it  is  especially  desirable  that  every  state  should  aid  our 
deliberations,  by  the  counsel  and  advice  of  those  charged  with  the 
execution  of  her  insurance  statutes;  therefore  be  it 

Resolvedi  That  this  convention  adjourn  from  Thursday,  the  first  day 
of  June,  until  Wednesday,  the  i8th  October,  1871,  to  meet  in  this  city; 
and  that  the  secretary  be  requested  to  have  printed,  in  proper  form,  all 
the  proceedings,  reports  and  papers ;  and  that  he  furnish  each  member 
with copies  thereof. 

Resolz*ed,  That  the  president  of  this  convention  appoint  a  committee 
of  three,  to  whom  shall  be  referred  the  subject  of  making  this  conven- 
tion permanent;  and,  if  considered  by  them  desirable,  that  they  report 
at  the  adjourned  session  in  October  a  constitution  and  by-laws  for  the 
government  thereof. 

Resolved^  That  the  president  of  this  convention  lay  before  the  proper 
oilSciaU  of  the  several  states  now  unrepresented,  copies  of  all  our  pro- 
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ceedineSf  including  these  resolutions;  and  earnestly  request  the  attend* 
ance  of  the  several  officers,  in  person  or  by  appropriate  delegates,  at  our 
adjourned  session. 

(Signed,)  Gborge  M.  Brinksrhoff, 

Oliver  Pillsbury, 
GusTAVus  W.  Smith, 

Committee. 

Mr.  Caldwell — Mr.  President,  I  move  the  adoption  of  that  preamble 
and  resolutions. 

Mr.  Brinkerhoff — Before  the  adoption  of  the  motion,  Mr.  Presi- 
dent, I  desire  to  say  that  the  preamble  and  resolutions  there  presented 
express  everything  that  this  committee  desire  to  say  on  the  subject,  and 
have  in  every  respect  the  unqualified  approbation  of  all.  We  thought 
it  better  to  leave  a  blank,  to  be  filled  up  with  the  numbers  of  copies  of 
the  proceedings  which  the  delegates  might  wish  sent  to  them,  as  a  mat- 
ter of  secondary  importance;  and  I  thought  we  had  better  have  the 
expression  of  the  different  delegates  here,  before  the  adoption  of  the 
report.  If  any  one  has  a  number  to  suggest,  I  hope  he  will  suggest  it, 
and  let  it  be  inserted. 

Mr.  Row — I  desire  to  make  an  inquiry.  I  have  learned  that  one 
or  two  members  of  the  convention  desire  to  present  papers  on  different 
subjects — particularly  on  the  system  of  valuation,  to  be  included  in  that 
report.  I  would  like  to  ask  if  the  resolutions  will  prevent  them  from 
doing  so? — if  papers  presented  in  committee  or  to  the  secretary  can  not 
be  included  as  a  part  of  the  proceedings  and  laid  before  the  convention? 

Mr.  Brinkerhoff — I  will  state  that  the  committee  of  which  I  am  a 
member -has  had  various  papers  presented  to  them,  and  various  oral 
communications.  They  are  all  now  in  the  hands  of  the  reporters,  to  be 
written  out ;  and  are  to  be  presented  as  the  report  of  the  committee, 
accompanied  by  some  suggestions  and  a  report  of  progress ;  and  the 
committee  will  receive,  as  I  understand,  from  its  chairman  (and  he  will 
express  himself  if  I  am  not  correct,)  all  papers  of  that  kind  and  report 
them  to  the  convention  as  a  part  of  the  report  of  the  committee. 

Mr.  Smith — I  hope,  now  that  this  question  is  brought  up,  there  will  be 
no  misunderstanding  at  all.  I  suggested  it  to  the  chairman  of  this  pre- 
sent committee  on  adjournment.  We  read  his  resolutions  over^  and  at 
that  time,  whilst  it  seemed  possible  for  a  different  construction,  I  alluded 
to  one  position  and  rectified  the  whole  matter.  This  same  committee 
forms  a  committee  on  valuation,  of  which  I  am  chairman ;  whilst 
Mr.  Brinkerhoff  is  chairman  of  the  committee  now  reporting. 

I  would  desire  to  say  that,  this  morning  I  have  received  a  communi- 
cation from  a  prominent  officer  of  one  of  the  leading  life  insurance  com- 
panies of  the  country.  It  has  not  been  presented  to  the  committee, 
because  I  have  only  just  received  it.  It  comprises  twelve  or  fifteen  closely 
printed  pages.  It  is  proposed  by  the  committee,  that  we  have  a  confer- 
ence, and  have  a  reporter  with  us ;  and  so,  without  taking  up  time  unnec- 
essarily, to  write  out  carefully  and  in  detail,  our  respective  views  so  far 
as  we  have  formed  them  now,  that  our  informal  opinions  may  go  before 
all  of  the  members  of  the  convention  to  be  by  them  considered  for  what 
they  are  worth,  until  the  time  when  we  come  back.  I  would  regret  very 
much  if  we  were  cut  off  at  all  in  reference  to  the  report  now  in  the 
hands  of  the  secretary.  He  has  the  oral  communications  made  to  us ; 
and  not  one  word  have  we  ever  seen  in  writing  that  we  can  read.  And 
I  desire  that  it  should  be  understood,  that  it  is  left  to  the  discretion  of 
the  committee  to  put  in  what  they  have  now,  and  what  they  may  receive 
before  the  report  actually  goes  to  the  printer  and  is  closed.  We  want 
the  largest  liberty  to  put  in  all  the  information  on  this  vastly  important 
subject  that  can  be  gained  from  all  sources,  including  some  of  our  infor- 
mal talk. 
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(Mr.  Caldwbll  in  the  chair,  fro  tern,) 

Mr.  Millar— As  I  undertUnd,  that  is  not  included  in  the  resolution*. 
Mr.  Brinxerhoff — It  has  been  suggested  by  some  parties  that  the 
blank  be  filled  with  the  words  "one  hundred,"  copies  of  the  report. 

If  anj  member  thinks  that  is  too  large  or  too  small,  I  hope  he  will 
suggest  otherwise. 

jfi".  Paine — Had  we  not  better  leave  that  matter  of  the  number  to  be 
printed  with  the  officers  of  the  convention.  I  don't  know  that  we  are 
able  to  state  how  many  they  can  furnish. 

Mr.  Brsksk — I  think  it  would  be  better  to  leave  it  with  the  officers  of 
the  convention,  to  furnish  the  states  as  many  as  are  necessary. 

Mr.  Paine — I  am  willing  to  leave  it  to  the  convention. 

Mr.  A.  F.  Harvey — I  hope  the  gentleman  will  withdraw  his  sugges- 
tion as  far  as  one  hundred  is  concerned. 

Mr.  Brikkerhoff  withdrew  that  suggestion. 

Mr.  A.  F.  Harvey— I  think  our  honorable  secretary  and  the  president 
of  the  convention  would  know  pretty  nearly  what  we  want.  I  think, 
however,  that  a  hundred  copies  will  be  altogether  too  small  a  number. 

The  Secretary— Five  hundred  copies? 

Mr.  Kelsey — I  think  a  hundred  copies  would  be  too  large  a  number, 
as  has  been  suggested  by  some  one.  Some  states  would  require  a  larger 
number  than  others.  The  only  use  I  would  have  for  a  large  number 
would  be  to  furnish  the  companies  of  my  state,  and  gentlemen  connect- 
ed with  the  business  of  insurance  with  copies.  Fifty  copies  will  answer 
my  purpose  abundantly. 

Mr.  A.  F.  Harvey— Mr.  President,  allow  me  to  apologize.  I  under- 
stood a  hundred  copies  in  gross ;  I  understand  now  that  it  was  a  hundred 
copies  for  each  state  and  each  delegate. 

Mr.  Miller — I  would  suggest,  Mr.  President,  that  each  delegate  be 
furnished  with  the  number  of  copies  which  he  may  request,  not  exceed- 
ing one  hundred  copies  to  each,  therefore,  that  the  number  of  one 
hundred  be  inserted,  and  of  course  any  gentleman  who  says  he  does  not 
need  so  many,  need  not  have  them. 

The  President — If  there  is  no  objection,  so  let  it  be  understood. 

Mr.  Webb — I  desire  to  inquire  of  the  chair,  whether  it  has  been  gene- 
rally understood,  that,  if  there  be  an  adjourned  session,  it  shall  be  held 
on  the  day  designated  in  the  resolution.  It  is  the  first  time  that  I 
have  heard  any  time  designated,  although  I  have  heard  frequently  dis- 
cussed the  holding  of  an  adjourned  convention.  For  my  own  part,  I 
do  not  know  as  I  can  attend  the  convention  either  here  or  elsewhere 
at  the  time  designated.  Besides  that,  if  there  be  an  adjourned  con- 
vention, I  do  not  think  it  ought  to  be  called  in  this  city — that  it  ou&^ht 
to  go  further  west.  It  occurs  to  me  there  ought  to  be  a  change  in  that 
regard.     Standing  alone  from  the  far  west — 

Mr.  Brbbse — You  are  not  alone,  sir. 

Mr.  Webb — ^Then  I  hope  the  gentleman  from  Wisconsin  (Mr.  Breese) 
will  make  some  motion  concerning  it  For  my  own  part,  I  am 
opposed  to  the  place,  and  shall  vote  against  the  proposition  for  an 
adjourned  session  for  the  reasons  that  I  have  given.  I  am  also  opposed 
to  the  adjournment  to-morrow  unless  we  work  to-day  and  to-morrow. 
It  seems  to  me  to  adjourn  to-morrow  with  the  prospect  of  all  this  busi- 
ness before  us,  would  be  a  very  inappropriate  thing  to  do. 

Mr.  Miller — I  woufd  suggest,  Mr.  President,  that  the  day  of  adjourn- 
ment be  not  mentioned  in  the  resolution.  It  seems  to  me  that  there  are 
quite  a  number  of  gentlemen  here  who  are  entirely  willing  to  remain  a 
day,  or  even  two,  if  necessary,  to  come  to  some  conclusion  on  some 
points  on  which  we  are  able  to  agree.  And  now,  arbitrarily  to  definitely 
fix  to-morrow  as  the  day  of  adjournment,  it  seems  to  me  a  little  unnec- 
essary.    If  we  must  fix  a  day,  I  would  move  to  substitute  Friday  for 
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Thursday.    I   think  we   shall  find  plenty  to  do  to  remain   here   nntll 
Saturday. 

Mr.  A.  F.  Harvey — Can  we  have  the  resolutions  read? 

The  secretary  read  the  resolution. 

Mr.  Skrbls — I  now  move  to  strike  out  "  Thursday,  the  first  day  of 
June,"  and  substitute  when  this  convention  does  adjourn,  that  it  be  to 
adjourn  to  meet  on  the  day  mentioned. 

The  President  {^fro  tem.) — That  would  be  in  the  shape  of  an  amend- 
ment to  an  amendment. 

Mr.  A.  F.  Harvey — If  you  will  allow  me  to  remark  that  that  might 
include  an  adjournment  this  afternoon,  and  then  we  could  not  meet 
to-morrow. 

Mr.  Skeels — Have  it  read  **  when  this  convention  finally  adjourn." 

Mr.  A.  F.  Harvey — That  this  convention  do  take  a  recess  sometime 
this  week,  either  to-morrow,  Friday,  Saturday,  Sunday— any  time  when 
it  does  adjourn — but  not  in  the  form  that  the  gentleman  suggests, 
*'  when  we  do  adjourn,"  because  that  will  mean  this  afternoon,  and  we 
could  not  meet  to-morrow. 

Mr.  Miller — I  wish  to  say  a  word  or  two,  Mr.  President,  before  this 
motion  is  put,  and  particularly  with  reference  to  the  remarks  of  our  dis- 
tinguished friend  from  Kansas  (Mr.  Webb).  I  regret  very  much  that 
the  gentleman  has  seen  fit  to  announce  his  opinion  that  this  convention 
has  been  wrong  end  first.  I  regret  very  much  that  the  proceedings  of 
the  convention  in  which  he  has  been  a  participant  the  wl^iole  time,  and 
to  which  he  says  he  has  listened  with  so  much  attention  and  pleasure, 
if  I  understand  him,  to  the  various  comprehensive  and  vahiable  docu- 
ments and  communications  which  have  been  made  here — that  he 
considers  anything  which  has  been  done  has  been  done  wrong.  I 
hope,  however,  that  he  is  the  only  member  of  the  convention  who  enter- 
tains that  opinion.  We  have  divided  the  subjects  of  insurance  and 
allotted  the  different  branches  of  it  to  the  consideration  of  the  proper 
committees ;  these  committees  have  attentively  and  assiduously  consid- 
ered those  subjects  in  their  various  bearings,  and  many  of  them  are  not 
yet  ready  to  report  the  full  result  of  their  labors ;  and  when  they  do, 
there  will  have  been  done  a  work  for  this  convention,  and  for  the  insur- 
ance public  of  this  country,  which  has  never  been  done  before.  We 
had  to  undertake,  and  we  have  undertaken,  the  consideration  of  highljr 
important  subjects,  and  the  collating  of  facts,  and  we  have  drawn  out 
the  expression  of  opinions.  We  have  elicited  from  the  first  underwriters- 
of  this  country  opinions  which  are  valuable  to  this  great  business- 
interest. 

What  the  states  have  done  is  a  mere  matter  of  reading.  But  we  are 
trying  to  see  what  we  ought  to  do,  as  men  having  some  special  interest 
in  this  business.  We  can  find  out  whether  the  states  have  legislated  con- 
trary to  the  interests  of  insurance  as  we  conclude,  in  our  humble  opinions, 
that  those  interests  demand.  If  we  have  any  proposed  statutes  to  recom- 
mend, to  recommend  them.  That  is  all  we  can  do.  We  understand  that. 
We  do  not  propose  to  take  the  statutes  of  any  state  and  assume  a  power 
which  we  have  not  and  which  any  child  knows  we  have  not.  All  we  can 
do,  and  all  we  propose  to  do,  is  to  make  up  our  own  minds  as  to  what 
are  the  true  interests  of  the  public  in  connection  with  the  business  of 
insurance,  and  as  to  what  we  ought  to  demand  in  respect  to  legislation, 
and  in  respect  to  the  supervisory  action  of  the  different  states.  Having^ 
made  up  our  minds  on  these  great  questions,  we  propose  to  promulgate 
a  document  recommending  action  to  the  legislatures  of  the  different 
states  where  action  is  necessary,  and  recommending  the  rescinding  of 
action  which  has  been  taken,  where  such  action  has  been  taken,  as  we 
think,  contrarpr  to  the  true  interests  of  the  people  and  the  insurance 
branch  of  business  of  the  country.    Now,  I  say,  it  was  not  necessary,  or 
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«t  all  essential,  that  we  should  get  together,  and  each  man  having  the 
laws  of  his  own  state  in  his  hand,  merely  see,  when  each  pl-oposition 
came  up,  where  it  dashed  with  the  legislation  of  his  state.  So,  in  resard 
to  this  question  of  blank  form  of  statement  I  take  it  that  this  form 
which  we  have  before  us  is  sufficiently  comprehensive  to  cover  everj 
requirement  of  any  law  of  anj  state  in  this  union ;  but,  if  not,  it  is  no 
matter,  we  propose  to  devise  what  we  consider  the  right  form  for  the 
states  to  allow  their  officers  of  insurance  to  promulgate. 

Mr.  Krlsby — Will  the  gentleman  excuse  me  one  moment?  You  will 
remember  jour  committee  so  far  called  attention  to  that  fact,  that  states 
which  were  required  to  make  some  change  in  that  blank,  bv  special 
statutory  regulation,  could  do  so  without  impairing  the  general  effect  of 
the  blank. 

Mr.  MiLLBR — I  receive  with  great  pleasure  the  suggestion  of  the 
ehairman  of  the  committee  on  blanks,  I  have  no  doubt  it  will  soon 
be  illustrated  when  we  have  this  printed  form  in  our  hands.  That  com- 
mittee, with  great  patience,  and  with  great  ability,  has  done  the  work 
which  has  been  intrusted  to  them.  They  have  had  their  eyes  open,  not 
only  to  the  necessities  of  the  case,  and  to  the  legislation,  not  only 
of  their  own  states,  but,  I  take  it,  to  the  state  of  my  distinguished 
friend,  of  this  state,  and  of  all  the  other  states.  If  not,  it  is  not  so 
great  a  matter.  If  there  is  any  particular  in  which  an  existing  statute 
•of  a  state  requires  some  item  not  included  in  this  blank,  it  is  a 
simple  matter  for  the  officer  of  that  state,  while  that  law  exists,  to  insert 
it.  The  duty  and  effort  of  that  committee  was  to  produce  blank  forms  of 
statements  here,  such  as  will  elicit  the  true  condition  of  companies  with 
as  little  annoyance,  perplexity,  and  cost  of  labor  to  the  companies  as  is 
consistent  with  the  highest  regard  to  the  public  safety.  That  is  what 
we  are  trying  to  do  wiUi  this  question  of  blanks,  as  I  understand  it.  It 
is  not  merely  to  accommodate  the  blank  to  existing  laws,  but  it  is  to 
accommodate  the  blank  to  the  great  wants  of  the  business  public  as 
connected  with  insurance,  and  then  by  recommendation  and  by  effort  to 
{rj  and  bring  legislation  to  that  standard.  This  work  may  go  for  noth- 
ing, but  it  certainly  will  not  if  we  all  adhere  and  persevere  with 
determination  in  the  work  which  we  have  set  before  us  to  accomplish. 
Now,  gentlemen,  in  respect  to  this  question  of  adjournment,  I  hope 
that  at  least  Friday — I  should  prefer  Saturday— will  be  named,  if  any 
shall  be  named,  for  the  day  of  adjournment,  but  as  I  have  offered  the 
amendment  which  is  now  before  the  convention,  naming  Friday,  and 
Mr.  Sksbls,  representing  California,  has  suggested  another  amend- 
ment. I  would  accept  and  adopt  his  amendment — that  when  this  conven- 
tion adjourns  it  shall  adjourn  till  October. 

Gentlemen,  I  for  one,  wish  to  say  another  thing  on  the  place  of 
meeting.  I  wish  it  distinctly  understood,  that  I  suggested  Chicago  as  the 
place  for  the  adjourned  meeting.  I  wish  it  distinctly  understood  that, 
the  suggestion  of  re-assembling  in  this  city  never  came  from  the  repre- 
sentatives of  the  state  of  New  York ;  and  this  committee  have  adopted 
this  place  as  the  place  of  meeting  without  any  consultation  with  me,  and 
without  any  intimation  from  me  that  it  would  be  agreeable.  Therefore, 
I  hope  that  the  gentlemen  will  not  consider,  for  a  single  moment,  that  I 
have  had  any  hand  in  that;  but  I  shall  cheerfully  go  for  the  re-assem- 
bling at  any  time  and  at  any  place  that  will  suit  the  convenience  of  the 
greatest  number  here  present,  and  will  also  serve  the  general  conve- 
nience. Gentlemen,  do  not  come  here  under  any  constraint.  Let  us 
meet  when  public  interest,  and  where  general  convenience  of  the  conven- 
tion will  be  best  served.  I  will  go  to  Chicago,  or  St^  Louis,  or  Topeka, 
or  any  other  place  to  carry  out  the  objects  of  the  convention.  But  if  vou 
will  stand  with  me,  gentlemen,  hand  in  hand,  until  we  have  arrived  at 
some  different  conclusion,  on  all  these  subjects,  I  do  not  believe  that  any 
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of  you  will  ever  regfrct  having  assembled  here  in  this  convention,  or 
having  agreed  to  re-assemble  and  continue  in  session  until  a  completed 
work  has  been  turned  out.  I  believe  that  your  own  companies  will 
endorse  fully  your  action  in  this  matter;  and  that  you  will  be  satisfied  if 
jou  have  contributed  in  the  slightest  degree  to  produce  that  uniformity 
which  we  hope  will  be  the  result  of  our  labors ;  that  you  will  be  satisfied 
with  the  result  of  our  labors ;  thatyou  will  be  satisfied  that  it  is  one  of  the 
best  works  in  which  you  have  ever  been  engaged. 

Mr.  Brinkerhoff — I  desire  to  say,  Mr.  President,  in  support  of  the 
resolutions  which  this  committee  have  presented  to  this  convention,  that 
to  far  as  the  day  of  adjournment  is  concerned,  it  is  an  immaterial  mat- 
ter— that  the  committee,  after  consulting  with  a  very  large  number  of 
the  delegates,  found  that  in  all  probability  by  Thursday  night,  at  the 
furthest,  so  many  delegates  would  go  home,  that  on  Friday  morning 
there  would  not  be  a  quorum.  And  I  think  if  the  members  of  the  con- 
vention look  round  tliey  will  find  that  this  is  true,  and  that  by  Friday 
morning  there  will  not  oe  over  ten,  possibly  eleven  delegates  here — if 
that  many.  I  have  no  feeling  on  the  subject  whatever ;  neither  has  any 
one  of  the  committee,  except  that  some  of  us  must  go  home.  We  must 
do  that  whether  the  adjournment  is  fixed  for  to-morrow  or  Saturday. 
Many  of  us  arc  come  unprepared  to  stay  longer  than  a  week;  some  of 
us,  as  I  understand,  not  to  stay  a  week,  not  to  stay  over  three  or  four  days. 
We  did  not  suppose  it  would  be  necessary  to  stay  over  that  time,  to  inau- 

f  urate  the  work  of  the  convention.  But  we  have  staid  here  eight  days, 
t  will  be  nine  days  to-morrow  evening.  We  find  that  we  have  enough 
subjects  presented  to  us ;  and  we  have  heard  enough  on  the  difi^erent 
subjects  which  are  before  the  convention,  to  keep  us  thinking  some  time. 
Mr.  W.  E.  Harvey — It  is  almost  half-past  twelve,  as  I  am  warned  by 
the  clock;  and  I  will  make  my  remarks  to  the  point.  I  have  one  objec- 
tion to  adjourning  on  Saturday;  because  we  will  have  no  quorum 
for  to-morrow.  So  far  as  the  place  of  meeting  is  concerned,  the  com- 
mittee did  not  consult  the  honorable  gentleman  from  New  York,  Mr. 
Miller.  But  as  the  meeting  had  been  called  here  at  first,  and  as  the 
meeting  this  fall  is  nothing  but  an  adjourned  meeting,  we  thought 
it  best  to  hold  the  adjourned  meeting  or  session  in  the  same  place  diat 
the  first  meeting  was  called.  I  now,  as  the  representative  from  Illinois, 
put  in  the  claim  that  next  year,  if  this  convention  be  made  permanent, 
we  meet  in  the  city  of  Chicago. 

Mr.  Webb — I  may  have  been  very  unfortunate  in  expressing  myself, 
as  I  am  sometimes.  But  I  did  not  intend  to  include,  in  my  remarks 
concerning  the  work  of  the  convention,  any  of  the  papers  or  reports 
from  the  distinguished  gentlemen  who  have  furnished  us  with  informa- 
tion— for  which  I  feel  thankful  myself— and  which,  indeed,  have  been 
very  gratifying  to  us. 

I  do  not  regard  that  as  by  any  means  beginning  at  the  wrong  end; 
but  in  regard  to  the  work  of  this  convention,  so  far  as  the  suggestions 
of  uniform  legislation  are  concerned, — a  work  which  necessarily  grows 
out  of  the  various  supervisory  departments  under  the  present  legisla- 
tion,— I  entertained  the  opinion  which  I  expressed — that  we  are  beginning 
at '  the  wrong  end.  I  still  entertain  that  opinion ;  but  as  it  has 
now  been  sugp^ested  by  the  chairman  that  this  is  no  time  to  discuss  this 

Suestion,  I  will  not  trespass  on  the  good  nature  of  the  convention  at 
(lis  hour,  by  any  further  explanation. 

Mr.  A.  F.  Harvey— I  am  admonished  by  the  hand  of  the  clock  that  I 
must  speak  briefly.  But  as  my  friend  from  Kansas  (Mr.  Webb),  has 
intimated  that  he  is  the  western  represeniative,  I  may  say  that  I  am  from 
a  section  which  is  by  latitude  just  six  miles  west  of  him.  The  only 
gentleman —  k 

Mr.  Webb — He  lives  four  hundred  miles  east  of  me  I 
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Mr.  A.  F.  Harvey— The  only  gentleman  west  of  me  it  Mr.  Skeels, 
from  California,  who  is,  I  believe,  a  citizen  of  New  York. 
Mr.  Skbbls — I  am  a  proxy, 
i  I  Mr.  A.  F.  Harvey— I  am  a  proxy,  too.  I  am  here  from  the  little  one-horse 

/  state  of  Nebraska.     I  wish  to  state  this,  in  lieu  of  any  other  speech  that 

I  may  make — that  instead  of  beginning  this  convention  at  the  wrong 
end,  I  came  here  with  my  mind  made  up  as  to  what  was  to  be  done, 
what  it  was  necessary  to  do,  how  I  should  vote,  and  so  on.  But  I  found 
out  after  I  came  here  that  I  would  have  voted  wrong  every  time. 
[Laughter.] 

Mr.  NoYES — One  single  word.  I  do  not  consider  that  the  committee 
could  possibly  suggest  anyplace  to  meet  on  adjournment,  except  the  city 
of  New  York,  after  the  generous  hospitalities  of  the  insurance  companies 
of  this  city.  Now,  I  consider  that  the  committee  made  a  ver^  delicate 
and  a  very  proper  recognition  of  the  hospitalities  of  those  msurance 
companies,  by  suggesting  in  the  resolution  that  the  convention  adjourn- 
ment should  be  held  here.  And,  therefore,  it  is  impossible  to  talk  of  iU 
being  held  anywhere  else. 

Mr.  Spencer— I  have. occupied  four  or  five  minutes  altogether  in 
speaking  in  this  convention  since  we  first  commenced  our  session ;  but  I 
would  like  to  make  a  very  few  remarks.  I  ask  the  indulgence  of  the  con- 
v«ntion  for  that  purpose,  and  my  remarks  will  be  entirely  of  a  personal 
character.  I  refer  to  the  fact,  that  I  shall  be  unable  to  be  present  after 
this  days*  sessions.  When  I  received  notice  from  the  superintendent  of 
insurance  of  New  York,  suggesting  this  meeting,  I  promptly  forwarded 
to  him  my  views  in  regard  to  the  matter.  I  said  that  I  had  no  doubt  it 
would  be  a  success ;  and  I  am  still  of  that  opinion.  Still  I  must  say  that 
I  sympathize  with  the  views  of  the  jgjentleman  from  Kansas,  Mr.  Webb, 
in  some  respects.  In  reference  particularly  to  this  matter,  it  strikes  me, 
although  the  matter  in  regard  to  the  uniformity  of  blank  statements  is 
the  great  question— is  the  great  subject  for  which  all  have  met,  and  of 
great  importance— it  strikes  me  that  the  matter  should  be  the  last 
matter  for  consideration.  The  adoption  of  the  uniform  statements 
or  returns  on  the  part  of  companies  should  be  the  last  thing  that 
we  should  do,  as  a  convention,  this  year.  I  am  in  favor  of  the 
adjournment  of  this  convention,  and  I  am  in  favor  of  its  being  in  New 
York ;  I  am  very  much  pleased  with  New  York,  as  represented  by  the 
committee  from  the  Chamber  of  Commerce,  and  from  the  B  oard  of 
Underwriters,  and  from  the  life  insurance  companies  of  the  city.  I 
think  that  the  remarks  that  we  have  listened  to  from  these  gentlemen, 
•  the  communications  that  we  have  received  from  these  different  parties 
through  them,  have  been  of  great  and  incalculable  advantage  to  us, 
as  members  of  this  convention.  ,       ,..    r    .u  ...... 

And,  sir,  allow  me  to  say,  that  there  is  a  locality  further  east,  which 
would  be  a  fine  place  for  the  assembling  of  this  convention— and  that  is 
the  dty  of  Providence,  the  capital  of  the  smallest  state  of  the  union,  as 
regards  territory,  but  not  the  smallest  as  regards  its  resources  or  its 
^^Itli allow  me  to  say  it  with  all  due  delicacy.  "And,  sir,  if  this  conven- 
tion would  accept  an  invitation  from  the  representative  of  that  state,  to 
meet  in  the  capital— in  Providence— we  would  give  you  what  I  think, 
judging  from -the  capacity  that  we  have  shown  at  entertainments  that 
have  gone  before— we  would  give  you  a  genuine  llhode  Island  clam 
bake.     [Laughter  and  applause.]  ^      ^      .        ^  ^  _.  ^      ^ 

The  question  was  then  taken  on  the  adoption  of  the  amendment  offered 
by  Mr.  Skeels,  of  California;  and  carried. 

The  question  was  then  taken  on  the  adoption  of  the  resolutions  aa 
amended  and  carried. 

The  convcnlton  then  adjourned  till  Thursday  mocning  at  ii  A  M. 
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Nkw-York,  yune  i,  1871. 

The  convention  re-assembled  at  11.30  A.M.,  the  president.  Superintendent 
Miller,  in  the  chair. 

On  motion  of  Dr.  Atchison,  it  was  resolved  to  limit  the  speeches  of  delegates 
to  five  minutes  each  during  the  remainder  of  the  convention. 

Re-insuranck  Reserves  on  Fire  Risks. 

Mr.  C  C.  Hins  was  then  introduced,  and  read  the  following  paper  on 
** Re-insurance  Reserves  on  Fire  Risks:  " 

What  is  the  proper  basis  for  reinsurance  reserves  on  fire  risks,  short  term, 
annual,  and  lon^  term  ? 

There  is  less  mtricacy  in  the  calculation  of  fire  reserves  than  in  those  of  life. 

The  amount  charged  for  a  fire  insurance  is  the  agreed  price  0/ insuring  the 
risk  for  the  term  named  in  the  policy ^  plus  expenses,  of  course.    This  is  the 
vital  distinction  between  fire  and  life  insurance,  so  far  as  the  calculation  of  - 
reserves  goes. 

It  is  worth  just  as  much  to  make  a  reinsurance  on  a  risk  for  its  unexpired 
term  as  it  is  to  make  an  original  insurance  for  the  same  term. 

It  is  worth  as  much  to  insure  a  certain  sort  of  risk  one  year  as  another.  It 
is  worth  five  times  as  much  to  insure  it  five  years  as  to  insure  it  one  year.  It  is 
worth  half  as  much  to  insure  it  half  a  year  as  a  whole  year.  Nevertheless, 
short  rates,  as  we  call  them,  are  charged  for  terms  less  than  a  year,  (short  rate 
is  a  misnomer,  however,  because  the  rate  for  a  period  less  than  a  year,  instead 
of  being  "short"  of  the  pro  rata  of  annual  rate,  is  a  large  advance  upon  itt) 
and  less  than  five  times  the  annual  rate  is  charged  for  a  five-jrear  policy.  This, 
however,  is  because  it  is  as  much  expense  and  trouble  to  survey  a  risk,  and 
issue  and  audit  a  five-day  policy  upon  it  as  one  for  five  years,  ^xAper  contra^  no 
more  for  the  five-year  than  for  the  five-day  policy.  Retail  prices  are  higher  on 
the  same  goods  than  wholesale,  the  world  over,  and  vice  versa.  These  fiicts 
are  accept^  as  fundamental  b]^  the  fire-insurance  people,  and  if  they  are  borne 
in  mind,  will  simplify  the  solution  of  the  question  of  nre  insurance  reserves. 

IVe  must  assume,  for  the  purpose  of  calculating  reserves,  that  the  rates  of  pre* 
mium  charged  by  the  Omtpanies,  are  adequate  rates.  These  rates  vary  in  dmer- 
ent  looUities,  being  influenced  by  the  construction  of  buildings,  the  width  of 
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streets,  the  eflkiency  of  fire  departments,  the  supply  of  water,  the  police,  the 
state  of  trade  and,  too  frequently,  the  vigor  of  competition  among  those  who 
seek  the  business.  There  hare  never  been  any  '*  mortality  tables  "  made  up 
from  the  combined  experience  of  fire  companies.  The  materials  therefor  have 
not  been  deemed  congruous  by  those  who  have  classified  them.  In  point  ot 
hct,  one  company  may  be  actually  charging  rates  that  yield  a  handsome  profit 
and  another  may  he  doine  the  opposite,  but  there  is  no  accepted  standard,  and 
we  will  be  compelled  to  leave  tne  (question  of  the  adequacy  or  inadecpacy  of 
rates  charged  by  particular  companies  for  the  logic  of  events  to  deade,  and 
assume  that  they  are  correct,  for  the  purposes  of  ddculating  reserves. 

fVka'  particHf  then,  of  the  premiums  on  unexpired  risks  should  be  reserved  for 
reinsurance  t  The  old  New- York  rule  has  received  the  endorsement  of  many 
of  the  best  minds  in  the  profession,  and  is  Undoubtedly  as  equitable  as  any  that 
has  been  practiced  It  is  simply  fifty  per  cent  of  the  premiums  on  unexpired 
risks  having  one  year  or  less  to  run,  and  a  pro  rata  of  the  premiums  on  policies 
having  mare  than  one  year  to  run, 

Ab^lute  accuracy  would  be  attainable  only  by  a  seriatim  pro  rata  calculation 
upon  aM  the  policies,  but  this  would  be  a  very  great  labor,  as  many  of  the  larger 
companies  issue  firom  sixty  to  eighty  thousand  poliQes  per  annum,  and  absolute 
accuracy  has  never  been  held  to  be  essential,  because  tne  contracts  for  fire  in- 
surance, unlike  those  of  life,  are  short.  It  is  thought  by  some  that  they  do 
not  average  a  vear,  the  short  risks  on  grain,  cotton,  pork,  merchandise  on  the 
.  wharfe,  cc.,  lor  five  to  ninety  days,  balancing  the  dwelling-house  contracts 
which  are  for  three  to  five  years  in  many  instances.  Hence,  only  an  approxi- 
mate accuracv  in  the  calculation  of  reserves  has  been  held  to  be  necessary. 

The  annual  policies  issued,  prior  to  July  1st,  would  have,  when  the  end  of 
the  year  was  reached  where  the  reserves  are  calculated,  less  than  six  months  to 
run;  those  issued  after  July  1st  would  have  more  than  six  months  to  run; 
but  it  is  assumed  that  the  average  unexpired  term  of  pending  annual  poli- 
cies is  one-half  the  year,  and  hence  that  ftfty  per  cent  of  the  original  premium 
is  the  proper  liability  for  reserves  on  such  policies.  Short  term  poUcies  pend- 
ing December  31st,  are  included  in  the  same  rule,  th^ir  average  in  a  current 
business  being  also  one  half. 

Exceptions  to  this  rule  ore  found  in  a  new  company,  or  one  whose  business 
is  n4>idiv  increasing  month  by  month,  and  in  a  company  that  has  ceased  busi- 
ness and  is  letting  its  risks  expire.  In  the  first  case,  the  average  unexpired 
time  would  be  much  more  than  half-a-^ear.  In  the  latter  case  it  would  be 
much  less ;  and  the  amount  actually  reqmrcd  to  re-insure  would  be  very  differ- 
ent in  the  two  cases. 

Long  term  policies,  if  the  business  were  a  settled  one,  and  had  been  prose- 
<»ted  by  a  company  for  five  years  or  more  with  tolerable  regularity,  could  be 
disposed  of  in  the  same  way ;  but  this  business  is  one  that  has  attracted  more 
and  more  attention  from  the  companies,  and  has  been  steadily  on  the  increase 
for  a  number  of  years,  so  that  even  in  the  older  companies  it  would  perhaps  not 
be  correct  to  put  them  upon  the  fifty  per  cent  basis.  They  should  be  grouped 
according  to  tne  periods  for  which  they  were  issued,  and  the  dates  of  their  expi- 
rations ikdpro  rata  calculations  made  upon  them  accordingly. 

The  result  of  calculations  on  the  basis  of  fifty  per  cent  has  been  found,  by 
observation,  to  be  about  forty  per  cent  of  the  premiums  received  in  a  given 
year,  and  that  has  been  adc^ted  in  some  cases  as  the  measure  of  the  reinsur- 
ance fund.  When  we  remember,  however,  that  it  includes  in  its  basis  the  pre- 
miums on  expired  risks  (short  business  done  within  the  year),  we  conclude  that 
the  fbrtv  per  cent  is  rather  a  coincidence  than  a  mathematical  basis  for  calcu- 
lating the  reserves.  Nevertheless,  it  is  a  check  of  great  value.  If  fifty  per 
cent  of  premiums  on  unexpired  risks  be  adopted  as  the  general  basis,  there 
should  be  a  proviso  that  the  sum  reached  by  such  calculation  should  not  be  less 
than  fortjr  per  cent  of  the  premiums  received  during  the  year;  some  of  the 
best  men  in  the  profession  say  forty-five  per  cent. 

Many  of  the  better  companies  keep  general  expiration  books,  in  which  all 
their  business,  local  and  agency,  is  written  up  day  by  day.    From  these  they 
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can  tell  what  their  expirations  are  for  each  day  in  the  current  year,  and  (on  lon^^ 
business)  for  each  day  in  the  years  beyond.  Something  nearer  absolute  accu- 
racy in  the  calculation  of  reserves  could  be  reached  by  a  requirement  that  all 
companies  should  keep  such  expiration  books,  showing,  among  other  things, 
the  amount  of  premiums  on  the  expirations  of  each  dav.  By  a  pro  rata  calcu- 
lation on  diese  daily  footings  a  result  could  be  reached  much  nearer  mathe- 
matical accuracy  than  by  any  system  now  in  voeue. 

The  address  of  Mr.  Hine  was  referred  to  tne  committee  on  valuation  and 
reserve. 

Address  of  Thomas  S.  Lambert. 

Mr.  Kelsey  moved  that  Thomas  S.  Lambert,  president  of  the  American 
Popular  Life  Insurance  Company,  be  requested  to  address  the  convention. 
Carried. 

Dr.  Lambert  th^n  spoke  as  follows : 

Mr,  President  and  GentUmen  of  the  Convention : — In  the  remarks  which  I 
shall  make  to  you,  I  desire  to  be  considered  as  representing  not  specially  the 
company  of  which  I  am  president,  but  a  class  of  ideas,  the  importance  of 
which  is  so  great,  and  in  Which  I  feel  so  deep  an  interest  that  I  wish  to  lay 
aside  all  personal  feeling,  and  address  you  from  a  purely  scientific  standpoint. 
Every  one  who  has  had  the  privilege  of^ observing  tne  proceedings  of  this  con- 
vention, must  have  been  profoundly  impressed  with  the  honorable  spirit  of 
inquiry,  mutual  concession  and  mutual  respect  which  inspires  its  inmvidnal 
members,  and  the  happiest  results  must  flow  from  its  sessions. 

I  speak  to  you,  gentlemen,  as  what  I  shall  term  a  "  hygienic  actuary,"  that  is 
to  say,  as  one  who  combines  a  knowledge  of  the  science  of  life  with  that  of 
actuarial  mathematics,  and  who  is  thereby  enabled  to  measure  correctly  the 
probable  length  of  healthy  lives — usually  called  "insurable" — just  as  the 
pathological  actuary  can  estimate  the  probable  length  of  insured  lives. 

I  may  dwell  upon  this  point  as  one  of  the  class  of  ideas  that  I  wish  to  pre- 
sent before  you.  The  functions  of  a  hvgienic  actuary,  to  be  most  eflecttve, 
should — indeed,  must — ^be  combined  in  the  same  person.  It  is,  in  fact,  almost 
impossible  to  separate  them  entirely,  and  have  each  performed  by  distinct  per- 
sons. When  tms  is  attempted,  as  is  generally  the  case,  we  often  find  the 
medical  examiner  arguing  upon  the  probable  length  of  life  of  an  applicant,  and 
conjecturing  his  rational  expectation.  We  perhaps  still  oftener  nnd  actuaries 
busv  with  the  problems  of  life,  not  mathematically  only,  but  deeply  interested 
in  legitimately  and  logically  developing  and  applying  the  science  of  life, 
making  correct  and  useful  observations  and  deductions  based  upon  the  fiurts 
of  actual  life,  brought  under  their  notice  or  forced  upon  their  attention.  Mr. 
Homans,  in  bis  admirable  paper  before  the  Social  Saence  Association,  exhib- 
ited a  great  truth  that  I  have  always  maintained :  that  men,  in  insuring,  are 
very  much  governed  by  their  instincts;  and  he  illustrated  the  important  met  by 
showing  that  applicants  usually,  or  upon  an  average,  instinctively  choose  those 
lands  of  policies  which  are  most  for  tneir  interest. 

There  is  no  objection  to  having  the  mere  mechanical  work  of  either  function 
performed  by  distinct  persons  experts  in  but  one.  A  medical  examiner  may  be 
Ignorant  of  actuarial  mathematics,  yet  competent  to  distinguish  sound  nt>m 
unsound  applicants.  But  if  he  does  not  know  the  expectation  of  an  appli- 
cant's age,  nor  what  it  will  cost  to  insure  a  class  of  such  persons,  he  certainlv 
goes  beyond  his  province  when  he  recommends  a  person  as  "insurable."' 
Often,  when  such  an  opinion  has  been  given,  an  examiner,  being  asked,  has 
replied  that  he  did  not  Imow  what  the  "  expectation  "  of  the  person's  age  was  ; 
and  when  told,  and  asked  if  the  party  would  live  as  long  as  the  expectation, 
has  quickly  replied,  **  Not  a  single  chance  for  it !  " 

In  the  same  manner  the  mathematical  actuary  would  often  vary  his  compu> 
tations  materialVv,  if  he  fully  realized  the  probabilities  of  a  dass  of  lives  similar 
to  the  one  for  wnich  he  is  computing  a  premium.  Suppose  the  person  to  be 
thirty  years  of  age,  and  the  actuary  to  be  informed  that  ne  is  insurable  for  not 
more  than  fifteen  years,  the  actuary  would  not,  as  is  generally  done,  give  hixA 
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a  ''combined  term  and  endowment*'  "fifteen-year  poUcy"  as  at  thirty,  the 
premiQins  of  which  are  computed  as  for  one  whose  *<  expectation  "  is  thirty 
years ;  bat  the  actuary  would  enforce  upon  such  a  person  a  premium  as  at 
nft^-six  years  of  age,  which  has  an  **  expectation  "  of  fifteen  years,  during 
which  the  ratio  of  the  Ihring  and  dying  will  usually  be  similar  to  the  probabili- 
ties  of  the  person  of  thirty,  who  has  but  fifteen  years  probably  before  him.  If 
the  actuary  gives  him  the  premium  of  thirty,  no  matter  of  what  kind  of  policy, 
it  is  too  low ;  and  in  this  way  tens  of  thousands  ot  applicants  have  been  insured 
at  premiums  that  are  sure  to  net  a  loss  to  the  companies  that  have  thus  done 
their  business. 

It  will  be  just  as  scientific  and  proper  to  give  him  an  annual  for  life-payment 
policy,  as  it  IS  to  give  him  a  term  and  endowment  at  thirty.  There  is  no  objec- 
tion to  giving  either  at  fifty-six,  for  the  premium  of  that  age  in  each  case  is  a 
premium  for  fifteen  years  at  the  close  of  life.  True,  there  are  exceptional 
cases  in  which  persons  at  thirty,  bavine  but  fifteen  years  to  live,  probab^have 
no  more  probability  of  dyine  during  that  time  than  the  average  of  people  at 
thirty,  but  that  is  not  the' rule. 

•  The  applications  to  a  company  should  pass  not  only  under  the  critical  eye  of 
an  exammer  and  that  of  an  actuary,  but  be  subjected  to  the  analysis  of  a  per- 
son in  whom  both  functions  are  combined.  In  other  words,  actuaries  should 
become  students  of  the  science  of  life ;  and  examiners  at  the  central  office 
should  not  have  their  duties  merely  incidental  to  a  general  practice,  but  should 
be  devoted  to  them  exclusivelv,  and  fitted  for  them  by  aading  to  a  thorough 
knowledee  of  life  a  eood  knowledge  of  actuarial  mathematics. 

I  will  briefly  touch,  sinely  and  collectively,  upon  only  three  other  of  the 
dasses  of  ideas  to  which  I  have  referred : 

1st.  The  stock  idea. 

2d.  The  mortality  idea. 

3d.  The  interest  basis  of  valuation ;  all  of  which  bear  very  strongly  upon  the 
security  of  Ufe  insurance. 

A  very  incorrect  idea  seems  to  prevail  generally  in  regard  to  the  meaning  of 
the  word  **  stock  "  as  applied  to  a  company.  Some  suppose  that  this  name 
excludes  any  making  of  returns  or  dividends,  and  that,  if  they  are  made,  a 
company  becomes  "  mixed  "  if  it  has  a  capital,  and  **  mutual  **  if  it  has  not  a 
capitaL 

This  is  a  serious  error,  leading  to  a  very  pernicious  misunderstaodine  and 
conclusion.  The  fact  is,  most  "  stock  '*  companies  do  make  returns  and  divi- 
dends; for  the  ** return  premium  policy*'  exhibits  a  return  or  dividend  by 
increase  of  insurance,  etc.  The  great  truth  is,  that  whether  a  company  is  stock 
or  not,  depends  upon  the  use  made  of  its  capital. 

If  the  true  character  of  a  stock  company  was  understood,  much  misapprehen- 
sion would  be  removed ;  for  it  is  evidenUy  not  intended  nor  desirable  that  its 
capital,  nor  any  part  of  it,  should  remain  on  hand ;  for  it  is  by  this  use  of  the 
capital  that  it  is  aole  securely  to  make  its  premiums  lower  than  those  of  **  mutual'* 
and  <' mixed**  companies,  which  permanentiy  invest  no  part  of  a  capital,  but 
make  premiums  large  enough  to  cover  all  cost  of  insurance.  Indeed,  is  it  con- 
sistent to  say  that  any  part  of  the  capital  of  a  stock  company  should  be  reserved 
for  security  of  the  policies,  when  the  reserves  legally  required  upon  them  are 
sufficient  ?  If  they  are  not,  let  the  basis  of  computation  be  correcte<f;  but  do 
not  say  Uiat  a  reserve  of  a  per  cent  of  capital  is  needed.  A  larger  capital  than 
is  needed  for  constructioti  of  business  is  not,  of  course,  desirable,  as  it  is  an 
expense  if  unused,  and  had  better  be  withdrawn  for  a  more  active  use  ;  and  if 
used  for  the  purpose  of  constructing  business,  or  to  make  good  the  reserves  for 
the  time  being,  it  is  not  properly  to  be  called  impaired,  but  invested.  If  any 
part  of  it  must  be  reserved,  it  is  evident  it  should  not  be  a  per  cent  of  the 
whole,  but  a  per  cent  of  the  business,  since  it  is  supposed  to  be  reserved*  to 
secure  business. 

If  such  additional  reserve  of  capital  be  regarded  as  essential,  one  of  the  chief 
advantages  of  a  stock  company  m  favor  of  security  will  be  cast  aside ;  since 
the  lower  premiums  that  the  construction  use  of  capital  permits  attracts  the 
best  class  of  lives. 
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For  example :  if  a  first-class  risk  of  twenty-five  years  of  age  finds  his  premium 
upon  $  1,000  will  be  $20  annually  for  life,  he  a^  once  computes  at  full  interest, 
the  fiiU  amount  to  be  paid  by  him,  if  living  as  long  as  his  oldest  ancestor  did,  and 
is  surprised  at  the  magnitude  of  the  result  compared  with  the  littleness  of  the 
assurance,  even  if  increased  by  the  most  liberal  suppositions  ever  made  by  an 
ageut,  and  he  turns  from  insurance  with  dfsgust ;  wtiile  only  inferior  risks  will 
gladly  pay  the  $20;  $15  would  be  more  attractive  to  the  best  class,  especially 
if  there  was  also  a  hope  of  an  after-return  to  the  long-lived.  As  good  business 
would  thus  be  secured,  inferior  risks  would  be  discarded,  or  enforced  to  pay  an 
adecjuate  premium.  While,  if  the  premiums  are  large,  the  necessity  for  doing 
business,  and  the  belief  that  the  premiums  are  large  enough  to  cover  almost  any 
case,  tend  to  load  a  company  with  inferior  risks.  That  is  to  say,  the  lower 
premiums  of  stock  companies  would  be  likely  to  attract  and  secure  a  larger 
proportion  of  superior  risks ;  while  the  larger  premiums  of  "  mutual "  and 
"mixed"  companies  would  tend  to  secure  nsks  that,  after  a  little  time,  will 
produce  an  unfavorable  mortality ;  while  the  apparent  large  surplus  produced 
for  a  few  years,  bv  large  premiums,  encourages  a  lavish  expenditure. 

But  the  stock  idea  also  tends  to  a  better  selection,  because  of  the  pecuniary 
interest  concerned  in  producing  a  low  mortality.  Especially  will  this  be  the 
case  if  all  the  agents,  examiners,  etc,  concerned  in  making  a  policy  have  an 
abiding  pecuniary  interest  in  the  transaction,  which  should  always  be  the  case. 

One  of  the  ideas  that  I  would  urge  is,  that  no  flat  commissions  or  brokerage 
should  be  given  to  an  agent,  but  tmit  every  agent,  every  official,  and  especially 
every  examiner,  should  nave  a  pecuniary  interest  in  the  result  of  every  case  he 
assists  in  insuring. 

But  it  may  be  asked :  can  the  mortality  of  a  company  be  controlled  to  any 
practical  extent  ? 

This  leads  us  directly  to  our  second  practical  idea,  important  not  only,  but 
essential  to  security — 1.  ^.,  methods  of  securing  a  favorable  mortality  in  a  com- 
pany. 

Doubtless  every  member  of  this  convention  was  surprised,  as  everybody  is, 
when  he  first  learned  the  fsLCt  that  the  tables  of  the  experienced  mortality  of 
companies — actuaries',  American  experience,  etc.,  exhibited  a  greater  mortality, 
not  at  every  age,  but  in  the*  aggregate,  than  the  tables  of  the  mortality  of  the 
people  at  large — Carlisle,  Fanrs,  etc. ;  and  the  exclamation  generally  is,  what 
then  is  the  use  of  the  selection  made  by  the  companies  ?  But  it  is  supposed  that 
without  it  the  result  would  be  still  worse.  It  may  be  said,  in  excuse,  that  the 
tables  of  *'  experience  "  are,  in  truth,  made  with  a  larger  mortality  than  the 
fiicts  show,  in  order  to  allow  for  extraordinary  occasions.  While  this  is  doubt- 
less true  of  some  companies,  it  is  not  of  others,  which  evidently  have  a  greater 
mortality  than  any  published  experience  table  exhibits^ 

The  facts  upon  this  subject  of  mortality  show  that  it  is  the  most  important  of 
all  in  regard  to  security,  and  that  the  science  of  life  must  be  applied  to  the 
transaction  of  life  insurance  business,  or  it  cannot  permanently  prosper.  The 
science  of  life,  as  practically  applicable  to  insurance,  or  to  every-da^  business 
life  generally,  is  not  a  mystery,  nor  in  any  respect  occult,  but  is  easily  learned 
and  applied  by  any  apt  scholar  constitutionally  adapted  to  make  accurate 
observations  and  deductions.  Precisely  that  is  true  of  vitality  and  longevity 
indications,  which  in  the  following  extract,  is  tersely  expressed  by  the  editor  of 
TA^  New  York  Standard^  in  regard  to  the  subject  discussed  in  your  committee 
meeting.    He  says : 

"  The  debate  of  actuaries  in  the  presence  of  General  Smith's  committee  on 
valuations,  which  was  held  at  the  Fiftii  Avenue  Hotel,  on  the  evening  of  the 
sixth  day  of  the  session,  and  protracted  until  two  o'clock  in  the  morning,  was 
probablv  the  most  important  one  of  the  kind  ever  held.  It  resulted  in  proving, 
w^  think,  to  the  satisfaction  of  the  convention,  that  the  hitherto  supposed  mys- 
tery enveloping  the  business  of  life  insurance  is  in  fact  no  mystery  at  all,  and 
that,  by  the  exercise  of  a  little  common  sense,  all  the  rubbish  which  has  accum- 
ulated about  Ae  questions  of  the  rate  of  mortality  and  rate  of  interest  can  be 
swept  away,  and  the  ground  left  clear  for  future  business." 
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Your  blmnkst  gentlemen,  should  question  the  companies  upon  the  causes  of 
deaths  experienced,  and  compiled  tables  should  show  the  ratio  of  inherited 
constitutional  and  other  diseases  with  which  the  insured  die,  and  the  number 
of  premiums  each  deceased  person  paid.  If  you  shall  require  from  each  com- 
pany copies  of  blank  apphcations,  and  of  those  filled  by  appUcants  taken  at 
random  upon  numbers  that  you  shall  give,  you  may  be  able  to  compile  a  more 
perfect  application  than  those  of  any  company ;  and,  by  noticing  tne  applica- 
tions, vou  can  judge  at  least  somewhat  correctly  die  character  of  the  risks 
insured,  and  thus  reach  approximately  a  sound  judgment  upon  the  first  element 
of  security  in  a  company :  i.  ^.,  its  kind  of  risks ;  for  it  cannot  be  denied  that 
a  superior  class  of  risks  is  the  best  asset  that  any  company  can  possess,  since 
the  greater  the  number  of  future  premiums  leceivable,  the  less  tne  amount  of 
reserve  needed  in  addition,  to  equal  the  assurances  promised.  In  fact,  if  the 
future  premiums  receivable  will  more  than  equal  assurances,  even  a  negative 
reserve  is  not  only  compatible  with  solvency  and  perfect  security,  but  the  con- 
ditions permitting  this  negative  reserve  are  the  most  desirable  of  all  things  in 
life  insurance  toward  producing  prosperity  to  a  company  with  the  least  expense 
to  the  assured.  It  must  not,  therefore,  be  overlooked,  that  any  legal  assump- 
tion, that  ifi[nores  the  kinds  of  risks  insured,  fails  to  recognize  and  to  use  not 
only  one  of  the  most  valuable,  but  one  essential  means  of  indudne  security. 
You  may  reply  that,  however  important  this  matter  may  be,  it  would  be  too 
difficult — ^indeed,  utterly  impossible — to  examine  each  case  in  the  companies  so 
as  to  form  a  practical  judgment  upon  the  character  of  the  risks  insured,  that 
therefore  a  mortality  table  must  be  assumed  high  enough  to  cover  the  risks  that 
anv  company  will  have,  and  allow  each  one  to  do  as  much  better  as  it  can  or 
wilL  But  to  seek  security  without  ascertaining  the  character  of  risks,  appears 
like  the  play  of  **  Hamlet "  with  Hamlet  omitted.  In  fact,  this  plan  of  a  hiph 
assumption  cannot  but  thwart  the  very  object  in  view,  since  the  nigh  mortahty 
necessitates  a  high  premium,  repelling  the  best  risks,  which,  at  ordinary  pre- 
miums for  all  persons  insured,  are  the  only  salvation  of  the  company.  Take  an 
extreme  case  for  illustration.  If,  on  account  of  high  mortality,  low  rate  of  in- 
terest, heavy  loading,  or  all  combined,  a  person  of^thirty  years  of  age  should 
be  charged  a  premium  of  $ioo  per  $i,ooo  assurance,  annual  for  life-payments, 
would  he  accept  a  policy  unless  almost  sure  that  he  would  die  in  a  few  years  at 
farthest  ?  Of  course  not  Is  it  not  evident,  without  argument,  that  the  best 
risks  are  the  best  element  of  security  ?  Is  it  not  evident  that  whatever  attracts 
them  is  of  prime  importance  in  attaining  security?  Is  it  not  evident  that  laree 
premiums  will  repel  and  smaller  premiums  attract  the  probably  long-Uvea  ? 
Will  not,  then,  the  latter  induce  a  security  under  small  premiums,  which  will 
become  less  and  less  probable  the  higher  the  premiums  are  made  ?  And  will 
not  greater  reserves  be  necessary  vrhen  the  future  premiums  are  large,  than 
when  they  are  small,  if  they  have  attracted  extra  good  risks  ? 

If  the  character  of  the  risks  is  not  inquired  into,  but  assumed,  is  there  any 
use  of  going  fiurther?  May  not  everything  else  be  equally  well  assumed  to  be 
sufficient  ?  If  the  moral  and  intellectual  assets  of  a  company  are  assumed  to 
be  sufficient  in  regard  to  character  of  risks,  why  distrust  them  upon  matters  of 
less  moment  ?  If  the  risks  in  a  company  are  inferior  to  the  assumption,  is 
there  anv  security  ? 

May  I  not,  then,  argue  again  that  in  one  way  and  another  you  can  ascertain, 
and  easily,  for  all  practical  purposes,  if  a  company  is  insuring  risks  below  the 
mortality  table  upon  which  its  premiums  are  based? 

You  may,  for  instance,  inquire  bow  many  of  the  insured  of  each  company 
have  been  taken  upon  "combined  term  and  endowment"  policies,  or  upon 
five,  ten,  fifteen,  or  twenty  payments,  who  would  not  be  taken  upon  Uie  annual 
for  life-payment  at  the  same  age.  This  would  at  once,  in  some  cases,  reveal 
a  remarlcable  number  of  inferior  Kves,  which  are  now  assumed  by  tiie  depart- 
ments to  be  at  least  average  good.  Also,  you  might  ask,  how  manv  are 
insured  for  small,  who  would  not  be  for  large  amounts  ?  This  would  also 
assist  in  bringing  to  light  a  very  important  fact — i.  r.,  that  all  the  companies 
think  that  they  can  and  do  distinguish  differences  in  sound  and  insurable  lives. 
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although  most  of  them  do  not  express  the  feet  in  a  very  scientific,  and  certainly 
not  in  a  very  equitable  manner. 

This  fact  of  distinctions  being  made  would  at  least  put  a  lasting  silence  npon 
those  who,  ignorant  of  what  may  be  and  is  done,  absurdly  assert  that  applicants 
for  insurance  are  divisible  into  only  two  classes :  those  who  are  insorabie,  and 
those  who  are  not. 

What  is  the  process  by  which  this  division  into  two  classes  would  be  made  ? 
The  same  preasely  by  which  sound  lives  are  classed ;  and  it  is  much  easier  to 
distinguish  between  three,  four,  or  five  classes  of  sound,  or  of  unsound  lives, 
than  it  is  to  distinguish  between  incipient  unsound  and  truly  sound  risks.  To 
do  that,  is  often  insuperably  difficult.  I  may  appeal  to  any  one  in  this  room  if 
he  cannot,  from  those  present,  select  risks  more  desirable  than  others,  all  of 
which  would  properly  be  called  insurable  ? 

Is  there  any  way  in  which  life  insurance  can  be  made  secure,  or  offered  to  all 
to  whom  it  would  be  useful,  except  by  commencing  at  the  foundation,  and 
classing  lives  or  risks  according  to  their  vitality  and  longevity  characteristics, 
and  first  or  last  adjusting  to  each  dass  its  own  cost,  holding  out  die  induce- 
ments of  equitable  advantages  to  the  best  class,  either  by  low  premiums, 
increasing  assurance,  or  partly  by  both,  and  enforcing  upon  the  inferior  risks 
an  adequate  but  entirely  equitable  premium  ? 

True,  it  may  be  said — and  it  is  not  denied — that  the  very  best  dass  in  this 
xase  may  be  selected  and  called  the  insurable,  and  all  the  others  discarded. 
Thus,  but  two  classes  might  be  made,  and  one  premium  might  be  applied  to  all 
persons  of  the  same  age.  But  this  would  exclude  three-fifths,  if  not  three- 
fourths,  of  those  now  insured,  and  insurable  with  perfect  propriety,  at  a  practi- 
cal premium  all  the  way  from  a  little  to  very  much  higher  than  is  ample  tor  die 
first  class.  Nor  is  there  any  practical  objection  to  conferring  the  great  benefit 
of  insurance  upon  all  classes  of  lives,  attracting  the  best  and  inducing  the 
inferior  risks,  since  the  classing  of  them  is  very  easy. 

Upon  my  left,  for  example,  there  sits  a  gentleman  whom  1  do  not  know,  nor 
has  he  probably  seen  me  before,  yet  I  can  perceive,  by  his  life-indications,  that 
his  ancestry  upon  both  sides  reached  a  very  high  longevity — eighty  to  ninety 
years,  and  some  to  a  hundred,  or  nearly  that  age.*  He  nods  assent.  **  Apo- 
plectic,"  whispers  one.  Not  so.  It  is  a  popular  fallacy,  that  a  corpulent  per- 
son with  short  neck  is  apoplectic.  More  spare  persons  having  long  necks  die 
of  apoplexy.  At  least,  if  you  inquire,  you  will  find  that  none  of  this  gende-  • 
man^s  ancestry  has  died  of  apoplexy ;  and  he  resembles  them  very  much, 
especiallv  his  mother's  father,  whom  he  "takes  after."  He  again  assents. 
"  How  do  I  know  these  things  ?  "  Easily.  When  the  color  of  the  whiskers 
is  lighter  than  the  eyes  and  hair,  the  person  "  takes  after"  the  mother's  side; 
and  if  the  shoulders  are  broad,  the  mother's  father;  while,  with  the  like  rela- 
tions of  color,  if  the  neck  is  long,  the  shoulders  sloping,  and  chest  less  devel- 
oped, the  inheritance  is  chiefly  from  the  mother's  mother's  side.  (Several  other 
illustrations  were  made  from  those  present ) 

A  written  history,  with  a  complete  personal  delineation  in  an  application, 
equally  furnishes  ail  the  data  by  which  a  competent  person  can  do,  as  one  of 
your  honorable  members — Dr.  Atchison,  of  Tennessee — said  he  always  wished 
to  do  when  dedding  upon  the  acceptance  of  a  case,  **  from  the  description, 
throw  up  before  me  a  picture  of  the  applicant,  and  look  at  him  as  if  he  were 

S resent,^*  and,  from  the  points  presented,  determine  the  relative  risk  of  the 
fe.  If  this  can  be  so  easily  done,  will  any  one  argue  that  there  is  any  neces- 
sity for  insuring  such  gentlemen  as  this  one  upon  my  left  at  ordinary  prices, 
and  classing  him  with  ordinary  and  inferior  risks,  the  losses  among  whom  he 
must  then  inequitably  share  ?    Look  at  the  relative  length  of  his  trunk !     One 

fiance  is  alone  almost  suffident  to  dedde  the  desirable  character  of  the  risk, 
[it  instincts  have  always  assured  him  that  he  will  probably  enjoy  a  long  life ; 

*  It  is  but  fair  to  remark  in  this  connection  that  the  gendeman  here  referred  to  fay  Dr.  Lambcit 
told  the  undersigned  that  he  had  never  seen  the  spraker  before,  but  the  fitfts  concerning  his 
"fatialy  w«re  exactly  as  herein  stated.  H.  S.  O^ 
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and  only  the  most  streouotts  drcmnstances  will  induce  him  to  insure.  If  the 
bases  upon  which  his  premiums  are  comi)uted  are  altogether  disproportionate 
U>  the  nurts  in  his  case,  at  least  unless  he  is  classed  so  as  ultimately  to  receive 
his  appropriate  advantages,  he  will  reject  insurance.  This  leads  us  naturally 
•to  our  durd  p<nnt. 

^d.  Proper  interest  basis  of  valuation. 

It  is  not  necessary  to  demonstrate  before  this  audience  the  relations  of  in< 
terest  assumed,  to  premiums  and  reserves,  since  you  all  know  that  these  latter 
are  the  products  of  the  former,  and,  the  larger  that  is,  the  smaller  are  they, 
and  vice  versa*  Yet  few  truly  realize  the  ma^tude  of  the  effects  of  compound 
interest,  and  still  fewer  perceive  the  injustice,  insecurity,  and  extravaeance 
naturally  resulting  to  insurance  firom  the  low  rate  assumed  by  the  law.  Indeed, 
such  a  Ulse  view  is  taken,  that,  in  the  legislature  of  one  state  last  winter,  it 
was  proposed  to  reduce  the  rate  to  three  per  cent,  in  order  to  promote  security ; 
whicn  was  like  Sangrado's  doctrine — to  bleed  his  patients  the  more  the  weaker 
thevgrew. 

Doubtless,  every  gentleman  present,  like  everybody  else,  has  wondered  that 
four  per  cent  should  have  been  assumed — at  least,  should  be  continued — ^wben 
it  b  so  evidently  wrong,  scientifically  (morally  it  is  still  worse).  But  its  effects 
have  been  overshadowed  by  the  argument  of  security,  which  has  been  accepted 
without  examination  as  beine  sufficient,  whereas  security  lies  in  the  opposite 
direction ;  and  this  low-rate  law,  like  almost  all  other  uiws,  ha$  the  public 
good  as  a  pretence,  but  some  other  reason  in  fact. 

First,  the  four  per  cent  basis  was  easily  copied  literally  from  the  English 
companies.  The  principle  of  those,  however,  was  to  assume  the  highest  rate 
of  interest  receivable.  Second,  it  is  easier  to  continue  a  habit  than  it  is  to 
fiuniliarize  our  minds  with  new  computations.  Third,  the  inertia  of  the  mind 
is  in  lavor  of  that  which  has  been,  which  it  calls  conservative,  while  often  it  is 
merely  a  car  of  juggernaut  Fourth,  but  probablv  the  greatest  reason  for 
adoptmg  and  maintainmg  the  low  rate,  was,  that  much  of  the  assets  of  most  of 
the  companies,  years  ago,  were  not  in  cash  values,  and  it  was  thou^t  best  to 
require  so  large  a  reserve  that  the  cash  part  might  go  as  &r  as  possible  toward 

Ejdng  liabilities.  As  a  man,  when  asked  why  he  had  sold  a  dog  for  ten  dol- 
-s  for  which  he  had  demanded  but  five  dollars,  replied,  that  he  was  obliged  to 
accept  payment  in  one  worthless  small  dog  at  five  dollars,  and  therefore  only 
received  five  dollars  of  value.  But  this  temporizing  has  only  made  things 
worse  rather  than  better — as  it  always  does.  Certainly,  where  the  reserve  exists 
in  all  cash  values,  any  argument  in  favor  of  a  four  per  cent  basis  for  reserve  is 
a  fum  sequitur,  and  is  pr(xiuctive  of  a  tendency  to  injustice,  and,  of  course,  to 
insecurity,  as  I  will  illustrate  by  a  few  facts.  In  seventy  years  (from  twenty- 
five,  to  ninety- five  the  endowment  period  of  New  York  state  whole-life  tables), 
money  nearly  doubles  by  the  effect  of  each  additional  per  cent  rate  of  interest. 
$5  becomes  nearly  $9,  $18,  $37,  $75,  $150,  $300,  $600,  $1,200,  $2,400, 
$5,000^  at  from  one  to  ten  per  cent.  The  difference  between  the  four  per  cent 
interest  of  England  and  the  eight  per  cent  of  our  western  states  is  the  differ- 
ence between  $75  and  $1,200.  Shall,  then,  the  necessities  and  the  results  in 
the  two  countries  be  computed  upon  the  same  basis  ?  The  statement  is  itself  a 
reductio  ad  absurdum. 

Again,  if  twenty-five  annual  premiums  have  been  computed  on  the  basis  of 
four  per  cent  to  cover  assurances,  ue  not  twenty  of  such  at  six  per  cent  much 
better  ?  That  is,  if  six  per  cent  upon  them  is  in  fact  receivable,  a  young  com- 
pany will  find  in  twenty  of  its  future  premiums  more  than  enough  to  cover  its 
liabilities,  and  will  be  more  than  solvent  without  a  dollar  of  reserves.  A 
negative  reserve,  even,  is  not  insolvency  to  a  young  company,  especially  if  it 
have  a  large  proportion  of  truly  best  risks — the  b^t  assets  of  any  company 
except  it  may  oe  those  moral  and  intellectual  assets  which  will  enable  it  to  wtX. 
more  risks  of  the  same  kind.  At  least  this  must  be  allowed,  and  this  is  all  ^at 
•  it  is  desirable  to  show,  that  a  young  company  having  leeal  reserves  absolutely 
not  needed,  is  relatively  much  stronger  than  old  companies  that  absolutely  need 
niost,  or  all,  of  their  reserves  !     It  is  also  evident  tnat  a  young  stock  company 
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does  not  need  any  reserve  of  capital  in  addition  to  a  reserve  covering  its  poli^ 
liabilities,  and  that,  instead  of  being  charged  with  such  a  reserve  of  capital,  it 
ought  to  be  credited  with  an  investment  of  capital.  Is  not,  then,  any  legal  fic- 
tion which  by  word  or  implication  tends  to  weaken  confidence  in  any  company 
that  is  really  strong,  a  legal  libel,  that  is  quite  as  much  to  be  condemned  as  if  a 
similar  baseless  reproach  had  been  uttered  by  a  private  person  ? — ^indeed,  more 
to  be  reprehended,  because  there  is  a  remeay  against  the  private  person,  and 
also  because  such  a  law  militates  against  not  only  the  ^yen  company,  but 
against  the  cause  of  insurance. 

Whatsoever  is  morally  or  scientifically  wrong,  tends  toward  insecurity; 
whereas,  whatever  is  morally  and  scientifically  right  must  support  security. 

For  instance:  upon  the  statute-books  of  any  state  ought  tiiere  to  be  found 
such  egotistical  and  unjust  laws  as  those  limiting  investments  to  certain  sec» 
tions,  ostensibly  for  the  protection  of  policyholders,  but  really  to  affect  the 
demand  for  state  stocks,  mus  withholding  from  widows  and  orphans  a  larger 
interest,  under  the  pretence  of  serving  them  ?  All  the  **  ways  that  are  dark 
and  tridcs  that  are  vain  **  have  not  been  monopolized  by  tiie  "heathen  chinee." 

One  word  upon  surrender  values.  Is  it  not  evident  that  these  should  be 
governed  in  part  by  what  has  been  paid  into  a  company,  especially  if  the  pre- 
miums have  been  computed  upon  bases  of  mortality  greater  and  a  rate  of 
interest  less  than  the  real  facts  warrant  ?  Ought  not  also  the  condition  of  the 
individual,  as  well  as  that  of  the  company,  to  be  considered  ?  In  short,  ought 
not  a  person  to  be  examined  as  much  when  he  takes  out  a  surrender  value  as 
when  ne  takes  out  a  policy  from  a  company  ?  How  can  the  companv  know 
what  it  can  a£R>rd  more  in  one  case  than  in  the  other,  without  it  has  the  £acts 
developed  by  an  examination  ? 

A  word  may  also  be  said  in  this  connection  upon  the  idea  that  an  insurance 
company  is  a  depositary,  like  a  savings  bank.  It  is  not  It  has  none  of  the 
functions  of  a  savings  bank,  properly  speaking.  All  the  functions  of  an  insur- 
ance company  are  insurance  functions,  more  expensive  than  mere  depositary 
functions,  as  they  are  more  valuable  to  the  persons  who  are  profited  by  them. 

In  conclusion,  would  not  greater  security,  as  I  have  tried  to  show,  oe  given 
to  insurance,  if  stock  companies  should  be  encouraged,  instead  of  being,  as 
now,  adversely  compared  with  their  competitors  by  the  working  of  the  laws  ? 

Would  not  security  be  greatly  increased — ^indeea,  made  perfect — ^by  means  of 
the  separate  dassing  of  sound  lives,  and  basing  the  computation  of  reserves 
and  premiimis  upon  the  facts  in  the  cases  really  insured  ? 

Is  there  a  doubt  that  a  computation  upon  a  basis  of  a  practical  interest 
receivable  would  tend  to  promote  security  and  curtail  expenses  f 

Dr.  Atchison  moved  as  follows : 

Resoivedt  That  this  convention  most  cordially  return  their  thanks  to  the 
fire  and  marine,  and  the  life  insurance  companies  of  the  city  of  New  York, 
for  the  courtesy  and  hospitality  which  they  have  extended  to  this  body ;  and  we 
recognize  the  generous  confidence  which  has  been  extended  by  them,  concern- 
ing our  deliberations  and  actions,  whereby  all  restraint  has  been  so  far  removed, 
that  mutual  confidence  and  respect  has  become  fully  estabb'shed,  and,  we  trust, 
will  be  continued  in  the  future. 

Dr.  Atchison — I  move  this  resolution  as  an  expression  of  the  refined  cour- 
tesy and  generous  hospitality  which  we  have  received  at  the  hands  of  these 
gentlemen.  They  are  noblemen,  worthy  of  this  dty,  and  this  grand  emporium 
IS  worthy  of  the  continent  which  it  represents. 

Mr.  Paine — I  wish  to  say  how  cordially  I  enter  into  the  spirit  of  this  resolu- 
tion, and  I  wish  particularly  to  say  how  pleased  I  am  that  nere,  in  the  dty  of 
New  York,  where  fashion  so  prevails,  in  the  various  banquets  provided  for  us, 
they  have  done  us  the  honor — and  I  am  sure  it  is  a  great  honor — to  dispense 
witn  spirituous  liquors.  For  one,  I  have  not  seen  a  single  glass  of  uquor 
offered  at  any  of  the  banquets  presented  to  us,  and  I  certainl3r  think  it  is  a  great 
credit  to  them  that  they  have  been  willing  to  treat  us  with  this  respect.  * 

The  resolution  was  unanimously  adopted. 
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Mr.  CAidweix — Mr.  President,  I  have  a  minority  report  from  your  com- 
mittee on  taxation,  fees  and  deposits,  which  I  will  request  the  secretary  to  read. 
The  secretary  then  read  the  report,  as  follows : 

MiNOMTY  Report  of  the  Committee  on  Taxation,  Fees  and  Deposits. 
Your  committee,  to  whom  was  referred  the  questions  of  taxation,  fees  and 
deports,  beg  leave  to  submit  the  folio wins^  minority  report : 

Taxes  and  Fees. — ^That  any  fire,  inland  or  marihe  insurance  company, 
doing  business  in  any  other  state  than  that  in  which  it  may  be  organized,  snould 
be  taxed  only  upon  the  amount  of  premiums  received,  after  oeducting  com- 
missions and  losses  actually  paid  in  such  state ;  and  your  committee  are  of 
opinion  that  a  tax  of  three  per  centum  upon  such  net  receipts,  in  addition  to  the 
departmental  fees  recommended  by  the  majority,  and  which  the  minority  also 
reeommend,  would  be  ample,  just  and  equitable. 

That  life  and  accident  insurance  companies  should  be  subjected  only  to  such 
taxation  as  the  states  wherein  they  are  organized  may  deem  proper  to  impose, 
and  such  additional  departmental  fees  as  may  be  necessary  to  secure  the  most 
thorough  and  complete  investigations  and  valuations  by  the  several  state 
departments. 

That  the  manner  of  taxing  companies  by  the  states  wherein  they  are  organized, 
or  whether  they  shall  be  taxed  at  all,  is  a  matter  purely  for  the  several  states  to 
determine  according  to  their  varied  interests,  and  upon  which  subject  it  is  inex- 
pedient for  this  convention  to  make  any  recommenoations. 

Dep(jSITS. — Your  committee  are  of  opinion  that  the  question  of  deposits 
fihoold  be  left  entirely  to  the  states  in  which  companies  are  organized,  without 
recommendations  from  this  convention  further  than  this,  that  when  a  deposit  of 
%  guarantee  capital,  of  not  less  than  one  hundred  thousand  dollars  ($100,000), 
may  be  required  by  the  laws  of  a  state  for  the  benefit  of  all  policyholders,  it  is  un- 
wise and  unnecessary  to  require  further  or  additional  deposits  in  any  other  itate. 
Your  committee  would  further  report  back  and  recommend  the  adoption  of 
the  foUowing  resolution,  oflfered  by  Mr.  Harvey  on  the  third  day  of  the  session, 
to  wit: 

Resolved,  That  in  the  practice  of  dividing  its  surplus  among  its  policyholders,, 
a  mutual  life  insurance  company  should  take  into  consideration  the  taxes  levied 
upon  premiums  by  the  state  in  which  the  policyholder  resides,  and  that  no  de- 
ductions for  tax  expenses  should  be  made  from  a  dividend  to  a  policyholder 
residing  in  a  state  which  does  not  charge  the  company  with  a  tax  upon  its 
premium  receipts ;  or,  in  other  words,  that  no  portion  of  the  taxes  levied  upon 
premiums  in  one  state  should  be  charged  to  or  miposed  upon  the  policyholoers 
residing  in  another  state. 

Mr.  Caldwell — Mr.  President,  I  am  not  going  to  make  the  apology  for 

ofiering  this  minority  report,  which  the  Hoosier  juryman  did,  when  the  jury 

was  reprimanded  severely  for  failing  to  bring  in  their  verdict.     After  listening 

to  the  lodge  with  considerable  impatience,  he  said :  **  Judee,  you  are  right,  we 

could  have  agreed  just  as  well  as  not,  and  it  is  a  disgrace  that  we  did  not.     We 

would  have,  but  for  the  most  stubborn-headed  old  man  on  a  jury  that  I  ever 

saw  in  my  life.*'    (Laughter.)    I  did  not  intend  to  make  this  apology  for  the 

gentlemen  with  whom  f  was  associated  on  the  committee.    They  were  exceed- 

in^  courteous,  and  were  even  disposed  to  compromise  on  different  views  (as 

modem  committees  are  in  the  habit  of  doing),  by  splittine  their  differences,  by 

drawing  cuts  and  even  by  playing  **  freeze  and  poker,"'  to  test  the  matter. 

(^Laughter.)    But  I  was  always  unfortunate  in  drawini;  cuts,  and  I  know  I 

should  stand  no  chance  at*'  freeze  and  poker  "  with  gentlemen  associated  with 

me.   (Laughter.)    And  the  only  alternative  left  to  me,  as  a  minority  of  the 

committee,  was  to  submit  the  minority  report  which  has  just  been  read.     But 

the  differences  of  opinion  which  exist  between  your  committee  were  such  that 

we  could  not  reconcile  our  ideas  among  ourselves,  and  we  agreed  mutually  to 

*^"«P'ce— presenting  our  different  views  for  the  consideration  of  the  different 

<Aembers  of  this  convention,  for  adjustment  when  we  re-assemble. 

Mr.  President,  I  assure  you  that  it  was  with  a  great  degree  of  diffidence  that 
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I  felt  myself  unable  to  make  up  my  own  mind  upon  the  record,  against  those 
who  are  much  my  seniors  in  experience;  and  it  is  only  after  I  haye  carefhlly 
'  weighed  the  matter  in  my  own  mind,  that  I  have  consented  to  do  so.  And  I 
deem  it  no  more  than  just  to  myself  to  thus  briefly  state  the  considerations  that 
influence  my  action ;  and  that  I  may  be  very  precise,  and  may  not  be  misunder- 
stood, I  have  reduced  my  remarks  to  writing : 

In  the  first  place,  I  am  unable  to  agree  that  taxation  should  be  applied  alike 
to  fire  and  life  insurance.  It  is  merciful  to  lift  the  burden  of  taxation,  as  &r  as 
possible,  from  labor,  and  rest  it  where  it  properly  belongs,  upon  capital ;  and 
while  I  recognize  the  benificence  of  fire  insurance,  while  I  admit  that  it  is  to 
cover  the  poor  man's  cot  as  well  as  the  rich  man's,  ^ret  it  is  mainly  for  the  pro- 
tection of  wealth,  and  in  the  interest  of  wealth.  It  is  estimated  that  only  about 
ten  per  cent  of  the  laboring  men  of  the  country  have  property  that  could 
receive  the  protection  of  a  fire  poUcy ;  but  all  have  a  life,  afibrmng  the  only 
shield  and  support  to  dependent  little  ones,  whom  death  mieht  leave  a  chai|;e 
upon  public  charity,  paupers  in  our  poor  houses,  or  criminals  in  our  jails; 
therefore  I  am  earnestly  ot  opinion  that  no  state  legislation  should  be  enacted 
that  would,  in  any  degree,  discourage  the  poor  man  from  seeking  the  protecting 
shield  of  life  insurance  for  his  family,  that  no  exactions  should  be  required  that 
would  increase  the  cost  thereof,  fartner  than  such  departmental  fees  as  may  be 
necessary  to  provide  perfect  security  by  careful  supervision  and  valuations. 

In  regard  to  the  taxation  of  fire  msurance  companies,  I  differ  only  with  the 
majority  in  the  mode  or  manner  of  levyins  the  same ;  and  with  all  deference  to 
the  opinion  of,  the  majority,  I  cannot  seethe  |>ropriety  or  justice  of  taxing  gross 
premiums.  When  a  company  has  actually  paid  to  the  people  of  a  state,  in  com- 
missions  and  losses,  a  greater  amount  than  they  have  actually  received  from 
such  state,  it  seems  to  me  manifestly  unjust  to  require  a  payment  of  a  tax  for 
the  benefits  thus  conferred. 

A  fire  policy  is  to  cover  the  loss  of  taxable  property,  and  if  the  properly  be 
destroyed,  so  much  of  the  taxable  wealth  of  the  state  nas  disappeared,  which 
the  fire  policy  replaces,  and  thus  the  state  receives  its  benefits  as  well  as  the 
property  owner.  For  these  reasons,  it  seems  to  me  that  the  only  just  system 
tor  states  to  adopt  in  levying  a  tax  upon  companies  organized  in  other  states  of 
the  union,  should  be  a  percentage  upon  the  actual  surplus  profits  which  a  com- 
pany may  realize  in  the  state  from  business  done. 

In  regard  to  deposits  and  departmental  fees,  it  will  be  seen  that  the  majority 
and  minority  reports  are  substantially  the  same. 

The  President — What  disposition  shall  be  made  of  the  minority  report  ? 

Mr.  W.  E.  Harvey — I  move  that  the  minority  report  be  printed  with  the 
majority  report,  and  submitted  to  the  convention  at  its  next  session ;  and  that 
the  portion  of  it  relating  to  the  reduction  of  the  taxable  dividend  be  taken  up 
and  discussed. 

The  President— I  hope  the  gentleman  will  excuse  me  for  making  a  sugges- 
tion— that  ie  minority  report  seems  to  entirely  concur,  or,  as  the  ^ndeman 
says,  it  substantially  concurs  with  the  majority  report,  on  the  question  of  de- 
posits and  fees.  I  would  suggest  whether  it  would  not  be  more  expedient  to 
merely  let  that  portion  which  refers  to  taxation  lie  over ;  and  that  the  other 
portion  be  taken  up  and  agreed  upon. 

Mr  W.  E.  Harvey — I  accept  the  suggestion. 

The  President — I  understand  the  motion  of  the  gentleman  firom  Illinois 
(Mr.  W.  E.  Harvey)  is,  that  the  portions  of  the  reports  from  the  committee 
on  taxation,  deposits  and  fees,  which  refer  to  taxation,  lie  upon  the  table.  But 
that  the  other  portion  of  the  report  referring  to  deposits  and  fees,  and  the 
resolutions  referred  to  in  the  minority  report  be  now  taken  uj)  and  considered. 

The  question  was  taken  on  Mr.  Harvey's  motion,  and  carried. 

Mr.  CAI.DWELL — I  think  I  am  justified  in  moving  a  re-consideration  of  the 
gentleman's  motion — and  that  it  be  laid  on  the  table — and  that  we  take  no 
action  upon  it  until  we  reconvene. 

The  President — I  shall  be  sorry  to  see  the  convention  disband  without 
taking  any  action  on  these  subjects. 
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Mr.  Gaj>W£Li. — I  am  not  sornr,  so  far  as  this  report  is  concerned.  Mj 
reason  for  believing  that  it  would  be  best  to  defer  action  is,  that  quite  a 
nomber  of  delegates  are  now  absent ;  in  deciding  these  Questions,  it  seems  to 
me  we  ought  to  deliberate  a  little  more.  I  cannot  see  tnat  anjrthing  is  really 
accomplished  by  pressing  the  matter  to  a  direct  vote  at  the  present  time. 

The  President — I  hope  gentlemen  will  express  their  views  freely.  Of 
coarse,  our  time  is  limited;  »nd  if  we  are  going  to  arrive  at  any  conclusion,  we 
must  consider  the  matter  that  we  have  in  mmd. 

Mr.  PiLLSBURY — Will  you  please  to  state  the  proposition  ? 

The  President — Mr.  Caldwell  now  moves  for  a  re-consideration  of  the 
motion  of  the  gentleman  from  Illinois  (Mr.  W.  £•  Harvey),  to  proceed  to  a 
consideration  of  thatportion  of  the  report  relating  to  deposits  and  fees. 

Mr.  PiLLSBURY — Without  attempting  to  discuss  any  question  for  a  moment, 
this  proposition  seems  to  have  met  wiui  ereat  unanimity.  And  as  our  action 
is  simply  to  recommend  it  as  the  sense  of  this  convention,  it  seems  to  me  wb 
have  been  giving  an  expression  of  opinion  on  that  ooint 

The  question  was  then  taken  on  the  motion  of  Mr.  Caldwell  to  reconsider 
the  motion  of  Mr.  W.  E.  Harvey,  and  lost. 

Mr.  Paine  in  the  chair. 

Mr.  MiiXER — The  delay  now,  as  I  understand,  is  simply  caused  by  our 
waiting  for  the  production  of  the  reports.  The  majority  report  was  placed  in 
the  hands  of  the  printer,  and  the  secretary  is  endeavoring  to  get  it.  I  think, 
however*  I  may  occupy  a  moment  or  two  of  the  time,  and  say  that  from 
my  mtercoarse  with  the  different  members  of  the  convention  who  have 
dc^jarted — of  course,  those  who  are  present  can  and  will  speak  for  themselves — 
I  have  not  found  a  person  who  entertains  any  opinion  opposed  to  the  sentiments 
of  those  reports  upon  the  subject  of  deposits. 

It  seems  to  have  been  the  subject  of  all  subjects  upon  which  the  respective 
members  of  the  convention  have  been  in  perfect  accord  from  the  beginning.  It 
is,  at  the  same  time,  one  of  the  most  important  subjects  affecting  me  working 
of  the  system  of  insurance,  both  Ere  and  life.  We  know  that  many  states  have 
recently  enacted  laws  requiring  deposits  in  the  various  states,  from  companies  of 
other  states  doing  business  within  their  borders. 

As  the  operation  of  those  laws  has  been  sufficiently  set  forth  in  the  different 
arguments  and  documents  produced  before  the  convention,  it  is  unnecessary  to 
repeat  them.  The  committee  have  heard  them ;  the  committee  have  considered 
them.  They  have  reported,  and,  as  the  gentleman  of  the  minority  says,  his 
report  substantially  agrees,  and,  as  I  understand  it,  b  in  substantial  accord, 
with  the  report  of  the  majority ;  and  that  they  both  concur  in  deprecating,  if  I 
may  use  the  expression,  the  imposition  of  any  such  requirement  by  any  state 
upon  a  company  of  any  other  state  or  states  which  has  made  a  deposit  in  its 
own  state,  according  to  the  laws  thereof. 

I  understand  that  the  report  of  the  majority  advocates  the  principle  of 
requiring  a  deposit,  if  not  more  than  $10,000,  from  life  companies  only ;  and 
that  in  the  states  in  which  they  are  organized ;  and  that  havmg  complied  with 
such  a  requisition  in  .their  state,  no  other  state  shall  impose  the  require- 
ment of  an  additional  deposit.  And  that  as  to  fire  companies,  they  recommend 
the  entire  abolition  of  the  reouisition  of  any  deposit,  either  in  their  own  or  in 
any  other  state,  except  in  tne  case  of  foreign  companies ;  in  which  cases, 
the  deposit  reouired  shall  be  $200,000  in  the  state  in  which  is  located  the  prin- 
cipal office  in  this  country. 

Thb  is  the  substance  of  the  report  on  the  question  of  deposits,  and  as  I 
understand  the  matter,  my  friend  from  Indiana  ^r.  Caldwell)  concurs  with  it. 
His  divergency  was  on  the  question  of  taxation. 

As  to  fees,  there  is  a  concurrence.  The  rate  of  fees  adopted  was  extremely 
reasonable  and  conservative;  and,  I  believe,  will  meet  the  approbation  of  the 
intelligence  connected  with  the  whole  business. 

Therefore^  Mr.  Chairman,  I  do  not  see  why,  as  we  have  not  a  dissenting 
voice,  we  should  not  at  once  ratify  the  action  of  this  committee,  in  a  decided 
manner,  upon  these  two  questions.  And  I  hope  that  the  convention  will  taice 
such  action  when  the  report  is  read. 
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Mr.  Skeels — ^Whilst  the  question  is  in  waiting,  I  will  volunteer  to  make  ft 
single  suggestion,  in  this  connection,  inasmuch  as  I  have,  on  the  question  now 
before  us,  put  myself  on  the  record.    I  desire  to  make  a  simple  explanation. 

I  have  stated  in  my  report  that  I  am  opposed  to  all  deposits  for  lx>th  life  and 
fire  companies.  Now,  it  there  is  here,  in  the  convention,  a  delegate  who  can 
stand  up  and  declare  to  me  that  the  deposit  of  $100,000  in  the  treasury  of  the 
state,  where  the  company  is  located,  provides  a  security  to  the  life  insurance 
policyholder  in  any  appreciable  degree,  and  can  produce  arguments  showing 
that,  I  stand  ready  to  oe  convinced.  But,  I  imagine,  there  is  no  one  that  wifi 
take  that  position. 

A  hundred  thousand  dollars,  as  I  said  the  other  day,  is  a  mere  bagatelle  for 
a  company  en^^ed  in  life  insurance.  For,  if  in  existence  any  length  of  time, 
the  responsibuities  of  the  corporation  are  generally  up  in  the  millions.  Hence, 
t)iere  is  no  security  in  the  $100,000  deposit.  If  we  are  going  to  do  what  the 
design  is,  to  afford  a  protection  to  the  policyholder  and  the  public,  by  requir- 
ing  a  deposit,  why  not  make  it  approximate  the  magnitude  of  the  business  in 
which  the  company  is  engaged?  Why  not  make  the  requirement  that  it  shall 
deposit,  from  year  to  year,  a/tv  rata  of  the  assets  of  the  company? 

If  we  are  to  protect  the  puolic  by  deposits,  I  say,  why  not  mcrease  the  depo- 
sit as  the  busmess  of  the  company  mcreases  ?  Then  there  would  be  some 
adequate  protection.  But,  as  I  said  in  the  commencement,  $100,000  does  not 
afiord  protection.  Hence,  I  say,  it  is  an  evil  to  the  public  to  rec^uire  the  deposit 
of  $100,000,  when  it  does  not  afford  protection,  oecause  it  is  a  blind  to  the 
pubUc.  It  assumes  what  is  not  true.  The  public  is  deceived  by  the  publication 
of  the  fact  that  a  deposit  has  been  made  with  a  state  officer  for  their  protection. 

I  have  little  idea  that  my  notions  in  this  respect  will  prevail;  but  I  have 
desired  to  put  them  upon  record,  for  I  believe  the  time  will  come  when  the  deposit 
of  life  insurance  companies  will  either  be  increased  in  proportion  to  the  amount 
of  business  transacted  by  the  company,  or  it  will  be  alx>lished  entirely ;  and 
I  would  approve  of  seeing  the  deposits  dispensed  with  altogether,  and  let  the 
public  rely  upon  large  capitals  of  companies,  and  upon  efficient  management, 
and  upon  the  protection  which  is  given  to  the  public  through  the  various  insur- 
ance aepartments  of  the  different  states. 

I  think  that  is  the  wiser  course.  I  have  no  motion  to  make  on  the  subject, 
and  therefore  I  do  not  dioose  to  pursue  the  argument  to  any  considerable 
length. 

Mr.  Miller — I  hope  I  may  be  excused  for  a  single  moment,  in  occuimng 
the  attention  of  the  convention,  on  this  theme,  in  view  of  the  remarks  of  my 
respected  friend,  representing  the  state  of  California.  The  late  experience  I 
have  had  in  the  administration  of  the  laws  of  this  state,  in  connection  with  life 
insurance,  has  fuUv  convinced  me  of  the  eminent  propriety  of  the  limited  deposit 
of  $100,000  from  life  companies.  The  experience  I  have  had  in  winding  up 
the  affairs  of  two  of  our  life  companies,  has  convinced  me  beyond  a  doubt,  that 
it  is  a  proper,  judicious  provision.  For  the  public  ought  to  be  protected 
against  that  very  speedy  dissipation  of  a  company's  assets  which  may,  in  the 
early  experience  of  a  company,  result  even  m  a  single  year,  and  before  the 
supervising  officer's  attention  has  been  called  to  the  affiurs  of  the  company — 
before  he  could  even  dream  that  the  company  could  have  been  so  lavish  in  its 
expenditure  and  so  reckless  in  its  business  habits  as  to  have  dissipated  the 
minimum  amount  of  capital  required  under  the  law.  I  am  satisfied  tnat  in  ^e- 
cases  of  companies  referred  to,  thi  policyholders  were  just  $100,000  better  ofl^ 
in  each  case,  than  they  would  have  been,  had  it  not  been  for  that  judicious  law. 
In  the  case  of  the  Farmers  and  Mechanics,  the  last  company  closed,  it  for* 
tunately  happened  that  the  law  stepped  in  at  a  point  of  time  when  there  was 
just  enough,  and  barely  enough  assets  to  meet  the  risks  of  the  company ;  and 
hence,  all  the  loss  that  accrued  has  fallen  where  it  should  fall,  first  and  pro- 
perly, on  the  stockholders.  The  policyholders  received  the  benefit,  and  were 
fully  protected  by  that  particular  deposit  of  $100,000 ;  and  I  have  not  the 
slightest  doubt,  that  if  it  had  not  oeen  required  to  be  deposited  in  the 
department  at  Albany,  that  it,  with  the  rest,   would  have  been  dissipated^ 
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In  thii  case,  I  judge  of  the  fflfects  of  the  law,  and  of  the  wisdom  of  tlie  law,  by 
its  results.     I  can  sec  in  these  cases  how  favorably  it  has  worked. 

Now,  it  is  true,  in  one  sense,  as  the  gentleman  says,  that  there  is  often  no 
great  propriety  in  requiring  a  single  deposit  of  $100,000,  arbitrarily,  of  each 
company,  and  no  more,  without  takine  into  consideration  at  all  the  magnitude 
of  their  risks ;  that  the  deposit  should  bear  some  proportion  to  a  company's 
responsibilities^  and  that  a  company  should  deposit  in  some  proportion  to  the 
amount  at  risk.  There  is,  theoretically,  great  force  and  subtlety  in  his  propo- 
sition.  But — «nd  I  have  (bought  of  it  veqr  seriously,  whether  or  not  the  reouire- 
ment  of  a  larger  deposit  would  be  a  judicious  enactment — in  view  of  the 
efficient  supervision  which  is  now  being  exercised,  and  which  we  hope, 
through  the  means  of  our  humble  convention  here,  ultimately  to  perfect 
in  the  whole  country,  see  what  we  are  going  to  have,  see  what  we  have 
already.  We  have,  in  eighteen  or  twenty  states,  officers  especially  vested  with 
supervisory  powers,  and  other  states  are  rapidly  following  by  investing  or 
creating  some  officer  with  such  power.  Most  of  these  companies  do  business 
in  many  of  the  states.  What  is  the  result  ?  Even  if  the  theory  upon  which  we 
are  generally  supposed  to  be  acting  here  is  correct — that  the  companies  shall  be 
peremptorily  responsible  to  the  departments  of  their  own  slate,  but  ultimately 
to  the  departments  of  every  state  m  which  they  are  doing  business — see  what 
a  check  and  guard  we  have  aeainst  fraud  and  imposition.  Why,  it  is  going  to 
be  rendered  almost  impossible  for  a  company  to  defraud  or  deceive  the  public. 
We  have,  first,  the  vigilant  superintendent  of  the  state,  in  which  the  company 
AS  organised,  and  then  we  will  have  eighteen  or  twenty,  and  very  soon  tnirty 
atates,  all  guarding  and  watching  the  department  and  the  companies.  So  that 
^^re  have  a  supervision  which  wiU  be  as  perfect  as  human  ingenuity  can  devise. 
Hence,  I  say,  it  is  only  in  regard  to  the  early  history  of  the  company — it  is 
only  for  a  few  3rears  until  it  establishes  a  character  and  business,  that  it  is 
necessary  to  provide  against  any  temporary  irregularities  which  may  occur  in 
the  organization  and  establishment  of  its  finances.  Of  course,  after  it  has 
come  under  supervision — after  it  has  acquired  a  Une  of  business  and  has  had 
one  or  two  years'  experience—the  officer  eets  an  appreciation  of  its  situation 
and  holds  it  up.  It  acquires  a  chsuacter  also,  and!^  it  is  not  necessary  to  take 
away  from  the  control  of^the  company  its  own  means  and  deposit  them  in  anv 
department  except  with  the  view  which  I  have  mentioned.  But  I  do  not  think 
that  public  opinion  would  justify  us,  or  that  theoretically,  or  practically,  it 
would  be  wise  to  dispense  with  this  moderate  deposit  from  life  companies. 

The  President,  pro  tern, — I  understood,  before  I  took  the  chair,  that  the 
motion  then  before  the  house  had  been  disposed  of,  so  I  do  not  suppose  there 
is  now  any  motion  pending.  I  would  ask  the  gentleman,  therefore,  to  what  he 
was  speaking. 

Mr.  Miller — My  remarks  were  mostly  in  reply  to  my  friend  from  California 
<Mr.  Skeels). 

The  President,  pro  tern, — You  did  not  understand  there  was  a  motion 
before  the  house. 

Mr.  Miller — No,  sir.  But  the  report  is  before  the  house,  and  when  we  hear 
the  report  read  we  are  ready  for  a  motion. 

For  the  purpose  of  bringing  this  question  distinctly  before  the  house,  I  move 
that  the  report  of  the  committee  upon  the  subject  of^deposits  be  adopted  as  the 
sense  of  this  convention,  upon  tliis  subject. 

Mr.  Caldwell — As  this  is  a  matter  about  which  we  might  modify  our  opin- 
ions very  much,  I  do  not  think  we  have  given  the  subject  tluit  careful  considera- 
tion which  its  great  importance  demands.  As  I  see  the  blanks  got  up  bv  the 
committee  on  blanks,  have  been  handed  to  the  secretary,  and  as  I  regara  that 
as  the  most  important  business  this  convention  can  take  up,  I  move  to  lay  the 
gentleman's  motion  on  the  table. 

The  question  was  taken  on  the  motion  to  lie  on  the  table,  and  lost 

Bfr.  W.  £^  Harvby~I  would  like  to  say  that,  so  fiu-  as  western  men  are  con- 
cerned, I  do  not  believe  that  there  is  anyone  in  the  west  who  would  be  willing 
that  life  insurance  companies  should  be  organised  there  without,  at  least, 
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$100,000  of  capital  to  bridge  tliem  over  the  first  few  years  of  their  existence.  I 
think  that,  at  least,  that  amount  should  be  deposited  by  life  insurance  compa- 
nies. I  am  not  so  well  posted  in  regard  to  the  fire  branch  of  the  business.  I 
know  one  thing,  that  there  were  some  concerns  in  the  dty  of  St.  Louis,  some 
life  insurance  companies  which,  because  of  the  requirements  of  the  law,  refer- 
ing  to  capital  or  assets,  were  unable  to  go  on.  And  it  was  a  good  thing  that 
they  were  unable  to  go  on.  They  were  startedby  adventurers  who  never  ought 
to  be  permitted  to  have  aiy  connection  with  a  life  insurance  company.  I  hope 
the  motion  to  adopt  this  portion  of  the  report  will  prevail.  Tliere  are,  I  under- 
stand, legislatures  now  in  session  that  this  matter  ought  to  be  brought  before 
as  early  as  possible. 

Mr.  Caldwell — I  would  ask  the  secretary  to  read  the  minority  report  of  the 
committee  on  the  subject  of  deposits. 

The  secretary  read  that  portion  of  the  report 

Mr.  Caldwell — Mr.  President,  it  will  be  seen  that  substantially  the  report  of 
the  minority  is  the  same  as  that  of  the  majority.  There  is  only  this  difierence :  that 
this  convention  deem  it  unwise  and  inexpement  to  make  any  recommendations 
on  that  subject  I  believe  firmly,  and  I  endorse  heartily,  the  opinions  expressed 
by  my  firiends  Mr.  Miller  and  Mr.  W.  E.  Harvey,  that  no  life  company  should  be 
established  without  a  guaranteed  capital  of  at  least  $100,000.  But  I  do  not 
know  what  the  representatives  of  other  states  that  are  not  here  represented 
might  think  upon  that  subject,  and  I  hold  that  it  is  a  matter  that  should  be  left 
entirely  to  the  states  to  determine  for  themselves,  according  to  their  interests. 
And,  if  a  law  was  brought  before  the  legislature  of  my  own  state,  I  do  not  hesi- 
tate to  say  that  I  would  advocate  the  requirement  of  a  deposit  of  $200,000. 
But  I  look  around  me  and  I  see  but  eleven  states  represented  on  this  floor  now, 
and  I  deem  it  very  unwise  and  inexpedient  to  take  any  action  on  the  subject 
I,  therefore,  move  as  a  substitute  for  the  majority  report,  the  report  of  the 
minority. 

Mr.  Miller — I  wish  to  say  one  word,  that  I  believe  it  to  be  true,  that  almost 
every  state  which  has  legislated  on  the  subject  of  insurance,  and  which  has 
been  represented  here,  certainly  now  re<^uires  this  deposit  from  any  company 
coming  from  another  state, — requires  that  it  should  have  a  deposit  of  $100,000 
at  least ;  so  I  do  not  think  we  were  invading  at  idl. 

The  President,  pro  Um, — It  is  not  the  case  in  our  state. 

Mr.  Caldwell— And  there  arc  twenty-six  states  not  represented. 

Mr.  Miller — ^We  cannot  speak  for  states  not  here,  but  shall  we  not  saj 
anything  because  they  are  not  here  ?  Of  course,  what  we  sav  is  simply  advi- 
sory, and  only  speaks  for  those  who  are  here.  It  has  no  oinding  force  or 
effect.  If  we  are  unanimous  on  this  question,  I  see  no  objection  to  giving 
expression  to  our  own  sentiments.  They  are  good  for  what  they  are  worth. 
That  is  all,  and  they  go  as  fieur  as  the  power  behmd  them  says  they  shall  go. 

The  President,  ^o  tern, — The  Question  is  on  striking  out  the  word  **  ma- 
jority" and  substituting  ** minority"  in  its  stead. 

Mr.  Skeels — I  wouki  like  to  inquire  if  that  is  intended  to  include  the  whole 
of  the  minority  report,  or  only  that  portion  under  discussion  ? 

The  President,  pro  tem.-^ThaX  fact  which  pertains  to  the  subject  of  deposits 
only. 

Mr.  Skeels — I  would  like  to  have  the  gentleman  frt>m  Indiana  (Mr.  Cald- 
wdl)  explain  in  what  respect  his  report  differs  from  the  report  of  the  majority. 

Mr.  CALDWELir-It  leaves  the  matter  entirely  with  the  legislatures  as  to  what 
they  consider  proper  to  require  from  companies  organized  m  their  own  states. 

Mr.  Miller— Therefore,  they  might  require  nothing. 

Mr.  Caldweu^— They  need  not,  if  they  see  proper.  If  they  can  advance 
their  own  local  interests  m  that  way,  they  are  only  doing  wjiat  they  ought  to  do. 

Mr.  Miller — ^Would  you  recommend  a  state  to  a^iit  from  another  state  a 
oompany  which  has  no  deposit  ? 

Mr,  Caldwell— Yes,  sir,  if  it  has  a  proper  reserve.  I  do  not  know  that  I 
would  be  justified  in  Indiana,  in  refusing  to  admit  the  Mutual  Life,  of  New 
Yoric. 
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Mr.  MnxxR — ^Th«t  compan  j  has  a  deposit,  or  it  could  not  do  bnsiiMss  in  this 
state. 

The  Prssidbnt,  pro  tern, — The  Union  Mutual  life  insurance  company,  of 
Maine,  is  not  obli^d  to  make  a  deposit  But  it  has  deposited  $100,000  in  the 
state  treasury  of  Maine,  in  order  to  satisfy  the  laws  of  New  York  and  other 
sUtes. 

Mr.  MiLLXK— I  have  not  paid  particular  attention  to  the  phraseology  of  the 
minority  report.  It  is  good,  howerer,  so  fu*  as  it  goes ;  but  it  does  not  go  far 
enough.  There  is  no  expression  there  as  to  the  necessity  of  a  deposit  from  fire 
companies,  or  foreign  companies.  If  the  gentleman  will  draw  a  resolution  em- 
bracmg  the  language  of  his  own  report  on  the  general  subject  of  deposits,  and 
dien  refer  to  t&  fire  companies  particularly,  I  shall  be  very  much  pleased  to 
concur  with  him. 

Mr.  CAU)WELi^->The  only  reason  why  I  did  not  do  so  was  the  fact  that  I 
recognized  it  as  a  matter  of  pure  jurisdiction,  and  ought,  as  I  expressed  in  my 
report,  to  be  purely  a  matter  for  the  states  to  determine  according  to  then* 
varied  interests;  and  I  hope  that  they  will  all  enact  such  laws  as  to  attain  per- 
feet  security.  On  that  subject  I  deem  it  inexpedient  to  advise  what  they  should 
do,  for  I  do  not  know  what  the  various  state  legislatures  might  think. 

The  question  was  then  taken  on  substituting  the  report  of  the  minority  for 
tiiat  of  the  minority,  and  lost 

Mr.  Skxsls-^I  now  propose  an  amendment,  in  order  to  meet  my  ideas  of  af- 
forcMng  greater  security  to  the  public  in  matters  of  life  insurance.  And  I  make 
the  motion  which  I  am  about  to  make,  in  view  of  the  fact  that  I  am  somewhat 
alone  in  the  opinions  which  I  have  expressed  about  abolishing  all  requirements 
of  deposits.  I  would  therefore  move  that  the  sum  of  $100,000  in  the  report  be 
made  to  read  $200,000. 

Mr.  Notes  objected  to  a  change  in  the  amount,  and  thought  it  would  disturb 
the  existing  interests  of  established  companies,  and  perhaps  prevent  the  forma- 
tion of  new  companies  in  the  western  states. 

Mr.  SKEELS--One  word  further.  The  gentleman's  argument,  I  do  not  think, 
holds  good  in  reference  to  the  cUstinctions  which  may  ensue  between  the  eastern 
and  western  states,  or  the  older  and  the  newer  states.  I  hardly  think  it  is 
Hkdy  that  more  new  companies  will  be  hereafter  organized  in  the  west  than  in 
the  east  I  think  we  cannot  anticipate  any  such  state  of  affurs.  Capital  is 
growine  fiuter  in  the  east  than  in  the  west,  and  seeks  investment  in  organisa- 
tions of  this  kind  faster  here  than  it  does  in  the  west  Capital  can  be  employed 
to  greater  advantage  in  the  west  than  in  the  east  in  other  enterprises.  Hence  I 
do  not  think  there  should  be  brought  into  our  estimates  here  any  advantages  to 
accrue  in  fisvor  of  the  west  over  tne  east  And,  as  it  relates  entirely  to  pros- 
pective legislation  and  to  prospective  companies,  no  injury  can  accrue  to  the  old 
'  companies  already  established. 

I  think  the  time  is  come  in  the  history  of  life  and  fire  insurance,  both,  that 
we  should  encourage  the  establishment  of  larger  corporations,  thereby  securing 
greater  talent  for  the  executive  management  of  those  companies  to  the  greater 
protection  to  the  public  with  whom  the^  deaL 

The  PiLSSiDBNT  pro  /^m— The  question  is  on  the  amendment  offered  by  Mr. 
Skeels,  of  California,  to  substitute  $200,000  for  $100,000. 

Mr.  A.  F.  Ha&vey^Is  not  that  amendment  in  a  b^d  way  ?  It  has  not  been 
seconded. 

Mr.  Skeels— It  has,  I  beg  to  say. 

The  question  was  then  taken  on  the  amendment  offered  by  Mr.  Skeels, 
and  lost 

The  question  was  then  taken  on  the  adoption  of  the  majority  report,  as  the 
sense  of  the  convention,  and  carried. 

The  secretary  then  read  from  the  report  the  clause  relating  to  fees. 

Mr.  W.  £.  Haevet  —  I  move  to  strike  out  **  ten  dollars  per  million  " 
as  the  price  of  valuation.  There  are  some  companies  which  introduce 
new  fimgled  notions,  new  premium  plans,  for  instance.  A  Missouri 
company  nas  a  seven  per  cent  decreasing  premium  plan.    The  actual  cost  of 
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making  up  the  valuation  tables  is  about  a  hundred  times  all  that  would  be  paid 
the  state  for  valuing  those  policies.  I  move  that  it  be  stricken  out.  Ten  dol- 
lars per  million  might  do  for  ordinary  forms,  but  for  special  forms  an  extra 
fee  should  be  charged. 

Mr.  A.  F.  Harvey — I  do  not  think  it  is  a  matter  of  vast  importance ;  never- 
theless, the  price  fixed  there  should  be  only  for  ordinary  policies.  Last  winter 
I  made  a  valuation  of  some  companies,  and  paid  out  $i6o  for  clerical  labor, 
while  the  whole  fees  were  $32.  A  great  many  of  these  outside  policies  cannot 
be  valued  for  anything  like  that  money,  and  the  actuary  get  his  pay. 

Mr.  Caldwell — I  am  opposed  to  this  tampering  with  the  reports,  or  taking 
any  action  upon  them,  and  I  am  very  earnest  in  that  opposition.    There  are  a 
very  few  of  us  here,  and,  if  we  want  the  action  of  tins  convention  to  have 
weight  \»ith  the  legislative  bodies  in  the  various  states,  we  must  have  a  greater 
number  of  States  represented  here ;  and  we  must  take  time  to  give  the  subject 
r  a  more  thorough  and  careful  consideration.     It  is  determined  that  this 
ntion  will  re-assemble  in  October,  and  between  this  and  then,  no  ledsla- 
,  I  believe,  are  to  meet,  and  consequently  no  action  can  be  had.    Therc- 
[  can  see  no  use  in  pursuing  this  matter  any  farther,  and  I  now  move — 
5  President  pro  tern — ^There  is  a  motion  already  before  the  house. 
,  Caldwell — What  is  the  motion  ? 

;  President /w  itm — ^The  motion  to  strike  out  ten  dollars  per  million 
the  fees  for  valuation. 

,  Caldwell — As  an  amendment,  I  move  that  we  lay  the  further  consid- 
n  of  the  subject  of  fees  on  the  table.     Carried. 

,  W.  E.  Harvey — I  move  that  that  portion  of  the  resolution  offered  on 
lird  day  be  now  taken  up. 
5  President /r»  /:««— What  is  it  ? 

.  W.  E.  Harvey — It  was  a  resolution  offered  in  regard  to  the  practice  of 
ng  and  charging  back  the  taxes  levied  on  the  premium  in  each  of  the 

?  secretary  read  the  resolution  as  follows : 

ohedy  That  in  the  practice  of  dividing  its  surplus  amon^  its  policyholders, 

ual  life  insurance  company  should  take  mto  consideration  the  taxes  levied 

premiums  by  the  state  in  which  the  policyholder  resides,  and  that  no 
tions  for  tax  expenses  should  be  made  grom  a  dividend  to  a  policyholder 
ng  in  a  stale  wnich  does  not  charge  tne  company  with  a  tax  upon  its  pre- 

receipts ;  or,  in  other  words,  that  no  portion  of  the  taxes  levied  upon 
ums  in  one  state  should  be  charged  to  or  imposed  upon  the  policyholaers 
ng  in  another  state. 

,  w.  E.  Harvey — I  move  the  adoption  of  that  resolution  as  the  sense  of 
:>nvention.     Carried. 

,  Caldwell  offered  a  resolution  in  regard  to  newspapers,  which  was,  on 
Q,  laid  on  the  table. 

Insurance  on  the  Lives  of  Dependents. 

.  Skeels  stated  that  he  had  been  requested  by  a  life  underwriter  to  pre- 

he  following  resolution : 

xereas^  a  century's  experience  in  this  country  and  England  has  shown  that 

mces  on  the  lives  of  dependents,  or  of  those  whose  existence  is  of  no 

liary  importance  to  others,  are  certain  to  lead  to  crime  in  some  cases  ;  and 

;h  it  is  not  possible  to  provide  against  all  such  occurrences,  it  is  practicable 

!vent  the  extension  of  insurance  beyond  the  age  at  which  most  men  become 

•roducers.  if  not  dependents  ;  therefore, 

ohedy  Tnat  it  is  desirable  for  all  states  to  enact  that  after  some  convenient 

no  policies  shall  be  issued  on  the  lives  of  their  citizens  for  terms  extending 

id  the  age  of  seventy-five  (75). 

motion  of  Mr.  Noyes,  it  was  ordered  that  the  motion  be  printed  and  lie 

t  table. 

s  convention  then  proceeded  to  the  further  consideration  of  the  report  of 
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die  committee  on  blanks,  and  the  afternoon  was  spent  in  informal  discussion 
thereon. 

At  4  P.  M.  the  convention  took  a  recess  to  meet  at  the  Fifth  Avenae  Hotel  at 
7  P.M. 

The  convention  re-assembled  at  7  o'clock^  in  the  Fifth  Avenne  Hotel. 

Mr.  King,  of  the  committee  on  dividends,  expenses  and  appointment  of 
attorneys,  presented  the  following  report : 

Report  of  thb  Cohmittis  on  Dividends,  Expenses  and  Appointment 
OF  Attorneys. 

Yoor  committee  on  dividends  and  expenses,  and  appointment  of  attorneys, 
very  respectftdly  submit  the  following  report. 

tt  seems  impossible  for  the  committee  to  undertake  to  define  the  percentage 
or  limits  for  the  dividends  and  expenses  of  any  class  of  insurance  companies, 
though  at  the  same  time  it  may  be  proper  to  indicate  when  dividends  should 
not  be  made^  and  to  say  that  there  are  classes  of  expenses  which  should  be 
greatly  dimimshed,  and  perhaps  some  which  should  disappear  entirely. 

Losses  and  expenses  are  the  great  absorbents  of  income.  Time  was  when 
the  first  was  regarded  as  the  chief  enemy  of  insurance  companies;  but  in  the 
progress  of  events,  expenses  have  increased  to  an  alarming  extent,  and  it  is 
only  in  the  management  of  the  companies  themselves  that  this  evil  can  be  rec- 
tified ;  only  by  constant  watchfulness  and  keen  vigilance  on  their  part  over  the 
outgo,  and  by  a  conscientious  regard,  not  only  for  the  absolute  security  of  the 
policyholder,  but  for  the  rights  of  the  stockholder,  whose  property  is  in  their 
nands. 

Enormous  expenses  frequently  compel  the  manufacture,  or  the  introduction 
into  the  annual  statement,  of  factitious  items  as  assets,  which  must  be  excluded 
from  the  reports  of  companies,  either  hj  the  voluntary  action  of  their  officers, 
or  by  their  being  erased,  by  officials  having  charge  of  insurance  matters  in  the 
different  states. 

The  cominittee  cannot  undertake  to  limit  the  percentage  of  expenses  to  re- 
ceipts, or  the  percentage  of  dividends  on  capital ;  but  the  members  are  united 
in  the  following  opinions : 

I  St.  That  no  dividends  should  be  made  to  either  shareholders  or  policyhold- 
ers, unless  made  out  of  actual  profits,  after  deducting  losses  and  expenses,  and 
in  addition  thereto,  a  reserve  sufficient  to  cover  all  outstanding  liabilities,  to  be 
ascertained  by  some  well-established  or  legally  authorized  standard*  . 

2d.  That  all  expenses  not  germain  and  stnctly  necessary  to  the  proper  man* 
agement  of  the  business  sh<ndd  be  cut  off  or  reduced  as  rapidly  as  possible,  so 
as  to  bring  them  down  to  an  economical  basis. 

It  must  not  be  inferred,  however,  that  all  companies  can  be  made  to  show 
the  same  ratio  of  expenses  to  income,  for  it  is  evident  that  the  expenses  of  a 
young  company  must  necessarilybe  larger  in  proportion  than  in  the  case  of  a 
company  already  established.  This  is  true,  particularly  in  the  instance  of  a 
young  life  company,  because  a  large  proportion  of  its  business  is  new  and 
obtained  at  the  usually  large  first  year's  commission,  such  a  comfwny  may  have 
procured  business  mostly  by  the  payment  of  brokerages,  so  that  its  future  pre- 
miums will  be  free  from  commissions.  In  this  way  it  may  appear  to  have  been 
more  extravagant  than  another  company  which  has  obtained  its  business  at  the 
usual  first  year's  commission,  but  subject  to  the  renewal  commissions,  mort- 
gaging the  future  for  a  present  saving.  Therefore,  it  appears  that  the  official 
publication  of  tables  showing  or  contrasting  the  percentages  of  the  expenses  of 
the  diff«-ent  companies,  works  injustice  to  some  sound  and  really  economical 
QHnpanies. 

On  the  subject  of  the  appointments  of  attorneys,  diis  committee  would  suggest 
tiie  appointment,  by  each  company,  in  each  state,  in  which  it  transacts  business, 
of  one  attorney  or  agent,  who  shall  be  especially  and  formally  authorized  by  the 
eompony  he  represents,  to  receive,  in  behalf  of  his  company,  notices  of  suits 
institnted.    And  it  is  believed  that  sndi  i^pointment  of  attorneys,  and  the 


Digitized  by 


Google 


122 

f  serving  them  with  notices  of  snits,  can  be  so  regulated  by  statute 

J  proper  facility  will  be  afforded  citizens  of  the  different  states,  who 
to  sue  insurance  companies,  and  at  the  same  time  avoid  the  evOs 
upon  the  practice  which  prevaib  in  some  states  of  reouiring  every 

to  authorize  each  of  its  agents,  in  such  states,  to  acknowledge  sendee 

s,  or  receive  notice  of  suits  instituted. 

port  was  received  and  ordered  to  be  printed. 

Qsideration  of  the  report  of  the  committee  on  blanks  was  then  resumed. 

>rotracted  informal  discussion,  the  further  consideration  of  the  blanks 

red  till  next  day. 

Qvention  adjourned  at  midnight  till  ii  A.M.  on  Friday* 
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NINTH  DAY. 


New  York,  J^tme  a,  1871. 
Tbe  GOirrentkm  retssembled  in  the  hall  of  the  New- York  Board  of  Fire 
Underwriters,  at  11  A.  M. 

BuiNKS  F0&  Annual  Statements. 

The  convention  resumed  consideration  of  the  report  of  the  committee  on 
blanks.  Alter  about  two  hoars'  work  in  amending  the  forms  of  blanks  recom- 
mended by  the  committee, 

Mr.  CaLdWell  mored  that  the  report  of  the  con&mittee,  as  amended,  be 
adopted,  and  that  a  committee  of  four,  of  which  the  president  of  the  convention 
should  be  one,  be  appointed  to  supervise  the  printmg  and  distribution  of  the 
blaiULS. 

Mr.  Keusey  seconded  the  motion  and  said :  I  think  there  is  a  ^eat  propriety 
in  the  adoption  of  such  a  motion.  We  have  already  seen  that  this  matter  of  the 
blanks  is  a  very  important  one,  and  the  report  which  was  laid  before  us  by  the 
committee,  has  been  very  much  changed  and  very  much  improved.  The  bunks 
should  be  printed  and  fcnrwarded  as  soon  as  possible,  to  tne  delegates  at  their 
homes,  where  they  can  give  them  full  attention,  and  come  here  again  in  the  fall 
with  their  ideas  perfectra,  so  that  at  the  October  meeting,  we  can  finally  com- 
plete Uiem  and  send  them  to  the  companies  in  time  to  prepare  their  next  reports. 

Mr.  Skeels — I  suppose  it  will  be  competent  for  the  adjourned  meeting  of 
thb  convention  still  further  to  revise  these  blanks,  and  with  that  understanmng 
I  shall  most  cheerfully  vote  for  the  motion. 

The  motion  of  Mr.  Caklwell  was  carried,  and  the  president  named  as  the 
committee  of  revision,  in  addition  to  himself  (as  prorided  for  in  the  motion), 
Messrs.  Kelsey,  Skeels,  Smith,  and  the  secretary  ot  the  convention,  ex  offuio. 

State  Legislation. 

Mr.  Painb — I  wish  to  call  up  a  motion  made  the  day  before  yesterday,  by 
the  gentlemsm  from  Connecticut,  that  a  committee  of  three  be  appointed  to  take 
into  consideration  the  several  matters  of  state  legislation,  which  are  involved  in 
the  subject  of  insurance^  and  report  at  the  OctoMr  session  of  the  convention.  I 
caQ  it  up  and  move  its  adoption. 
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The  President— The  trouble  is  that  consideration  of  the  different  subjects 
upon  which  we  expect  to  invite  legislation,  has  been  referred  to  various  com- 
mittees, and  this  is  only  giving  to  another  committee  the  work  which  we  have 
already  provided  for. 

Mr.  NoYES — My  object  in  presenting  the  resolution  was  this  :  I  thought  that 
although  we  had  appomted  committees  to  consider  these  several  subjects  grow- 
ing out  of  the  life  and  fire  insurance  business,  yet  if  we  had  one  additional 
committee  elected  from  the  metropolitan  cities,  with  the  president  of  this 
convention  at  the  head  of  it,  as  its  chairman,  that  we  would  get  a  sort  of  con- 
centration of  opinion  on  the  subject  during  the  interval  of  the  recess  qf  the 
convention,  wmch  might,  perhaps,  aid  the  convention  in  bringing  things  to  a 
focus.     It  is  a  step  which  I  thoi^ght  might  be  of  some  service. 

Mr.  CaidwelLt— The  explanation  of  the  geiitleman  makes  the  proposition,  if 
anything,  more  objectionable  to  me.  I  am  oi)posed  to  having  all  tne  business  of 
the  convention  done  by  a  metropolitan  committee. 

Mr.  Paine  withdrew  his  motion  to  call  up  the  resolution  of  Mr.  Noyes. 

Mr.  ^keels — ^The  motion  having  been  withdrawn,  I  offer  the  following  reso- 
lution, which  has  nearly  the  same  end  in  view  as  the  one  which  is  withdrawn, 
but  which  I  think  we  can  all  unite -upon : 

Resohfed^  That  this  convention  recommend  to  the  legislatures  of  the  several 
states  the  enactment  of  a  provision,  which  shall  authorize  the  officer  having 
charge  of  the  administration  of  insurance  laws,  to  make  use  of  such  blanks  for 
annual  statements  as  are  adopted  by  this  convention. 

Which  was  adopted. 

Mr.  Smith  presented  the  following  report : 

Report  of  the  Committee  on  Valuation,  Reinsurance,  Mortality 

Tables,  etc. 

The  committee  to  which  was  assigned  the  duty  of  recommending  a  rate  of 
mortality  and  rate  of  net  interest,  to  be  designated  by  law,  as  the  oasis  upon 
which  to  make  calculations  of  net  premiums  and  net  values  of  life  insurance 
policies ;  to  report  upon  the  question  of  equitable  surrender  charge,  or  proper 
surrender  values ;  to  definitely  describe,  by  suitable  names,  the  vanous  kinds  of 
life  insurance  policies ;  and  to  report  upon  the  subject  of  reinsurance  liability 
on  fire  and  marine  policies,  have  requested  me  to  report  progress,  and  to  state 
that  in  addition  to  the  Various  communications  on  these  subjects,  made  to  the 
convention,  referred  to  this  committee,  and  printed  in  the  regular  proceedings, 
we  desire  to  place  in  the  hands  of  the  secretary,  communications  made  to  tne 
committee,  which  it  has  not  been  convenient  or  even  practicable  to  present  to 
the  convention.  The  committee  recommend  that  the  secretary  be  airected  to 
print,  with  the  other  proceedings  of  this  convention,  the  communications  just 
referred  to. 

(Signed,)  Gustavus  W.  Smith,  Chairman  CommitUe, 

The  report  was  accepted,  and  ordered  to  be  printed. 

Mr.  Caldwell — ^We  are  approaching  what  we  must  consider  the  termination 
of  the  present  session  of  this  convention,  and  for  fear  any  matters  should  be 
left  unattended  to,  I  move  that  we  take  a  recess  of  twenty  minutes.    Carried. 

The  convention  then  took  a  recess  of  twenty  minutes. 

Resolutions. 

Mr.  Skeels— I  have  a  resolution  which  it  affords  me  a  great  deal  of  pleasure 
to  o^,  and  I  have  no  doubt  it  will  receive  a  very  hearty  support  firom  the  con- 
vention.   It  is  this : 

Resolved,  That  the  thanks  of  the  convention  are  due  to  Colonel  H.  S.  Olcott 
for  die  very  able  and  effiaent  manner  in  which  he  has  discharged  his  duties  as 
secretary  of  our  body ;  and  that  the  president  of  the  convention  be  authorized 
to  appropriate,  as  compensation  for  tne  duties  so  performed,  such  a  sum  as  shall 
«eem  in  nis  judgment  proper. 

The  resolution  was  unanimously  Adopted.  • 
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The  President  vacated  the  chair,  and  Mr.  Caldwell  took  his  place. 

Mr.  Paine — I  have  a  resolution  which  I  wish  to  offer,  and  before  doing  so, 
I  wish  to  saj  that  I  know  it  is  one  which  will  meet  with  the  approbation  of  all 
my  associates.  I  wish  to  express  with  how  much  pleasure  I  have  spent  the 
few  days  during  which  we  have  been  together  in  the  city  under  the  call  issued 
by  the  superintendent  of  the  insurance  department  of  New-York.  I  anticipated 
a  good  time  when  we  came  here,  but  I  anticipated  no  such  time  as  we  have 
had.  Pleasures  have  swarmed  upon  us  to  an  extent  which  I  never  before 
enjoyed  in  connection  with  any  public  gathering,  and  I  think  this  will  be 
the  testimony  of  all  here,  and  prindMl  among  those  who  have  been  the 
means  of  oiir  enjoying  ourselves  to  sucn  an  extent  has  been  our  President. 
I  feel  extremeTy  thankful  to  him  for  having  thus  introduced  us  to  each  other. 
1  feel  extremely  thankful  to  him  for  his  courtesies  to  us  since  we  have  been 
here,  and  for  the  manner  in  which  he  has  presided  over  our  deliberations. 
I  will  not  extend  these  remarks  further,  since  the  time  has  arrived  when  we 
should  adjourn,  but  will  ask  the  privilege  of  reading  the  following  resolution : 

Resohed,  That  the  thanks  of  this  convention  are  hereby  tendered  to  our 
president,  Hon.  George  W.  Miller,  superintendent  of  the  insurance  department 
of  New- York,  for  his  polite  invitation  extended  to  us  to  attend  upon  this  occa- 
sion i  also  for  the  numerous  kindnesses  shown  us  while  here,  as  well  as  for  the 
pleasant  and  impartial  manner  in  which  he  has  presided  over  our  deliberations. 

Mr.  NoYES — ^I  never  was  more  gratified  with  any  communication  that  I  ever 
received  from  any  official  source,  than  I  was  with  that  of  Miller  calling  this  con- 
vention together.  I  thought  it  came  from  the  right  source,  and  I  thought  it 
would  be  productive  of  more  good  than  any  insurance  convention  ever  held  in 
this  country  or  abroad.  Through  the  aeency  of  this  gentleman  we  have  beg^n 
to  build  upon  the  foundation  Cud  by  his  predecessor  in  office.  One  of  the 
beginnings  and  causes  of  our  success  was  the  determination  of  the  convention 
at  an  early  stage  of  its  proceedings  to  avail  itself  of  the  light  and  knowledge  on 
insurance  matters  which  is  collected  in  this  great  metropolitan  city.  We  did 
not  arrogate  to  ourselves  all  knowledge  on  Uiese  subjects.  The  foundation 
of  a  man's  education  is  to  learn  how  liRe  he  knows,  and  when  he 
knows  how  little  he  does  know  he  is  a  learned  man,  for  he  has  commenced 
from  the  right  point  and  in  the  right  way,  and  is  sure  to  build  for 
permanence.  We  came  here,  and  at  once  joined  hands  with  the 
msurance  companies  and  the  actuaries  of  this  aty,  and  all  who  desired 
to  appear  before  us  to  present  their  views  have  been  allowed  to  do  so.  And 
now,  sir,  this  concentrated  wisdom  is  about  to  be  embodied  in  a  volume,  and 
pubtished  to  the  insurance  world.  And  that  book  is  to  find  its  way  into  every 
public  lilnranr  in  the  United  States.  I  will  go  further,  Mr.  President,  and  say 
that  you  will  find  that  book  in  all  the  insurance  libraries  of  England,  and  that 
when  we  publish  that  book  we  will  publish  a  book  such  as  has  not  been  pub- 
lished on  the  other  side  of  the  Atlantic  I  think  that  mv  library  will  not  con- 
tain anything  upon  the  subject  of  insurance  that  will  exceed  in  value  this 
volume.  We  have  paid  respect  here,  sir,  to  the  insurance  talent  of  this  city, 
and  thcj  have  paid  respect  to  our  official  position,  and  now  we  are  going  home 
to  consider  what  has  been  laid  before  us  oy  the  talented  gentlemen  who  have 
aided  us  in  oar  work.  We  have  not  attempted  to  dictate  to  anybody,  and  we  • 
are  not  going  to  attempt  to  dictate  legislation  \  but  we  are  going  to  study 
the  great  questions  before  us,  and  come  back  in  October  prepared  to  act  upon 
them.  I  tnink  our  thanks  are  due  to  the  gentleman  who  nas  enabled  us  to 
make  this  beginning,  and  I  most  heartOy  concur  in  the  resolution  which  has 
been  offisred* 

Mr.  Kblsky— It  will  give  me  the  greatest  satis&cdon  to  vote  for  the  adop- 
tion of  this  resolution.  In  common  with  every  member  of  this  convention,  I 
desire  to  express  my  extreme  gratitude  for  the  courtesy  and  the  kindness  which 
we  have  received  at  the  hands  of  the  president,  and  also  from  the  secretary  of 
the  convention.  The  president  has  presided  over  the  deliberations  of  the  con- 
vention with  great  dignity,  great  ability,  great  impartiality,  and  unvarying  fidr- 
ness,  and  the  secreta^  bias  performed  his  duties  with  an  ability  rarely  equalled. 
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and  we  all  feel  ander  great  obligations  to  them  both.  Some  of  our  number 
are  gone ;  but  those  gentlemen,  gentlemen  from  the  far  west,  took  care  to  say 
to  me  before  they  left :  "  Don't  mrget  to  express  our  warmest  thanks  to  Mr. 
Miller,  our  president,  and  to  Colonel  Ofcott,  our  secretary.  We  shidl 
all,  I  am  sure,  go  from  here  with  similar  fecling[s  toward  these  gentlemen. 
One  of  the  advantages  growing  out  of  this  conyention  is  that  we  have  made  the 
acquaintance  of  each  other.  Hereafter,  in  our  official  correspondence  with  each 
other,  we  shall  know  to  whom  we  are  writing  and  shall  speak  more  understand- 
ingly,  and  with  greater  freedom.  I  hope  the  resolution  will  be  adopted. 
Tne  resolution  was  unanimously  adopted. 

The  Work  of  the  Convention. 

Mr.  Miller — I  would  like  to  say  that  this  tribute  of  respect  is  not  without 
its  effect  upon  me,  but  I  will  defer  any  remarks  in  answer  to  it  till  just  before 
the  adjournment  I  have  a  preamble  and  resolution  which  I  now  propose  for 
the  consideration  of  the  convention. 

Whereas,  This  convention  has,  aften  ten  days  of  arduous  devotion  to  the  con- 
sideration of  the  various  important  subjects  submitted,  arrived  at  definite 
conclusions  upon,  and  recommended  the  adoption  in  the  several  states,  of 

Uniform  forms  of  annual  statements,  to  be  used  by  fire>  Ufe,  and  marine 
companies ; 

The  requirement  of  deposits  of  companies,  only  in  the  states  where  they  are 
or^inized ; 

The  appointment  of  but  one  attorney  by  each  company  in  each  state,  where 
it  transacts  business,  to  receive  service  of  process ; 

And  other  important  reforms  looking  to  a  simphfication  and  unification  of  the 
great  insurance  system,  and  a  harmonious  and  reciprocal  supervisory  action  of 
the  respective  state  insurance  departments ;  and, 

Whereasy  a  vast  amount  of  valuable  information,  and  a  large  number  of  able 
and  important  papers  and  communications  have  been  laid  before  the  convention^ 
and  are  now  unoer  consideradoiSby  the  several  committees ;  therefore,  be  it 

Resolved,  That  this  convention,  when  it  shall  adjourn,  will  adjourn  with  the 
firm  determination  of  reassembling  in  October,  and  by  a  careful  consideration 
of  the  matter  now  before  it,  and  of  the  various  reports  hereafter  to  be  submitted, 
endeavor  to  the  best  of  its  ability  to  perfect  the  work  begun,  and  fully  carry  out 
the  great  objects  which  called  it  together. 

Mr.  Skesls  seconded  the  resolution,  and  it  was  carried  unanimously 

Thanks  to  the  Reporters. 

Mr.  Kelsey,  of  New  Jersey,  presented  the  following : 

Resohed^  That  to  the  official  reporters  of  the  transactions  of  this  convention, 
and  to  the  representatives  of  the  press  of  New  York,  for  the  accuracy  and 
fidelity  of  their  permanent  records,  and  the  daily  published  reports  of  our 
proceedings,  and  also  for  their  marked  and  uniform  courtesy  to  the  individual 
members  of  the  convention,  our  earnest  acknowledgements  smd  hearty  thanks 
are  due  and  hereby  cordially  tendered.  - 

*  The  Official  Reports. 

Mr.  Webb  presented  the  following : 

Resolved,  Tnat  the  thanks  of  the  convention  be  hereby  tendered  to  Messrs. 
J.  H.  and  C.  M.  Goodsell,  printers  to  the  convention,  for  their  promptness  in 
preparing  and  printing  the  official  reports  of  the  proceedings  of  this  booy.  And 
that  the  carefulness  and  excellent  typography  wnich  have  been  displayed  in  the 
publication  of  these  reports,  are  entitled  to  this  formal  acknowledgement  by  the 
convention. 

Secretary  Olcott — I  think,  since  the  convention  has  been  so  kind  as  to  thank 
me  for  the  part  I  have  taken  in  its  proceedings,  as  secretary,  it  is  proper  and 
right  that  I  should  say  that  agreat  part  of  the  credit  is  due  to  the  official  print- 
ers instead  of  to  myself.    The  stenographers,  in  reporting  the  proceedings. 
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'Vfriaiim,  and  tlie  printers  in  the  work  they  have  so  well  and  promptly  done 
each  day,  have  taken  upon  themselves  the  greater  part  of  the  duties  usually  de* 
volving  upon  the  secretary  of  a  deliberative  body,  and  I  think  we  may  safely 
challenge  comparison  of  our  reports  with  those  of  any  other  body  ever  made 
with  the  same  volume  of  business  before  it,  and  with  the  same  necessity  for 
speed  that  we  have  had.  Therefore  I  think  that  this  resolution  is  not  at  all  too 
complimentary. 
The  resolution  was  adopted  unanimously. 

The  Insurance  Press. 

Mr.  Caldwell— The  other  day  I  offered  a  resolution,  which  now  lies  upon 
the  table,  in  reference  to  the  insurance  press.  I  move  that  it  be  now  taken  up, 
and  that  the  following  be  substituted  for  it : 

Rtiotved,  That  in  me  judgment  of  this  convention  the  criticisms  of  an  inde- 
pendent, capable  and  moral  insurance  press  are  calculated  to  be  of  value  to  the 
community — to  the  sound  insurance  company,  and  to  all  interests  and  officials 
connected  in  any  way  therewith ;  and  that  it  is  important  that  an  insurance  press 
of  such  character  only  should  be  sustained. 

TTie  resolution  was  adopted. 

Other  Resolutions  and  Remarks. 

Mr.  NoYES — ^At  the  time  the  resolution  in  regard  to  our  secretary  was  pend- 
ing  he  was  not  in  the  room,  and  therefore  we  deferred  some  remarKs  which  we 
intended  to  make.  The  members  of  this  convention  have,  I  believe,  almost 
unanimously  expressed  themselves  gratified  with  the  thoughtfiilness  of  the  presi- 
dent  in  selectixig  for  our  secretary  a  gentleman  who  is  not  connected  witn  any 
insurance  company,  and  who  was  therefore  in  a  position  to  stand  between  us  in 
the  little  diversities  of  opinion  which  might  exist,  and  which,  allowed  to  become 
subjects  of  discussion,  might  have  led  us  astray  from  more  important  affidrs  smd 
have  prevented  the  accomplishment  of  the  results  which  we  have  attained ;  a 
gentleman  too,  who,  by  his  conduct  and  manner,  has  gained  the  confidence  and 
the  respect  of  every  one  of  us,  to  whom  we  have  been  under  great  obligations  in 
many  ways,  and  whom  we  shall  never  forget.  This  brief  expression  of  our  feel- 
ings on  tnis  subject  I  have  been  request^  by  several  delegates  to  make  at  this 
time. 

Mr.  Caldwell — In  connection  with  the  remarks  just  made  I  beg  leave  to 
say  one  word,  which  is,^that  I  feel  under  greater  obligations  to  our  secretary  per- 
sonally than  any  other  member  of  this  convention. 

Mr.  Paine — I  call  up  the  resolution  for  appointing  a  committee  to  consider 
the  expendiency  of  a  permanent  organization,  and  if  considered  expedient,  to 
draw  up  a  constitution  and  by-laws  for  it 

The  President— If  the  gentleman  will  allow  me,  I  will  look  over  the  printed 
proceedings  and  see  what  the  resolution  provides  for,  and  then  name  the  com- 
mittee afterward,  and  communicate  to  the  gentlemen  the  fact  of  their  appoint- 
ment. 

Mr.  PiLLSBURY — ^There  have  been  a  great  manv  closing  words,  and  quite  a 
number  of  gentlemen  prominently  connected  with  the  convention  have  been  men- 
tioned, and  now  it  seems  to  be  highly  proper  that  the  tallest  man  in  our  com- 
pany should  have  a  little  notice  in  some  way.  I  recollect  that  a  very  faithful 
old  nurse  of  mine  was  in  the  habit  of  saying,  "while  there's  life,  there's  hape^ 
The  reverse  of  this  has  been  suggested  to  me  by  the  presence  of  this  gentleman 
among  us,  and  I  would  amend  the  proverb  by  sajring,  "  while  there's  Hope, 
there's  life. 

Mr.  Geo.  T.  Hope,  president  of  the  Continental  Fire  Insurance  Company, 
who  was  sitting  in  the  room,  having  been  invited  to  the  floor  and  loudly  called 
upon  to  respond,  said  —  Mr.  President,  beyond  any  sort  of  question  I 
I  am  confident  that  you  gentlemen  have  heard  all  the  talk  that  you  want 
to.  But  allow  me  to  say  that  I  looked  upon  the  assembUng  of  this  con- 
vention with  considerable  apprehension.     I  thought  that  you  might  turn  this 


Digitized  by 


Google 


T 

to 


128 

way  or  that;  either  your  coming  together  would  have  the  effect  of  developing 
the  peculiar  and  unfortunate  idiosyncrasies  of  every  one  who  had  a  pet  noticm 
of  his  own,  to  the  damage  of  us  all,  or  else  it  would  have  the  effect  which  we 
have  seen  it  has  had.  But  I  declare  to  you  that  I  had  not  been  in  the  room  an 
hour  before  I  became  satisfied  of  the  broad  inteUigence  of  the  men  who  com- 
posed this  convention, — of  the  officials  of  the  various  states, — and  became 
satisfied,  and  from  that  moment  to  this  have  been  free  to  declare,  that  the  result 
of  this  convention  was  to  be  good,  and  good  only,  forever,  so  long  as  insurance 
companies  exist  I  am  glad  that  you  assembled  together.  I  doubt  if  the 
gentleman  on  my  rip^ht  (Mr.  Miller)  will  do  a  better  uiing  so  long  as  he  lives 
than  this  act  of  bringing  you  together.  We  are  very  apt  to  think  that  the  thing 
in  which  we  are  specially  concerned  is  important  beyond  all  other  matters.  But 
I  tell  you  that  the  question  of  insurance  reaches  every  home  and  every 
individual  in  this  broad  land,  and  there  is  no  more  important  interest  to  be 
found  upon  the  face  of  the  globe.  And  your  connection  with  it,  and  the  manner 
in  whicn  it  is  evident  your  business  is  to  be  conducted,  secures  for  it  a  per- 
petuity and  a  breadth  to  which,  without  this  convention,  it  would  have  Men 
a  stranger.  This  is  the  sentiment  of  the  insurance  companies  of  New  York 
city.  Tliey  are  glad  you  came  here,  and  proud  to  have  met  vou.  When  they 
have  occasion  to  correspond  with  you  they  will  know  you,  and  you  will  know  so 
many  of  them  that  we  shall  find  to  be  true  what  was  declared  at  the  outset  of 
^our  proceedings,  that  the  interest  of  the  insuring  public  in  its  highest  sense  b 
identical  with  the  interest  of  all  sound  insurance  companies.  We  feel  that  if 
^ou  will  just  go  on  in  the  line  you  have  indicated  already,  acting  intelligentlv 
for  the  public  good,  you  will  be  the  best  fiiends  we  have.  Gentlemen,  I  thank 
you  for  calling  upon  me  and  enabling  me  to  say  just  this  little  thing. 

Mr.  NoYES — I  would  like  to  hear  from  every  remaining  member  of  this  con- 
vention.   We  have  not  said  all  yet.     I  want  to  hear  from  every  gentleman. 

This  proposition  was  informally  agreed  to,  and  General  Smith  was  first 
called  upon  to  speak. 

Mr.  Smith  said — I  think  we  have  come  very  nearly  to  the  time  when  the 
president  should  adjourn  us  and  wind  up  the  convention;  but  since  I  have  been 
called  upon  I  will  say  just  this.  My  attention  was  inddentally  called  to  the 
subject  of  life  insurance  some  year  and  a  half  ago,  and  when  I  found  upon  what 
a  peculiar  and  very  simple  theory  it  is  based,  I  was  utterl)r  amazed  to  mink  how 
little  the  thing  was  eenerally  understood,  and  that  the  insuring;  public  were 
utterly  ignorant  of  what  it  was  all  about.  The  committee  of  which  I  am  chair- 
man has  before  it  for  consideration  this  peculiar  element  of  life  insurance  which 
I  refer  to,  and  I  think  if  the  members  of  the  committee  will  closely  attend  to 
and  study  over  that  matter,  they  will  have  different  views  when  they  come  back 
of  the  theory  of  life  insurance  firom  those  which  they  had  when  they  came  here. 
My  opinion  is  that  everv  intelligent  man  ought  to  understand  this  peculiar 
theory,  and  I  hope  that  the  beginning  which  we  have  nuule  here,  and  the  com- 
munications sent  in  and  referred  to  the  various  committees,  will  spread  before 
you  an  amount  of  information  which  will  enable  you  to  eet  out  what  I  think 
has  been  kept  a  secret  a  little  too  closely  and  a  little  too  long.  We  will  find 
that  the  m3rsteries  of  the  actuaries'  art  b  no  m3rstery  at  all,  and  that  when  they 
are  fully  comprehended  there  will  be  safety. 

Mr.  Harvey — ^The  gentleman  has  spoken  of  the  mysteries  of  life  insurance. 
There  is  a  gentleman  here  who  b,  perhaps,  as  well  posted  in  the  mysteries  of 
life  insurance  as  any  one  in  the  country,  and  I  would  like  very  much  to  hear 
firom  him.    I  mean  Mr.  Bryant,  actuary  of  the  New  York  insurance  department. 

Mr.  Bryant— The  mystery  of  life  insurance !  Why,  there  b  not  the  least 
mystery  in  it  The  only  mystery  is,  how  it  has  managed  to  live  so  long  on  the 
reputation  of  having  a  mystery,  which  it  has  not     [lighter.  1 

Mr.  Harvey — I  am  very  glad  that  we  have  not  that  great  bugbear  to  stare 
US  in  the  face  any  longer.  We  can  now  go  back  to  our  homes  and  study 
the  commercial  aspects  of  this  question  without  bothering^  our  heads  about  the 
mysteries  of  the  actuaries'  science.  I  confess  to  a  pecuhar  gratification  in  see- 
ing gentlemen  connected  with  the  insurance  departments  of  the  different  states 


Digitized  by 


Google 


129 

meeting  gentlemen  representing  the  insurance  interests  of  the  dtj  of  New* 
York.  We  came  here  determined  to  learn  what  there  was  in  this  thing,  how 
we  coold  protect  the  honest  compi>iiies  and  the  policyholders,  and,  at  the  same 
time,  how  we  could  oversee  the  management  of  the  business  of  the  companies 
without  imposing  useless  requirements.  I  think  we  have  made  a  great  step 
toward  uniformity  and  towsird  preventing  vast  bills  of  expense  to  the  com-' 
panies  in  making  reports  to  the  departments.  And  I  hope  that  next  fidl  all 
other  questions  will  be  duly  considered,  and  that  we  will  oe  prepared  to  act, 
and  that  a  perfect  uniformity  will  be  secured  which  will  not  oni  v  nelp  us  here 
in  &is  country,  but  have  an  influence  upon  insurance  legislation  in  other 
countries. 

Mr.  Webb  said — On  an  occasion  like  this  I  never  did  make  a  speech,  and 
never  can.  My  knowledge  and  command  of  the  English  language  is  too  small 
to  enable  me  to  express  what  I  feeL  I  would  much  rather  that  the  hearty 
concurrence  which  I  have  given  to  the  resolutions  of  thanks  to  the  president 
and  secretary  of  this  convention,  and  to  the  reporters,  who  have  so  faithfully 
reccnried  our  proceedings,  to  the  learned  and  distinguished  gentlemen  who 
ha:ve  favored  us  with  so  much  light  and  information,  and  to  the  printers  who 
put  it  in  type  every  day  for  our  use,  should  be  distinctly  understood  without 
my  being  called  upon  to  utter  it  in  form  and  word.  Because,  Mr.  President,  I 
have,  firOTi  the  beginning,  ajpredated  as  much  as  any  gentleman  in  the  room, 
the  great  and  important  mterests  which  this  convention  was  called  to  subserve 
and  enhance.  1  did  not  come  here  to  give  advice  or  instruction,  but  to  learn 
and  more  thoroughly  appreciate  the  duties  which,  by  law,  have  been  devolved 
npon  me,  and  I  lutve  listened  most  attentively  throughout  the  entire  proceed- 
ings, and  have  endeavored  to  profit  thereby.  And,  simply  saying  now,  that  I 
hav<^  though  remaining  in  my  seat  silent,  indorsed  and  approved  of  all  the 
resolutions  of  thanks  which  have  been  offered,  I  beg  you  will  excuse  me  from 
any  further  remarks. 

lk€r.  Skeels — I  believe  I  am  the  last  member  to  be  called  upon  for  a 
parting  word  on  this  occasion,  and  I  can  scarcely  be  called  a  resuity,  as  I 
am  omy  a  proxy,  and  therefore  it  is  of  very  little  consequence  what  I  may 
say  to  you.  I  can  say  little  on  behalf  of  the  state  which  I  represent,  as  I  never 
have  seen  it,  but  I  propose,  when  you  meet  here  next  October,  to  have  here  a 
gentleman  who  will  do  his  state  more  credit  than  I  have  been  able  to  do  it  on 
account  of  my  inexperience  in  deliberative  bodies,  this  being  my  first  experience 
of  the  kind.  I  am  glad,  however,  of  the  opportunity  to  join  with  tne  other 
delegates  present  in  the  expression  of  those  warm  and  emphatic  sentiments 
which  have  been  uttered  here  in  return  for  the  cordial  manner  in  which  we 
have  been  treated  by  the  various  interests  with  which  we  are  concerned,  and 
especially  in  the  thanks  to  the  presiding  officer  of  the  convention  for  the  im- 
partial manner  in  which  he  has  presided  over  our  deliberations.  When  I  came 
nere  he  was  as  much  a  stranger  to  me  as  he  was  to  you,  although  I  am  a  resi- 
dent of  the  state  over  whose  insurance  interests  he  presides  as  insurance  su- 
perintendent I  am  glad  to  find  that  we  are  honored — I  speak  now  of  the 
state  of  New- York,  and  as  a  resident  of  that  state — in  having  so  distinguished 
a  superintendent.  I  am  glad  that  he  called  this  convention.  It  was 
a  wise  step,  and  I  join  heartily  in  the  sentiment  which  has  been  ex- 
pressed here  that  this  is  one  of  the  most  important  conventions 
that  has  ever  assembled  in  this  state.  There  is  yet  work  to  be  done 
by  this  convention,  and  no  one  who  has  been  present  or  who  reads  the 
proceedings  of  this  session  will  doubt  that  great  good  will  be  accomplished  by 
fatore  sessions,  as  there  has  been  in  this  session.  One  word  further.  I  desire 
to  express  my  thanks  for  the  prompt  manner  in  which  the  duties  of  the  secre- 
tary nave  be^  performed,  and  those  of  the  reporters  and  printers,  and,  in  fact, 
for  all  of  the  arrangements  which  have  been  made  to  expedite  business,  and  I 
bope  they  will  receive  the  reward  to  which  they  are  entitled,  and  that  is,  the 
thanks  of  the  public  generally. 

Mr.  Caldwell  beii^  called  upon,  said :  I  had  hoped  that  I  would  be  over- 
looked, for  I  feel  that  ihave  already  said  probably  more  than  I  CNi|rhl  io  hfite 
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said,  considering  the  hct  that  I  am,  probably  if  not  the  youngest,  one  of  the 
youngest  members  of  the  convention.  I  can  only  say,  as  those  who  have  pre- 
ceded me  have  said,  that  I  feel  that  I  have  not  only  acauired  much  information, 
that  I  have  not  only  gained  much  knowledge  by  my  visit  to  your  dty,  but  that 
I  have  also  received  a  great  pleasure  in  the  many  happy  acquaintances  which  I 
have  made,  and  I  trust  that  it  may  be  long  before  these  pleasant  memories  will 
be  erased  from  my  mind. 

Mr.  Kelsey — Mr.  President,  I  think  one  of  the  wisest  things  we  did  at  the 
outset  of  this  convention  wa«  calling  to  the  floor,  as  an  honorary  member,  cer- 
tain gentlemen  in  high  position  in  the  insurance  world — distingmshed  in  all  that 
pertams  to  the  business  of  insurance — and  we  have  had  great  pleasure  and 
profit  in  listening  to  them  and  consulting  with  them  throughout  our  delibera- 
tions. I  see  one  of  those  gentlemen  here,  and  I  trust  we  slmll  not  depart  with- 
out hearing  from  your  nonorable  predecessor  in  office,  Mr.  Barnes,  of 
New-York. 

Mr.  Barnes— ;Mr.  President  and  gentlemen  of  the  convention,  I  supposed 
that  I  had  such  a  retired  seat  that  I  would  have  the  privilege  of  enjoyinSgj  the 
remarks  made  by  others  without  being  called  to  make  any  m^^elf.  It  is  a  great 
gratification  to  me  that  I  happened  in  at  just  this  time,  and  to  witness  the  cor- 
dial feeling  and  respect  wnich  prevail  among  you  toward  each  other,  and 
toward  the  officers  of  the  convention,  at  the  close  of  the  proceedings.  I 
recollect  very  well,  some  seven  or  eight  years  ago,  there  was  a  very  united, 
enthusiastic  and  persistent  effort  made  by  officers  of  the  life  insurance  compa- 
nies, in  the  city  of  New  York,  and  throughout  the  United  States,  to  have  a 
national  supervision  of  insurance  companies,  by  the  United  States  government; 
to  have  a  national  bureau  established  which  should  have  jurisdiction  all  over  the 
United  States.  Pamphlets  were  published  at  that  time,  and  very  g^at  and 
persistent  efforts  were  made  to  secure  legislation  by  the  United  States,  on  this 
subject.  Those  efforts  were  so  enthusiastic,  and  the  gentlemen  engaged  in 
them  were  so  confident  that  that  was  the  true  solution  of  their  difficulties,  that 
to  a  certain  extent  I  aided  them,  without  believing  in  the  expediency,  the  con- 
stitutionality, or  the  practicability  of  supervising  the  insurance  interests  of  the 
<lifferent  states,  through  the  government  at  Washington:.  I  know  that,  at  that 
time,  the  impression  prevailed  that  an  insurance  superintendent  was  the  natural 
enemy  of  insurance  companies,  and  the  more  insurance  departments  there 
were  created  the  more  embarrassments  would  be  thrown  around  the  business. 
It  seems  tb  me  to  be  acknowledged  now  that  the  true  policy  on  this  subject  is 
to  have  an  insurance  department  in  every  state  in  the  union.  And  then,  as  I 
said  at  that  time,  if  the  same  effort  was  made  to  harmonize  state  leg[islation  as 
was  made  to  establish  a  general  bureau,  you  could  bring  about  a  uniformity  of 
legislation  in  insurance  matters  throughout  the  country.  I  am  very  |;lad  to  see 
tluit  it  has  taken  this  direction,  and  it  is  a  matter  of  pride  and  gratification  to 
me,  that  I  see  you  united  here  to-day,  so  desirous  and  so  zealous  to  perfonn 
your  duties  as  insurance  superintendents.  It  is  entirely  certain  that  the  true 
interests  of  the  people  are  precisely  identical  with  those  of  the  companies. 
Their  interests  are  precisely  identical,  and  the  very  best  friends  of  the  compa- 
nies in  the  country,  and  the  very  best  friends  of  the  whole  public  are  the 
insurance  superintendents.  It  may  not  always  be  precisely  plain  what  your 
duties  are  in  a  particular  case,  but  the  fact  that  the  interests  over  which 
you  have  control  are  identical,  lessens  your  task  and  makes  it  a  great 
deal  more  easy  of  accomplishment.  I  am  not  entirely  conversant  with 
the  conclusions  whidi  you  luve  arrived  at  in  the  course  of  your  de- 
liberations so  far.  But  it  will  not  make  much  difference  in  the  long  run 
whether  you  have  actually  accomplished  much  or  not.  The  fact  of  your 
your  meeting  in  congress  is  a  fact  which  is  in  itself  sufficient  to  guarantee  ulti- 
mate success.  The  American  people  are  accustomed  to  meet  in  this  way, 
accustomed  to  discuss,  accustomed  to    harmonize,    accustomed  to    achieve 

Practical  results ;  and  I  am  entirely  confident  that  the  gentlemen  here  assem- 
led  And  their  successors  will  achieve  all  the  practical  results  desirable,  and 
place  us  beyoud  all  other  countries  in  the  world  in  the  status  of  our  insurance 
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interests.  Mr.  President  and  gentlemen,  you  have  my  hearty  i ympathies  and 
best  wishes  for  the  success  of  your  labors*  You  will  permit  me  to  enjoy  all 
yoQT  successes.  Any  £idlure  of  an  insurance  superintendent  to  fully  perform  his 
duties,  any  lack  on  his  part  I  shall  feel  keenly.  I  wish  you  all  success— tbe 
ereatest  success — and  I  oelieve  you  are  going  to  achieve  it :  and  gentlemen, 
uiroagh  yon  and  through  your  success  will  the  interests  of  your  country  be 
guarded  so  far  as  regards  its  insurance  business. 

MoRTAUTY  Statistics. 

Mr.  W.  E.  Hartit  moved  as  follows  2 

Resolved^  That  the  various  life  insurance  companies  be  requested  to  furnish 
the  committee  on  valuations  such  information  and  statistics  relative  to  their 
mortality  experience  as  may  be  desired,  to  enable  the  committee  to  recommend 
the  mortsdity  table  which  should  be  adopted  as  the  uniform  standard  for  the 
valuation  of'^life  insurance  policies  in  the  several  States. 

The  resolution  was  adopted. 

Resolution  op  Thanks. 

Mr.  Miller  (the  president)  offered  the  following  resolution:— 
Resohed,  That  the  thanks  of  this  convention  are  nereby  cordially  tendered  to 
^e  N.  Y.  Board  of  Fire  Underwriters  for  the  use  of  its  hall  during  the  sessions 
of  the  convention,  and  to  its  officers  for  the  ereat  personal  courtesy  which  has 
marked  their  relations  with  ourselves ;  and  that  the  acquaintanceship  which  we 
have  formed  with  those  gentlemen  is  among  the  pleasantest  features  of  tha 
session. 

Closing  Address  of  the  President. 

The  president,  Mr.  Miller,  at  this  time  resumed  the  chair,  and  delivered 
die  following  closing  address : 

GentUmtn  tfthe  Cofwention — In  view  of  all  that  has  taken  place,  I  feel  that 
I  cannot  allow  you  to  separate  without  sajring  one  or  two  words.  Yon  can 
well  appreciate  that  I  am  not  insensible  to  tne  compliments  which  you  have 
bestowed  so  lavishly  upon  me,  and  which  are  so  undeserved.  I  claim,  gentle- 
men, no  more  credit  for,  no  greater  share  in,  any  results  which  may  follow  our 
meeting  here  than  that  which  is  due  to  each  and  every  one  of  you  who  have  so 
cordialfy,  so  patientlv,  so  generously  co-operated  with  me  in  the  humble  effort 
which  I  inaugurateo.  Without  your  co-operation,  gentlemen,  this  meeting, 
of  course,  could  not  have  taken  place,  and,  in  view  of  the  occasion 
and  the  congratulations  which  have  recently  passed  between  us,  vou 
win  indulge  me  for  a  few  moments  only,  for  I  have  already  taken 
too  much  of  your  time.  The  deep  interest  which  I  feel  in  this  subject, 
and  which  I  can  never  divest  myself  of  as  long  as  I  hold  the  position  at  pres- 
ent occupied  by  me,  nor  even  afterward,  has,  perhaps,  in  some  in- 
stances, induced  me  to  the  use  of  a  more  earnest  kind  of  expression  than  I 
should  have  employed,  and  words  that  I  might  have  selected  with  greater  care 
and  discretion.  But  gentlemen,  if  an^hing  has  dropped  from  me  which  ap- 
peared  at  all  offensive,  I  be^  that  it  will  be  forgotten  and  buried  in  the  past, 
and  that  we  will  separate  with  those  cordial  feelings  with  which  we  came  to- 
gether ;  and  that  that  courtesy,  that  universal  harmony  of  feeling  which  has 
marked  your  proceedings  this  afteVnoon  will  mark  our  social  and  political  in- 
tercourse for  all  time  to  come.  I  do  feel,  gentlemen,  very  deeply  upon  this 
subject.  I  do  not  propose  to  dilate  upon  its  importance  at  this  time,  but  aUow 
me  a  single  word  or  two  in  further  elucidation  of  the  great  idea  which,  in  my 
humble  judgment,  lies  at  the  bottom  of  this  whole  subject  The  idea  whicn 
was  in  my  mind  when  I  addressed  the  first  communication  to  you  upon  this 
subject  was,  and  still  is,  that  in  consonance  with  our  form  of  government  it  is 
necessary  that  the  respective  states  should,  as  to  all  matters  which  afiect  the 
people  of  all  the  states,  consult  together  and  endeavor  by  cordial  co-operation 
to  produce  similar,  homogeneous,  and  consistent  legislation  and  state  action ; 
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that  wlule  each  state  is  perfect  within  itself,  a  community  within  itself  for  all 
the  purposes  of  local  government,  and  while  it  should  be  entirely  free 
from  all  restraint  on  the  part  of  other  states,  yet  by  this  commingling 
and  communing  together,  and  comparison  of  interests,  they  shoulc^  by 
the  independent  action  of  each  create  one  grand,  harmonious  sys- 
tem for  the  whole.  This  system  of  insurance  is  like  a  vast  ma- 
chine. Let  the  parts  be  constructed  by  independent  artizans  without  any 
reference  to  the  labors  of  each  other,  and  you  have  no  warrant  that  they  will  fit 
together  and  work  in  harmony,  or  produce  any  kind  of  useful  result.  But  let 
the  artificers  come  together  and  unite  their  skul ;  let  the  different  parts  be  made 
for  each  other,  and  by  connecting  links  be  made  to  work  together,  and  yon  will 
have  a  perfect  machine.  Let  this  method  be  applied  to  a  conmion  system  of 
insurance  supervision  for  the  whole  country,  and  we  shall  have  a  system  like  the 
mechanism  of  the  clock,  where  every  little  wheel  works  in  harmony  with  all  the 
others, — a  system  which  shall  move  with  regularity,  the  certainty,  and  the  efl5- 
ciency  of  the  pendulum.  Gentlemen,  when  we  accomplish  this  result,  then, 
and  not  till  then,  will  I  see  the  reward  of  Uie  efforts  which  I  have  bestowed  to 
bring  about  this  result,  and  I  trust  and  believe,  from  the  magnificent  spirit  that 
you  have  all  evinced  since  we  assembled  together,  that  you  all  feel  in  the  same 
wav  and  will  co-operate  together  to  this  end. 

I  cannot,  gentlemen,  too  warmly  express  to  you  the  gratitude  that  I  feel  for 
your  generous  treatment  of  me  as  a  person  and  as  a  presiding  officer.  As  I  told 
you  when  I  accepted  this  position,  I  was  poorly  qualified  to  discharge  its  duties. 
I  have  but  little,  ii  any,  experience  as  a  presiding  officer,  and  can  only 
say  that  what  I  have  done,  I  have  done  wishing  to  do  that  which 
was  right,  and  for  the  furtherance  of  the  interests  over  which  we  have  been 
deliberating,  and  that  if  I  have  made  anj  mistakes,  you  will  please  attribute  it 
to  errors  of  judgment,  and  not  to  intention.  You  have,  gentlemen,  aU  of  yoii« 
shown  a  spirit  of  comprehension  and  an  earnest  desire  ultimately  to  arrive  at 
conclusions  and  a  knowledge  of  this  subject,  which  does  credit  to  you  all;  and 
when  we  assemble  again,  I  feel  that  we  shall  all  be  more  sensible  than  even 
now  to  the  great  benefit  which  we  have  derived  from  our  meeting  together, 
and  from  the  information  which  has  been  laid  before  us,  and  which  we  shall 
receive  from  those  documents  which  we  have  obtained,  and  "^hich  we  shall  have 
ample  time  to  peruse  and  study  during  our  recess.  Gentlemen,  when  we  have 
separated,  we  shall  all,  I  know,  remember  this  meeting  with  great  pleasure. 
Let  us  look  forward  to  the  time  of  our  reunion,  and  let  us  come  determined,  to 
the  extent  of  our  abilities,  to.  perfect  the  work  which  we  have  so  well  commenced. 

Mr.  NoYBS— Last  evening  it  became  necessary  for  the  gentleman  firom  Mis- 
souri, to  leave,  and  also  Dr.  Atchison,  of  Tennessee.  Those  gentlemen, 
being  on  the  same  committee  as  myself,  charged  me  to  say  to  yon,  sir,  in  their 
behuf,  that  they  had  enjoyed  this  convention  more  than  any  convention  of  any 
kind  that  they  had  ever  before  attended,  and  that  they  took  home  with  them  a 
feeling  of  respect  for  every  member  of  the  convention,  and  a  lively  interest  in 
their  wel£ure.  And  they  also  wished  me  to  express  their  appreciation  of  the 
courtesy  and  kindness  of  the  insurance  companies  of  the  dty. 

Mr.  Paine,  at  3.30  P.M.,  moved  that  the  convention  adjourn.    Carried. 

The  P&xsiDRNT— The  oonyention  stands  adjoomed  nntuthe  i8th  of  October 
next* 
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PAPERS  AND   ADDRESSES. 

ACCOMPAmmiG  TOT  IUPO»T  OF  TH«  COJOHTTKE  ON  RaTR  OF  MoiTAUTT, 

Rate  of  Interbst,   Valuation,  etc.,  Hon,  G.  W.  Smith,  of 
Kentucky,  Chairmdn, 

BT  MR.  F.  S.  WINSTON,  PRESIDENT  OF  THE  MUTUAL  UPE 
INSURANCE  COMPANY,  OP  NEW  YORK. 

New  Yoek,  Junt  lo,  1871. 
Hon.  GWTAVO8  W.  SMITH.  Chairman,  Committee  on  RaU  of  Mortality, 
Interest,  Valuation,  Premiums,  ic. 

"Z^the.*  an:  fundamental,  forming  the  b-U  upon  which  the 

bMinet*  of  life  >n*»5*««  '**g'-  -jgdom  of  the  member*  of  the  conven- 

It  Is,  therefore,  *  <0^1f'*^57i„dTarty  ,^^^    upon  such  viUl  prin- 

tion  that  instead  of  «?kmgc«de  wdha«V*|^o      P^^^  ^U^it^ 

dples,  involving  •"^^^"'"'"'f^^^it  members,  such  information  and 
frSmeaAothenandfromj^rsonsj^ot^m^^^^  ^^^  p,      d 

fiKU  as  ther  could  <»"««,  °""vf.^^^      in  the  quiet  of  their  own  offices 

tbem  in  such  a  form  as  will «?}» >»«  */J*™l  'S,  Veek.  to  arrive  at  deliberate 
«,d  with  such  further  a.d  as  toey^choo«>  to  ^^  ^  ^^^  .^  ^^ 

S?S!Sf^1hTa?««d  virto  gSirthlir  action  in  convention. 

Mortuary  Experience  amd  Tables. 

One  «e«t  difficultyunder  which  we  laborin  this  country,  at  this  time, 
i.  the  bl^ty  of  ««:  *S?  vetTxl\ted  thS  term  of  a  single  generation. 

Life  «•»'»«« 'i'J»°2^t  until  we  have  the  experience  of  a  fuU  gene- 
Itisobrious,  *««f%!;X  fairwTepresent,  in  race,  territorv,  ocwpa- 
reHon  of  tnsured  Itves^MiMTijT  p    j.^  ,    ^^  -^^^^^  {„  the  future, 

tion,  haSito,  etc.,  etc.,  .*"^"\r^^?„!.^^  to  establish  a  reliable 

we  have  not  th«  »»**"*^f»S^."'';h?ch  U^ay  safely  rest  our  calcula- 
S^rX»owTngTl^rv:S  and  marlinforUtingencies  and 

for  future  developmente.  .  jgg  „ow,  from  various  circum- 

.,:S^4.riSd":riU  ^n1in«  ?o  rfo'in  the  future,  rendering  it  necessary 
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to  collect  data  from  many  institutions  and  sources,  and  also  such  at 
will  cover  a  sufficient  period  of  time  before  an  accurate  American  tabl^ 
of  mortality  can  be  constructed.  This  question,  therefore,  arises :  Shall 
this  want  of  time  and  the  diverse  and  deficient  experience  at  home, 
force  us  to  adopt  for  future  use  the  English  tables  used  in  Great  Britain 
as  more  accurpte  and  permanently  reliable  than  our  own? 

1  think  not,  and  for  many  reasons.  An  American  experience  should 
hereafter  form  the  basis  of  American  tables  of  mortality,  modified  by 
such  collateraluse  of  the  English  tables  to  supplement  our  own,  as  may 
be  found  to  be  necessary,  until  time  and  experience  render  us  independent 
of  any  foreign  source. 

It  would  be  equally  wise  to  take  the  coast  survey  of  Great  Britain  and 
adopt  it  as  a  chart  of  our  own  shore  of  the  Atlantic,  as  to  make  the 
homogeneous  races  of  that  empire,  with  its  limited  extent  of  territory, 
similarity  of  climate  and  of  occupation  among  its  inhabitants,  an  abso- 
lute guide  in  mortuary  experience  in  this  broad  land,  where  all  nations 
ming^le,  and  where  every  variety  of  temperature  and  of  occupation 
exists. 

Our  aim  should,  therefore,  be,  American  tables,  grounded  on  Ameri- 
can experience,  to  be  carefully  ascertained  and  compiled  as  fast  as  de- 
veloped in  our  American  life  insurance  companies. 

Rate  of  Interest  as  a  basis  for  Premiums  and  Rssbrvss. 

For  the  fifty  j^ears  previous  to  our  late  war,  it  is  admitted  that  the  .rate 
of  interest  realized  on  first»cl ass  securities  has  not  exceeded  5  per  cent 

The  views  of  the  secretary  of  the  treasury  are  now  before  the  public 
embodied  in  the  Congressional  legislation  authorizing  the  issue  or  large 
amounts  of  United  States  stock  bearing  interest  at  4,  at  4^  and  at  5  per 
cent  per  annum,  which  it  is  expected  by  him  will  be  taken  by  capitalists 
and  others  in  this  country  and  Europe.  While  it  is  doubtful  whether 
these  expectations  will  be  borne  out  in  this  case  to  the  full  extent  an- 
ticipated, yet,  owing  to  the  deservedly  high  credit  of  the  securities  of  our 
general  government,  many  of  our  states,  cities  and  corporations,  a  large 
amount  will  in  future  be  negotiated  in  Europe,  thus  leaving  the  private 
and  corporate  capital  accumulated  in  our  own  country  to  a  large  extent, 
and  in  the  aggregate  to  a  large  amount,  to  seek  investments  in  the  ordi- 
nary ways — through  business  operations,  loans,  real  estate,  etc. 

What  the  effect  of  the  largely  increased  amount  of  gold  yihxch.  has  been 
produced  within  the  last  few  years,  upon  the  prospective  rates  of  interest 
will  be  it  is  impossible  now  to  determine.  It  is  quite  certain,  however, 
that  it  is  not  likely  to  enhance  the  rate  of  interest  to  be  realized  on  first- 
class  securities.  We  do  not  believe  that  the  rate  of  interest  in  this 
country,  for  many  years  to  come,  will  be  as  low  as  is  likely  to  rule  in 
Europe.  But  yet  some  approximation  may  be  made  toward  it  and  prob- 
ably will  be,  on  that  class  of  securities  which  are  considered  as  most 
sound  and  reliable  and  which  should  alone  be  used  in  life  insurance. 

In  determining^  the  rate  of  interest  which  should  be  taken  in  establisli- 
ing  the  rate  of  insurance  and  the  basis  for  reserves,  we  must  bear  in 
mind  that  life  insurance  contracts  are  long  contracts — in  many  cases 
reaching  to  a  period  of  sixty  years  and  over.  In  establishing  a  basis, 
therefore,  for  contracts  that  are  to  exist  for  this  length  of  time,  it  is 
necessarpr  for  us  to  fix  them  upon  such  a  conservative  basis  as  to  the 
rates  of  interest  used  and  the  securities  held,  as  will  not  disappoint  the 
parties  holding  policies,  when  the  period  of  the  contract  closes,  and  the 
obligations  are  to  be  paid. 

That  the  calculation  of  receiving  4  per  cent  interest  is  a  safe  one  for 
the  future,  we  believe  few  if  any  will  doubt  Many  persons  believe  that 
4I  per  cent  is  sufficiently  conservative ;  and  this  may  be  and  probably  is 
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the  fact.  A  higher  rate  of  interest  than  4^  per  cent  evidently  would  not 
be  safe,  when  we  take  into  consideration  the  fact  that  a  certain  amount 
of  expense  and  risk  is  connected  with  these  iuTestments  of  funds,  and 
that  the  rate  of  interest  on  such  securities  as  should  form  the  basis  of 
life  insurance  has  not  as  jet,  as  a  rule,  exceeded  <  per  cent  during  the 
period  already  mentioned,  and  is  not  likely  to  be  higher,  it  is  belieTed, 
during  the  period  while  existing  or  future  contracts  of  life  insurance  are 
to  run. 

We  beliere  tiiat  no  sound  institution  will  comflain  at  tko  ostablisiment 
4if  such  a  basis  as  is  tntirely  sscurst  though  tt  may  sntail  economy  im 
KXPSNSSS  and  moderation  in  dividends.  Many  of  them  are  in  the 
habit  of  making  dividends  from  year  to  year,  and  can,  therefore,  return 
promptly  to  their  policyholders  such  an  excess  of  premiams  as  may  not 
l>e  necessary  to  provide  for  future  obligations. 

The  subject  of  the  prospective  value  of  money  is  one  of  ftry  great 
importance — and  the  questions  for  solution  in  connection  with  it  are 
such  as  can  be  best  answered  by  business  men  engaged  in  financial  and 
other  pursuits,  rather  than  by  those  who  ooflipy  £emselves  with  the 
technical  and  professional  business  of  life  insurance. 

Other  important  questions  connected  with  life  insurance  have  been 
presented  and  discussed  in  the  convention  and  by  and  before  its  com- 
mittees with  great  ability  and  minuteness,  obviating  the  necessity  of 
further  facts  or  arguments. 

But  the  questions  most  vitally  important  are  those  now  before  your 
committee,  and  on  which  you  are  to  report  in  October  to  the  convention 
for  final  action. 

Correct  mortality  tables  and  a  sa/s  rats  ofintsrsst  as  a  basis  for  rates 
for  insurance,  ample  reserves  to  cover  all  contingenciesand  sound  and 
reliabU  asuts  always  availablsy  out  of  which  to  pay  obligations  as  they 
mature,  are  the  comer  stones  upon  which  life  insurance  rests. 

Lacking  either,  a  companv  will  sooner  or  later  fail.  The  business  of 
life  insurance  is  now  on  trial  before  the  American  public,  and  its  verdict 
will  greatly  depend  upon  the  course  marked  out  for  it  by  your  conven- 
tion. 

Two  systems  are  in  operation  and  are  contending  for  patronage  and 
favor  before  the  public, — ^that  o(  conservatism  and  that  of  audacity* 

The  means  employed  bv  each  are  known  to  you  now,  and  the  results 
will  manifest  themselves  m  due  time. 

It  will,  of  course,  be  understood,  that  as  our  business  and  interests 
are  connected  with  mutual  insurance,  and  not  with  proprietary  or  stock 
companies,  the  facts  and  suggestions  herein  contained  are  intended  to 
mppiy  only  to  the  former. 

Believing  that  your  labors  and  influence  and  that  of  your  associates 
in  the  convention  will  be  to  throw  around  this  most  sacred  of  all  pecu- 
niary trusts  held  for  the  widow  and  the  orphan,  the  protection  of  sound 
principles,  wise  laws,  and  prudent  and  economical  administration,  I  am, 
werj  reapectfulljtyour  obedient  servantt 

F.  S.  WximoM»  Fruidtmi. 
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BY  WM.  H.  C  BARTLETT,  LL.  D.,  ACTUARY  OF  THE 
MUTUAL  LIFE  INSURANCE  COMPANY. 

Mutual  Lirx  Iksuramcb  Co.,  of  New  York,  ymu^  1871. 

To  Gen.   G.  W.   Smttb,  Insmrauce  Ccmmis$i^m€r  for  Konimefy^  mmd 
CJkairtman  of  Committee  on  Statisticsy  Mortality^  dtc, 

Dbar  Sm :  You  have  ezpreMcd  the  with  to  know  mj  Tiewt  on  the 
following  points  in  life  assurance,  vis. : 
I.  Calculations  of  net  premiums  and  net  Talues  generallj, 
a.  Rates  of  Mortality, 

3.  Rates  of  Interest, 

4.  Surrender  Value, 

5.  Varieties  of  policies, 

And  I  giTe  them  most  willinffljr,  simplj  to  comply  with  your  request, 
and  with  no  purpose  to  teach  others,  much  less  to  war  against  their 
opinions.  I  had  determined  to  express  no  views  of  my  own  to  the  con* 
Tention  of  which  you  are  a  member,  unless  asked  to  do  so. 

The  first  three  points  are  readily  disposed  of;  for  the  ratio  of  mor- 
tality and  of  Inter^t  being  settled,  the  first  will  be  included  in  the  well 
known  and  well  understood  formula  which  gives  net  values  in  functions 
of  these. 

I.  Trb  Rats  of  Mortality. 

It  is  too  soon  to  disturb  definitelv  the  generally  received  mortality 
rates ;  and  we  can  only  follow,  for  the  present,  the  safe  rule  of  doing 
the  best  we  can  under  existing  circumstances.  The  habits  of  our  peo- 
ple, made  so  different  from  wose  of  the  old  world  by  peculiarity  and 
variety  of  climate,  more  abundant  supplies  of  food  and  comforts  of  life, 
unrestrained  freedom  in  the  choice  of  pursuits  and  other  causes  that  so 
materiallv  affect  the  vital  statistics  of  a  people,  make  it  very  desirable 
for  us  to  have  an  American  scale  of  mortality  rates.  But  our  experience 
is  not  yet  sufficient.  Besides,  our  only  reliable  sources  of  information 
are  our  insurance  companies  and  the  experience  of  these  is  with  selected 
lives  which  would  give,  as  a  fenenl  thinff,  rates  too  low  for  safety.  Our 
census  returns  are  worthless  m  this  regard.  So  that  we  must  wait,  hope 
and  work  for  better  results  than  we  now  have.  We  are  using,  in  the 
Mutual  Life,  of  New  York,  an  American  table  which,  thus  far,  has 
worked  well ;  but  it  does  not  cover  even  a  single  generation,  and  we 
may,  and  probably  will  find  cause  for  material  change. 

3.  Rates  of  IirrxRxsT. 

This  is  a  financial  rather  than  an  actuarial  question.  I  would  matl^ 
prefer  the  opinion  of  able,  judicious,  experienced  and  unbiased  busi- 
ness men,  to  any  I  could  form  on  the  subject  They  alone  can  tell,  from 
the  general  course  of  trade,  what  the  wants  of  the  community  at  larp;e 
will  probably  be  in  the  future.  Only  one  thing  is  certain,  and  that  is, 
that  the  rate  adopted  for  computations  of  net  values,  must  be  always  a 
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er  than  that  ever  reached  in  the  business  operations  of  the 
it  large.  The  amount  now  assumed  by  life  companies  is  but 
rt  of  that  of  our  national  debt,  and  its  present  value  is  so  large 
ke  its  investment  at  high  rates,  with  perfect  security,  very  diffi- 
1  the  difficulty  will  increase  as  the  fund  grows  larger.  To  be 
o  loan  at  a  rate  of  interest  below  that  assumed  in  the  computa- 
>remiums,  would  be  disastrous  to  a  company.  Much  better 
he  rate  too  low  and  return,  at  stated  periods,  the  over-payments 
le  deficient  in  net  reserves,  for  this  would  be  fatal.  No  trust  is 
red  than  that  committed  to  an  insurance  company.  Individuals 
lulate  upon  the  future,  but  an  assurance  company,  never.  My 
g^ment  is  decidedly  in  favor  of  a  low  rate  of  interest,  say  four, 
moderate  loadings.  This  rate  ought  to  be  the  same  throughout 
try,  and  the  states  should  adopt  it  as  the  basis  of  valuation.  I 
aware  that  this  would  be  unpalatable  to  stock  and  feeble  mutual 
ss.  These  companies  desire  a  high  rate  of  interest  for  valua- 
cause  it  would  reduce  their  reserves,  and  let  loose  from  their 
large  amount  of  money  of  which  the  retention  in  safe  invest- 
sssential  to  safety,  to  be  employed  for  purposes  outside  of  the 
of  assurance.  Besides,  a  high  rate  of  interest  and  consequent 
ition  is  calculated  to  produce  discontent  among  those  who 
Burance  and  reason  but  little  about  it.  They  would  naturally 
t  if  the  law-making  power  deem  such  a  rate  proper  for  valua- 
ught  to  be  equally  so  for  the  computation  of  premiums,  and  in 
be  led  to  seek  assurance  in  companies  not  safe. 

3.  Surrender  Value. 

a  question  about  which  there  has  been  the  greatest  diversity  of 
It  has  been  solved  differently  by  different  actuaries  of  em- 
nd  the  solutions  applied  in  a  way  to  work  great  injustice  and 
it.  In  most  of  the  English  works  on  life  assurance,  the  authort 
the  surrender  value  with  reserves ;  whereas  they  are  very  dif- 
^.  reserve  of  an  individual  member  of  a  company,  is  what  a 
should  have  to  the  member's  credit  at  a  given  epoch  after  sub- 
rom  the  amount  paid  by  him,  augmented  by  its  interest  earn- 
proportion  of  the  death  claims  that  have  matured  up  to  the 
ch.  A  surrender  value  is  the  amount  a  company  should  pay 
Lte  a  contract  between  itself  and  one  of  its  members, 
ire  the  terms  of  this  contract?  The  company  promises  to  pay 
rs  of  the  assured,  at  his  death,  whenever  that  may  happen,  a 
>ecified  sum  of  money.  And  the  assured  pays,  in  considera- 
ther  sum  down,  called — let  us  suppose — a  single  net  premium, 
the  present  net  value  of  the  assurance.  And  what  are  the  con- 
lis  premium  must  fulfil  ?  It  must  be  such  as  to  amount,  at  com- 
iterest,  to  the  sum  assured,  should  the  member  live  to  the 
ige  of  the  tables,  and,  besides,  it  must  contribute  its  share  to 
ent  of  the  death  claims,  from  year  to  year,  of  other  members 
before  attaining  to  this  age;  and  this  obligation  to  pay  death 
ust  last  during  the  life  of  the  assured,  which  life  is  assumed,  in 
lal  agreement,  to  extend  to  the  oldest  limit  of  the  tables  of 
employed  in  computing  the  premium. 

mpany  and  the  assured  have,  therefore,  a  joint  interest  in  the 
the  latter.  The  present  money  values  of  these  interests  being 
the  time  of  surrender,  their  difference  will  obviously  be  the 
•  value. 

Ice  of  surrender  value  should  depend  upon  the  condition  of  the 
as  regards  health  at  the  time.  But  the  circumstances  of  this 
are  generally  so  multifarious,  ill-defined  «nd  uncertain,  as  to 
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ifford  but  little  basis  for  mathemstical  computmtion*  The  company  can 
afford  to  be  liberal  to  a  member  whose  vital  powers  are  rapidly  ebbing, 
while  it  should  be  stringent,  jet  just,  to  one  in  the  opposite  condition. 
The  former  class  seldom  apply  for  discharge  while  the  latter  fre- 
quently do. 

It  would  relieye  the  question  of  much  embarrassment,  if  medical 
tdvisers  could  designate,  with  any  tolerable  precision,  the  number  of 
jeara  an  applicant  for  surrender  would  probably  live.  But  as  this 
cannot  be,  the  mathematician  must  solve  the  problem  on  the  assump- 
tion that  the  only  differences  of  vital  powers  are  those  arising  from 
differences  of  ages.  The  results  of  the  solution  made  upon  this 
hypothesis,  should,  however,  be  modified  in  amount  and  made  to  con- 
form somewhat  to  the  judgment  of  medical  counsel  and  officers  of  the 
company. 

Supposing,  then,  that  the  members  of  a  company  are  equally  good  in 
all  respects,  except  in  the  matter  of  age,  the  determination  of  the  sur^ 
render  value  will  result  from  the  fact  that  the  company  and  each  of  its 
members  have  a  joint  interest  in  the  policy  of  the  latter.  The  present 
values  of  these  interests  being  found,  their  difference,  it  is  clear,  will  be 
the  value  sought 

1.  What  is  the  company's  interest  in  any  particular  policy?  Obvi- 
ously, the  present  value  of  the  sums  the  policy  would,  if  continued  in 
the  company  in  its  present  condition,  contribute  from  year  to  year,  to 
pay  death  claims  on  other  policies. 

2.  What  is  the  interest  of  the  assured  or  of  his  heirs  in  his  policy? 
The  answer  is,  the  present  value  of  the  reversion  or  sum  the  latter 
would  receive  at  death  of  the  owner,  provided  he  pay  nothing  more  than 
he  has  already  paid.    This  is,  obviously,  the  present  reserve. 

Make 
IIx=Single  net  premium  at  age  >,  to  insure  one  dollar  at  death, 
n  z=Single  net  premium  at  age  >,  to  insure  one  dollar  at  any  time. 
i?x=Net  reserve  on  policy  at  age  >,  when  surrender  is  made. 
ai=:Number  of  years  the  policy  hat  to  run  to  maturity. 
•^Difference  between  the  oldest  age  of  tables  and  that  of  policyholder 

at  time  of  surrender. 
F'sPresent  value  of  one  dollar  due  in  «  years. 
^Sum  assured  or  amount  of  policy. 

Then  supposing  Rx  to  be  the  reserve  on  an  annual  premium  policy,  and 
a  premium  just  due,  the  reversionary  sum  would  be 

and  the  present  value  of  the  sum  which  the  policy,  in  its  present  con- 
dition,  would  contribute  to  death  claims  it 

and,  denoting  the  •urreoder  vklue  by  ^  we  hare 
But 


Digitized  by 


Google 


142 

Whence, 

General  Formula. 


t 


Life.— Single  Premium. 
i  the  life  single  premium  as  the  standard,  and  we  have 

^x=n'x=nx;  and  «=»,  V'l^-D, 
nee  • 

«^(r.  1^^-'.  d,.B,  +  ,+ V^m^K  d,^^.  /?x^,4-»  . 

ilate  the  numerator  of  the  second  member,  under  the  head  7*,  alter 
nner  of  the  commutation  columns  JV;  M,  5,  &c.    Then  will 

^=tf.-^.   . (2) 


the  general  Equation  (i)  may  be  written 


Life. — Annual  Payments. 
Lit  case 

n'x=nx;  ^x+m+i=^x+n+i=^;  »n<i 

X  * 

Life.— Limited  Payments. 
i  again 

n'x=n,;  »i=«/  7',+„+i=r,+„+i  =  0,  and 

^'='-  tr-  ^ ''' 

Bfering  from  the  last  case  only  in  the  value  of /?^ 
Temporary.— Single  Premium. 


the  general  formula  becomes 


^x-^x^^m-H    ....    (6) 


^x 

e  /?x=n'x=n,. 

Temporary.— Annual  Premiums. 
lit  case  the  general  formula  becomes 

®  =tf.    J^.    ^'-^'^"^^ (7) 

n'  -^x 
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Simple  Endowbiknts.— Sinolb  Prkmiuic. 

The  company  hat  no  interest  in  the  longevitj  of  the  holder  of  this  kind 
of  policj.  On  the  contrary,  bj  the  principle  of  the  Tontine,  iU  interest 
it  in  his  early  death — at  least,  death  before  the  policj  matures. 

The  reserve  being  3?,^  the  probability  that  this  will  lapse  to  the  Com- 
pany by  death,  before  maturity,  will  be 

^»-»-^«-n+  »  »  »  »  ^m^m. 

T. ' 

and  the  company's  interest  in  this  resenre  is 

fg  j^    ^«-»-^«-*'i •t-^/g'fa 

and  the  surrender  value,  being  t)ie  difference  between  this  and  the  re- 
serve, is 

^=tf.  ^..  [i-  ^'^^'^'  '^J  •  •  ^'^"j (8) 

Tabulate  the  ^x^<^+i+,  &c,  and  use  as  in  commutation  columns. 

SncpLB  Endowmbmts.— Amkual  Premiums. 

The  same  as  above,  except  Rx  becomes  ^,,  being  the  reserve  due  to 
an  annual  instead  of  a  single  premium. 

i=<r.  R..  ^,_ *±f!i±i±.^^J.^.*±.)  ...  (9) 

Endowment  Assurances. — Single  Payment. 
In  this  case  take  the  sum  of  Equations  (6)  and  (8) ;  or 

Endowment  Assurances.— Annual  Payment. 
Here  take  the  sum  of  Equations  (7)  and  (9) ;  or 

^'+:i'=tf.[^  ^'-^';»^'-H^,  (i-^'^^'^'";;  •  -  ^'^-] 


00 


The  reserves  Rx  and  /?',  must  be,  the  first  for  the  assurance  part  of  the 
policy,  the  second  for  the  endowment 

In  regard  to  the  different '*  varieties  of  policies*' now  offered  to  the 
public  by  life  insurance  companies,  little  need  be  said.  The  best  poi'ry 
for  the  assured,  and  therefore  for  the  company,  is  undoubtedly  the  lii^* 
policy  requiring  regular  annual  premiums.  All  other  forms  arc  ba^ed 
upon  this,  the  oldest  and  best  understood. 

The  different  forms  of  limited  premium,  endowment  assurance,  joint 
life,  survivorship,  and  so-called  return  premium  policy,  may,  in  rare 
cases  meet  some  particular  want.  But  they  are  not  always  understood, 
and  have  sometimes  been  grossly  misrepresented  to  the  damage  of  the 
cause  and  the  loss  of  the  assured.    Very  respectfully  yours, 

Wm.  H.  C.  Bartlett. 
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FROM   JNO.    H.    BEWLEY,   SECRETARY   OF   THE    UNIVERSAL 
LIFE   INSURANCE  COMPANY. 

New  YotK,  May  12,  1871. 

Tf  tki  Hon,  Geo,  W,  MilUr^  Superintendent  of  the  Insurance  Department  of 
the  StaU  of  New  York, 

Dka&  Sik  : — Understanding  that  the  question  of  the  valuation  of  the  liabili- 
t  es  of  life  insurance  companies,  as  proposed  in  your  bill  introduced  into  the 
Legislature  last  session,  will  probably  oe  discussed  at  the  coming  meeting  of 
State  Insurance  ofikials,  I  beg  to  submit  for  your  perusal  the  following  brief 
memorandum  of  some  of  the  reasons  which,  in  the  opinion  of  the  officers  of 
this  company,  may  be  urged  in  support  of  the  provisions  of  the  bill  to  which  I 
have  alludeo. 

Hoping  that  this  conununication  may  not  be  considered  irrelevant,  I  have  the 
honor  to  oe 

Your  obedient  servant, 

J  NO.  H.  Bbwlby, 
Secretary  of  the  Universal  Life  Insurance  Company, 

The  stock  or  low-rate  companies  claim  that  in  estimating  their  liabilities  for 
purposes  of  a  state  valuatibn,  a  lower  rate  of  interest  than  that  assumed  in  the 
calculation  of  their  premiums  should  not  be  adopted.  The  validity  and  justice 
of  this  clai>ii,  and  tne  propriety  of  admitting  it,  evidently  depend  upon  the  suf 
ficiency  of  the  rate  assumed  by  thfse  companies  in  the  calculation  of  their  premi- 
ums. If  this  rate  is  such  as  to  afford  a  reasonable  certainty  of  its  being  realized 
on  their  investments  in  the  future,  the  companies  cannot  be  considered  other- 
wise than  organized  on  a  fractually  sound  oasis  in  this  respect.  To  assume, 
therefore,  a  lower  rate  of  mterest  m  testing  their  solvency,  and  thus  theoreti- 
cally showing  them  to  be  insolvent^  would  be  a  stultification  in  judgment,  no  less 
than  a  great  injustice  to  the  companies  themselves.  The  rate  assumed  by  the 
low-rate  or  stock  companies,  as  that  likely  to  be  realized  on  present  and  future 
investments,  is  six  per  cent.    Is  this  a  safe  assumption  ? 

I.  Interest — ^As  regards  the  rate  of  interest  obtainable  on  investments,  all 
the  circumstances  affecting  it  go  to  establish  the  strong  probability — aknost 
the  certainty — that  the  present  rates  will  be  fully  maintainea  for  at  least  several 
generations. 

In  the  great  natural  resources  of  the  country  continuing  to  supply  the  mate- 
rial lor  the  industry  of  the  people,  so  as  to  make  it  an  object  to  tnem  to  offer 
large  inducements  for  the  loan  and  use  of  capital,  we  have  one  of  the  strongest 
reasons  for  believing  in  a  corresponding  continuation  of  the  present  rates  of 
interest.  Money  is  essential  to  labor  in  the  work  of  production,  and  it  is  clear 
that  the  greater  the  profit  arising  to  labor,  the  greater  will  be  the  amount  which 
it  can  afford  to  pay  to  capital  for  its  use.  There  is  no  reason  for  believing, 
in  view  of  the  following  facts,  that  anv  material  reduction  in  the  profitableness 
of  labor,  and  the  consequent  demand  for  the  use  of  capital  can  take  place  in 
this  country  for  a  very  lengthened  period :  Of  the  land  available  for  the  profit- 
able growth  of  cotton,  not  three  per  cent  has  ever  been  at  any  time  put  under 
cultivation ;  of  coal,  the  most  available  source  of  motive  power,  the  deposits  of 
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the  United  States  greatly  exceed  the  aggregate  of  those  of  all  other  countries ; 
our  deposits  of  metals  can  scarcely  be  said  to  have  been  yet  explored ;  our  area 
of  unoccttpied  fertile  land,  free  to  settlers,  is  yet  in  excess  of  a  thousand 
millions  of  acres ;  while  the  varieties  of  climate,  soil  and  crops  are  such  as  to 
ensure  the  United  States  from  what  in  other  countries  is  ever  a  source  of 
anxiety,  namely,  a  deficiency  of  food. 

The  immense  extent,  therefore^  of  onr  unoccupied  domain,  and  all  that  is 
implied  in  its  fi;radual occupation, and  the  development  oi  its  immense  resources; 
the  towns  and  cities  to  be  built ;  the  roads,  railways  and  canals  to  be  con- 
structed, with  the  mining,  manufacturing  and  husbandry  necessary  to  the 
stui>endoas  future  of  the  country,  afford  evidence  complete  that  there  can  be  no 
diminution  for  a  long  time  to  come  of  the  present  demand  for  capital,  or  of  the 
opportunity  to  use  it  under  such  conditions  as  will  warrant  the  continued  pay- 
ment of  at  least  the,  present  average  rates  of  interest. 

The  plea,  therefore,  that  the  high  standard  of  reserve  implied  in  a  four  or 
four  and  one-half  per  cent  valuation  of  the  liabilities  of  life  insurance  companies 
is  justified  on  the  ground  of  security,  in  view  of  a  possible  permanent  reduction 
in  the  rate  of  interest,  cannot,  we  contend,  be  reasonably  maintained. 

Hence,  we  are  clearly  not  warranted  in  adopting  the  conclusion  that  a  life 
insurance  company,  iu  assuming  six  per  cent  as  a  practicable  rate  of  interest  to 
be  received  in  the  future  on  its  investments,  is  estaolished  on  an  unsound  basis. 
The  claim  of  the  low-rate  companies,  therefore,  to  be  valued  in  accordance  with 
the  assumptions  on  which  their  premiums  are  based — these  assumptions  being 
safe — seems  to  be  founded  on  justice  and  propriety.  And  it  is  difficult  to  see 
anv  sufficient  reason  (seeing  that  these  companies  are  organized  on  a  pracd- 
cally  soimd  basis),  for  compelling  them  to  make  an  offiaal  exhibit  of  their 
affairs,  on  a  mere  theoreticsQ  assumption,  an  assumption  which  is  inconsistent 
with  fact  and  probability,  and  which  would  have  the  effect  of  exhibiting  them  to 
the  world  as  insolvent,  thus  prejudicing  them  in  the  estimation  of  the  public, 
and  impairing;  their  usefulness,  if  not  practically  prohibiting  them  in  the  prose- 
cution of  their  business. 

It  may,  possibly,  be  urged  by  the  advocates  of  the  mutual  or  high-rate  sys- 
tem, that  it  it  be  sufficienUy  safe  for  stock  or  low-rate  companies  to  reserve  at 
six  per  cent,  it  is  equally  safe  for  mutual  companies ;  and  that  the  discrimination 
shown  in  favor  of  the  stock  companies,  is  an  injustice  to  the  mutuals. 

In  answer  to  this  it  will  at  once  be  admitted  that  so  far  as  it  affords  the  suf- 
ficiency of  the  reserve  fund  to  meet  maturing  liabilities  is  concerned,  a  six  per 
cent  valuation  would  be  equally  as  safe  for  mutual  as  for  stock  companies.  But 
it  must  be  remembered  that  the  premiums  charged  by  mutual  companies  are 
calculated  upon  the  assumption  of  a  four  and  four-and-a-half  per  cent  interest, 
and  that  consequently  there  is  an  immense  marein,  the  property  of  the  policy- 
holders, deposited,  as  it  were,  in  trust,  with  the  mutual  companies,  and  for 
which  in  their  contract  with  their  assured  they  enter  into  no  written  or  binding 
obligation  to  return.  It  is  to  insure  the  safety  of  this  margin,  for  the  benefit  of 
the  policy-holder^  that  a  four-and-a-half  per  cent  valuation  becomes  requisite  and 
appropriate  for  mutual  or  high  rate  companies.  If  this  hieh  standard  was  not 
adopted  in  their  case,  there  is  too  much  reason  to  believe  uiat  in  the  majority 
of  instances  the  margin  alluded  to  would  be  largely  encroached  upon,  if  not 
altogether  appropriated  (under  the  pressure  of  a  keen  competition  for  business), 
to  a  useless,  and^  to  the  policyholders  at  least,  a  profidess  extravagance. 

2.  MoRTAUTY. — Another  reason  alleged  by  the  advocates  of  the  present  high 
standard  of  reserve  required  for  life  insurance  companies,  is  a  possible  increase 
of  mortality  among  the  insured  above  that  indicated  by  the  tables  generally 
adopted  by  the  companies. 

We  are  not  aware  of  any  time  since  the  first  establishment  of  life  insurance 
as  a  business — say  for  nearly  two  centuries — when  the  mortality  amongst  the 
members  of  life  companies  nas  been  sufficiently  in  excess  of  that  predicted  by 
the  tables  to  cause  serious  apprehension  or  embarrassment.  Now,  unless  the 
advocates  of  the  present  high  standard  of  reserve  are  prepared  to  ignore  the 
very  foundation  upon  which  the  business  of  life  insurance  is  based,  and  the  very 
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theory  of  its  sectiritv — ExFERi*NCB--or  to  show  that  the  contemplated  contin- 
^ndes  of  increased  mortality,  or  a  diminution  in  the  rate  of  interest,  are  more 
Gkely  to  occur  in  the  future  than  they  have  been  in  the  past ;  they  certainly,  in 
the  face  of  such  extended  experience,  must  be  compelled  to  acknowledge  that 
the  present  high  standard  of  reserve  is  entirely  unwarranted  on  the  plea  of 
security.     This  plea  is  constantly  put  forward  by  the  advocates  of  the  present 
standard,  but  they  have  foiled  to  brine  a  single  tangible  argument  to  its  sup- 
port.   A  three  per  cent  standard  would  afford  still  greater  security.    Why  do 
they  not  advocate  it  ?    If  the  value  of  interest  is  to  be  recognized  at  all  as  an 
rlement  in  the  calculation  of  premiums,  why  not  give  it  its  full  power  of  useful- 
ness within  the  limits  of  practical  safety  ? 

As  regards  a  possible  increase  in  the  rate  of  mortality,  every  adverse 
influence  on  longevitv— and  notably  amongst  the  insuring  classes — has,  of  late 
years,  been  amstantly  mitigating.  The  means  and  appuances  of  comfort  and 
nealth  are  more  generally  understood  and  available.  Pathology  has  made  and  is 
still  maldng  immense  strides,  resulting  in  a  corresponding  saving  in  human 
life ;  while  the  esUblishment  of  hospita]^  specially  adapted  to  the  treatment  of 
different  diseases,  brings  the  ver^  best  medical  and  surgical  talent  within  the 
reach  of  the  most  humble.  Sanitary  precautions  against  epidemics  are  much 
better  understood,  and  are  maintained  by  force  of  te^slation,  materially  aided 
by  the  enteprise  of  the  benevolent.  Accurate  statistics  prove  beyond  a  doubt 
that,  owing  to  these  influences,  the  average  duration  of  numan  hfe  b  on  the 
increase. 

3,  Expenses. — Concemine  the  expense  of  conducting;  the  business,  con- 
sidered as  an  element  in  the  construction  of  the  premiums,  and  technically 
designated  the  **  loading,"  it  may  be  stated  that  to  men  of  ordinary  mercantile 
sagacity,  possessed  of  the  requisite  experience,  there  is  no  difficulty  in  estimat- 
ing this  item  with  a  closeness  sufficient  for  all  practical  purposes ;  while  in  life 
insurance,  as  in  any  other  business,  prudent  and  interested  management  may 
so  control  expenditure  as  to  avoid  all  difficulty  and  apprehension  respecting  it. 
This  point,  moreover,  is  likely  to  engage  more  strict  attention  in  siocJk  com- 
panies, by  proprietors  whose  emoluments  from  the  business  depend  largely 
upon  the  economy  with  which  it  is  managed,  and  may  consequently  be  safely 
confided  to  their  care  and  discretion. 

The  subjects  of  interest,  mortality  and  expenses  having  been  considered,  as 
bearing  upon  the  question  of  the  reserve  to  meet  the  future  liabilities  of  life 
insurance  compames,  there  are  other  arguments  which,  it  is  respectfully  sub- 
mitted, should  nave  much  weight  in  support  of  the  position  taken  by  the  stock, 
or  low-rate  companies,  in  fovor  of  a  rational  rate  of  premium  reserve. 

It  must  not  be  forgotten  that  these  companies  arg  alrecuiy  in  existence^  and 
transacting  a  large  and  successful  business ;  that  their  system,  based  upon  pre- 
miums which  the  most  sagacious  financiers,  statisticians  and  business  men,  as 
well  as  the  most  famous  actuaries  in  this  country  contend,  are  amply  sufficient 
and  dearly  within  the  limits  of  practical  safety — is  supplying  a  great  public 
want,  and  is  rapidly  growing  in  public  favor — and  that  tneir  policyholders  may 
be  already  nmnbered  by  tens  of  thousands,  who  have  chdsen  the  "  stock  plan  ** 
of  insurance  from  an  intelligent  appreciation  of  its  merits,  as  being  abundantly 
safe,  and  because  in  the  assumptions  regarding  interest,  expenses,  and  mortality, 
it  is  more  in  accordance  with  present  and  past  experience  and  future  probability 
than  the  so-called  "mutual  system." 

It  will   thus  be  seen  that  vital  interests  of  a  vast  number  of  persons  are 
already  involved.    These  interests  were  allowed  to  be  created  under  the  pre- 
sent laws  of  the  states  prescribing  the  valuation  of  the  liabilities  of  life  insurance 
companies  on  a  four  and  four  and  a  half  per  cent  basis,  and  a  (presumed) 
perfect  knowledge  on  the  part  of  the  state  officials,  charged  with  the  adminis- 
tration oi  these  hiws,   that  with  the  increase  of  business  the  nuu-gin  between 
those  bases  and  that  of  six  fer  cent^  upon  which  the  stock  premiums  were 
calculated,  and  which  for  a  period  would  be  supplied  by  the  subscribed  capital, 
would  be  continually  narrowing,  and  would,  finally,  become  extinguished. 
This  would  result  from  the  gradual  growth  of  the  business  and  the  consequent 
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nent  on  the  capital  stock  to  meet  the  requirements  of  the  higher  legal 
of  reserve  not  provided  for  in  the  premiums. 

aw  of  a  four  per  cent  reserve  is  to  be  now  enforced  against  these  corn- 
is  both  just  and  logical  to  charge  it  with  the  consequences ;  or,  must 
lead  its  own  ignorance  or  carelessness,  in  granting  charters  to  these 
5,  and  authorizmg  them  to  carry  on  business  for  years  on  a  basis  which 
Ur  the  law,  and  in  consequence  of  its  provisions,  cause  serious  loss  to 
housands  of  persons,  and  utter  ruin,  perhaps,  to  a  vast  number  of 
people,  who  trusted  in  it  for  protection  f  For  die  enforcement  of  the 
stands  at  present,  must  inevitably  result,  sooner  or  later,  in  the  tech- 
olvency  ot  these  companies,  ana  all  the  ills  consequent  upon  their 
ztinction.  If,  however,  it  can  be  shown,  as  we  have  endeavored  to 
the  law  itself  is  illogical,  oppressive,  and  based  upon  insufficient  or 
i  information  of  the  faets  which  prompted  its  enactment,  it  is  clearly 
that  it  shonld  be  so  modified  as  to  meet  the  true  and  reasonable 
snts  of  the  case^  and  this  relief  is  sought  by  the  policyholders,  stock- 
ad  managers  of  the  corporations  conducting  life  insurance  on  the  stock 
tepIaxL 
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REMARKS  MADE  BY  HON.  WILLIAM  BARNES. 

I  am  very  much  delighted,  Mr.  Chairman,  to  find  this  contrariety  of  views 
among  the  gentlemen  assembled  here  from  the  twenhr-one  different  states. 
although  it  may  not  seem  to  be  exactly  in  the  process  towara  harmony  to  commend 
dissimilar  views ;  but  I  have  no  doubt  that  it  is  the  precise  road  to  harmony. 
I  am  very  much  pleased  to  see  the  interest  manifestca  by  the  gentlemen  repre- 
senting these  different  states,  and  especially  by  those  representing  the  com- 
panies. I  have  felt  for  years  the  prime  need  of  consultation  in  the  business  of 
life  Insurance,  with  men  who  reaAy  had  a  desire, — a  zealous  desire,  to  learn  the 
various  points  connected  with  the  business,  officers  of  states,  officers  of  com- 
panies, agents,  and  all  others  connected  with  it.  I  am  fully  inipressed  with  the 
opinion  that  the  more  this  subject  is  studied  by  supervising  officers,  officers  of 
companies,  agents,  and  managers,  the  better  it  will  be  for  the  business,  and  the 
better  it  will  be  for  the  ^neral  interests  of  the  public.  It  is  peculiarly  an 
American  province,  in  which  we  are  not  alone,  to  have  a  separate  and  individual 
opinion,  and  in  the  conflict  of  these  opinions  we  generally  get  down  to  the 
''  hard  pan "  of  the  truth  after  a  while.  As  you  have  called  upon  me  to 
express  my  opinion,  I  shall  take  the  same  liberty  that  other  gentlemen  have,  to> 
give  my  own  views. 

I  am  rather  astonished  by  some  of  the  views  presented  by  our  great  authorities 
on  the  subject  of  life  insurance— of  some  of  our  best  actuaries  whohave  been  heard 
this  evemng  in  reference  to  the  safety  and  harmony  of  a  six  per  cent  basis  of 
valuation  for  a  stock  company.  The  views  are  somewhat  novel,  and  I  have 
not  given  much  reflection  to  them,  because  they  are  so  new.  Upon  this  whole 
subject  of  a  standard  of  valuation — a  Procrustian  standard  I  might  call  it, 
because  it  is  so,  on  a  net  valuation  system — ^I  have  had  considerable  corres- 
pondence with  Germany,  especially  with  the  Gotha  Life,  and  the  German  com- 
panies and  actuaries  decline  to  harmonize  on  any  general  standard  of  mortality 
and  interest.  Under  the  recent  '* Companies  Act"  of  Great  Britain,  there  is 
no  fixed  standard  of  mortality  and  interest.  You  cannot  tell  whether  a  com- 
pany is  solvent  or  not,  because  there  is  no  legal  standard  by  which  you  are  to 
test  its  solvency;  but  a  company  is  requirra  to  return  its  own  standard  of 
interest  and  mortality,  assumed  in  makingthe  valuations  contained  in  its  report. 
The  rule  of  caveat  emptor  then  applies.  They  make  their  own  valuation,  and  if 
it  is  a  safe  and  correct  standard,  you  can  take  a  policy  or  not,  as  you  choose. 

I  was  placed  in  that  very  position  when  the  Insurance  Department  of  this 
state  was  organized.  When  I  examined  a  life  company,  there  was  no  lep^al 
standard  as  to  its  solvency — no  rule  even  as  to  whether  a  gross  or  net  valuation 
was  to  be  adopted,  and  it  was  at  the  discretion  of  the  superintendent  to  decide 
whether  a  company  was  solvent.  In  only  three  cases,  those  of  the  Interna- 
tional, and  British  Commercial,  of  London,  and  the  American  Mutual,  of  New 
Haven,  were  sp^dal  examinations  made,  resulting  in  decisions  a^nst  the  com- 
panies. In  the  case  of  a  New  York  state  company  beine  examined,  the  deci- 
sion of  the  superintendent  was,  of  course,  reviewable  beK>re  the  court,  and  the 
court  could  pass  judgment  on  the  ruling  of  the  superintendent ;  it  had  a  perfect 
right  to  do  so,  whenever  a  company  felt  aggrieved  and  controverted  the  decision 
of  the  superintendent. 

It  is  somewhat  flippantly  asserted,  that  a  net  valuation  is  an  incorrect  way  of 
testing  the  status  of  a  life  company  and  its  h'ahilities.     It  seems  to  me,  it  is 
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'  perfect  as  a  test — perfect  with  two  assumptions,  that  the  rate  of  premium 
cess  of  the  net  rate,  and  ec^uivalent  to  a  loading  sufficient  to  provide 
re  expenses  and  contingenaes,  according  to  the  experience  of  the  com- 
With  these  qualifications  the  test  is  entirely  perfect,  as  perfect  when 
:  the  average  of  lives  as  it  is  possible  for  any  human  institution  to  be.  It 
sel^  as  correct  as  a  gross  valuation  with  these  assumptions,  that  the 
m  IS  equal  to  the  net  premium,  and  there  is  enough  in  excess  of  it  to 
I  for  the  future  expenses  and  contingencies  of  the  company.  What  else 
want  ?  There  is  nothing  else  that  can  be  had.  Of  course,  all  the  while 
ag  that  your  rate  of  interest  and  table  of  mortality  is  correct.  Assuming 
len  the  test  is  entirely  perfect. 

rross  valuation  was  practicable  for  state  purposes,  where  a  million  poli- 
ty soon  have  to  be  valued,  this  method  is,  undoubtedly,  more  sdentifi- 
id  legally  accurate  than  a  net  valuation,  for  the  reason  that  in  a  gross 
}n  you  estimate  the  present  value  of  the  actual  premium  payable  on  the 
e,  and  of  the  assurance  obligation  on  the  other,  which  is  in  entire 
ly  with  the  soundest  le^  and  the  strictest  mathematical  principles. 
1  are  again  forced  to  estimate  an  element  which  is,  to  a  certain  extent, 
in,  when  you  deduct  from  the  present  value  of  future  premiums  an 
:  sufficient  to  provide  for  future  expenses,  dividends  and  contingencies. 
It  principles  snail  this  sum  be  estimated  ?  Here  is  the  critical  point  in 
valuation,  and  one  surrounded  with  peculiar  temptations  and  dangers, 
nay  occur  where  a  company's  rates  are  such  as  to  render  U  necessary  to 
gross  valuation  in  order  to  satisfactorily  test  its  condition. 
I  with  a  company  so  weak  in  assets,  in  proportion  to  liabilities  as  the  Albert, 
Ion,  special  legislation  has  been  initiated  m  Parliament,  the  object  of  which 
ontinue  the  existence  of  the  company,  tor  the  purpose  of  thereby 
ing  the  best  interests  of  the  poUcyholders,  instead  of  burying  their 
s  m  the  coffin  of  the  court  of  chancery.  The  protection  of  the  policy- 
should  be  the  first  and  grand  object,  and  ordinary  dissolution  and 
ion  is  to  them,  generally,  almost  equivalent  to  total  loss.  Reinsurance 
iiued  life  in  some  form  is  much  better.  A  gentleman  has  said  that  acom- 
at  has  not  enough  assets  to  be  sound  on  a  net  valuation,  majr  still  be  prac- 
ound,  which  is  correct.  A  life  company  in  this  country,  in  a  business 
view  (and  but  for  the  statute,  in  a  lep^al  point  of  view),  may  be  entirely 
mt  to  pay  all  its  obligations  at  matunty  and  still  be  insolvent  according 
:atute  test.  Take  the  Mutual  Life.  I  allude  to  that  as  the  heaviest  com- 
s  assets  being  about  fifty  millions.  You  value  that  company  on  a  net  val- 
it  4>^  per  cent  interest,  and  the  company  actually  receives  6^.  There 
er  cent  surplus  interest  or  a  million  of  dollars  a  vear,  that  comes  in  all 
le  as  excess  of  interest ;  ten  years  makes  ten  mi  lions  of  dollars  to  say 
of  the  compound  interest  in  the  interim.  So  that  a  deficiency  of  ten 
of  dollars  in  the  Mutual  Life  can  be  made  up  by  excess  of  interest  in  a 
if  time,  definitely  calculable. 

>aving  on  mortality  and  the  miscellaneous  profits  would  of  course  add 
[>  the  surplus  interest  funds.  A  company  under  our  statute  test  can  be 
nsolvent  and  actually  able  in  a  business  point  of  view  to  pay  all  its 
>ns  at  maturity.  This  has  been  partially  shown  in  the  case  of  the 
m  Mutual  of  New  Haven.  Thev  have  gone  on  paying  for  seven  and 
ears  after  having  been  excluaed  from  New  York  and  Massachu- 
So  that  when  you  come  to  turn  over  a  Ufe  company  into  the 
)f  a  receiver,  that  is  a  matter  on  which  there  ought  to  be  a 
lal  of  hesitation.  Indeed,  I  do  not  think  that  the  ordinary  statute  pro 
»  for  liquidating  other  corporations  should  be  applicable  without  amend- 
life  insurance  companies  which  have  peculiar  features  contradistinguish- 
a  from  all  other  corporations. 

e   choose,  we   can    adopt    the    English  or  the    German    system    of 

I  each   company  to   judge   for  itself   as    to    a   proper   standard    of 

mortality,  and  reserve,  allowing  it  to  go  into  court  every  time  the 

I  of  insolvency  is  raised,  and  test  it  by  the  opinions  of  actuaries  and  ex- 
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perts.  I  mm  willing  to  give  my  opinion,  as  the  result  of  my  best  experience  on 
tbc  subject.  I  would  compel  a  company  to  keep  up  the  statute  reserve,  with 
the  privilege  of  impeuring  its  capital  to  50  per  cent  as  provided  by  the  oiU  of 
last  winter.  When  the  impairment  exceeds  this  percentage,  if  the  stockholders 
wookL  DOC  pay  up  an  assessment  to  make  up  that  deficiency,  steps  would  have 
to  be  taken  toward  liquidation  or  re-insurance. 

I  think  that  the  provision  of  Mr.  Miller *s  bill,  in  this  respect,  was  a  very 
proper  and  reasonable  rule  to  adopt  in  all  these  cases. 

I  should  require  a  mutual  company  to  have  an  extraordinary  reserve,  of  the 
same  amount  as  the  minimum  capital  required  for  the  organization  of  a  stock 
company,  that  they  could  stand  on  the  same  platform.  That  was  the  practice 
I  adopted  when  I  was  superintendent. 

In  reference  to  making  any  distinctions  as  to  the  standard  between  a  stock 
and  a  mutual  company: — ^what  is  a  stock  company?  Do  you  allow  your 
policyholders  to  participate  in  the  profits  of  the  comiwny,  in  any  shape  ?  No. 
Then  the  company  is  purely  a  stock  company.  Take  the  case  of  the  New 
York  companies,  where  they  are  mixed  companies — ^what  is  going  to  be  your 
standard  for  them,  or  for  an  immense  company  like  the  £quitable,  which 
is  substantially  mutual,  but  in  fiu:t,  is  a  mixed  company,  upon  which  they  only 
pay  the  Imi  rate  of  interest  which  the  capital  earns.  What  is  going  to  be 
your  stan£urd  there?  You  are  introducing  confusion  right  off,  if  you  make  a 
difference  with  the  companies. 

In  reference  to  having  a  standard  of  interest  and  mortality,  does  it  make  the 
slightest  di£Eerence  as  to  the  necessitv  of  having  a  certain  amount  of  money  to 
pay  a  policy  at  maturity,  whether  the  company  is  a  stock  company  or  not  ? 
I)oes  It  make  an^  possible  difference  in  a  legal,  scientific,  mathematiod,  or  any 
other  point  of  view?  If  $100  is  an  adequate  reserve  fund,  to  pay  a  certain 
policy  at  maturity,  it  makes  no  difference  whether  that  oolicy  is  issued  by  a 
stock,  mutual,  mixed,  or  proprietary  company.  What  the  state  wants  is  an 
amount  reserved  sufficient  to  protect  the  policyholder,  to  whom  that  policy  is 
issued, — perfect  security  that  the  policy  shall  be  paid  at  maturity. 

Upon  the  time  necessary  to  be  considered  in  fixing  what  rate  of  interest  is  to 
be  expected,  actuaries  differ  somewhat.  It  is  generally  considered  by  those 
who  have  made  it  a  special  study  that  we  ought  to  cover  a  period  of  from  25  to 
40  years.  That  is,  that  the  assumed  rate  ought  to  be  certain  to  be  maintained 
for  a  period  of  from  25  to  40  vears. 

When  we  had  the  English  life  table,  I  recommended  five  per  cent ;  then  we 
attempted  to  compromise  with  Massachusetts,  and  it  was  fixed  at  four  and  a 
half.  It  is  possible  that  five  per  cent  might  be  safely  assumed,  but  there  were 
a  great  many  contingencies  about  this  business,  and  gentlemen  differ  as  to  the 
rate  of  interest  which  can  be  received  in  the  future,  and  the  assumption  in  the 
life  insurance  calculations  is  that  this  money  is  perpetually  invested.  You  cannot 
allow  a  moment  to  lapse.  When  you  assume  this  rate  of  interest  you  cannot  lose 
weeks  in  makine  your  loans.  The  Mutual  Life  now  only  receives  about  six  and 
a  half,  thou|^  the  legal  rate  is  seven.  In  assuming  this  rate,  we  want  to  get  at 
something  which  is  about  fair,  as  between  the  companies  and  the  public,  and  with- 
out question  safe,  and  then  assuming  that  surplus  interest  is  realized,  the  public 
get  Uieir  recompense  in  the  dividends,  and  tne  company  has  the  advantage  of 
the  additional  safety  all  the  time,  and  is  safe  and  sound  m  any  event  As  they 
receive  interest  over  the  assumed  rate,  they  pay  it  over  generally  at  the  end  of 
the  year  to  the  policyholder,  so  that  neither  the  company  nor  the  public  loses 
the  benefit  of  it 

There  is  a  great  difficulty  in  agreeing  upon  what  is  the  exact  rate  of  interest 
that  ought  to  be  assumed,  and  the  best  table  of  mortality.  We  have  got  to 
harmonize  and  agree  upon  something,  or  take  the  German,  French  and  English 
plan  of  having  no  legal  table  at  all.  Every  time  a  company  is  declared  insolvent 
there,  it  goes  mto  the  courts,  and  gendemen  experts  are  called  upon  to  swear 
what  is  the  best  standard  to  test  the  solvency  of  a  life  insurance  company. 
From  the  experience  we  have  had  here,  I  have  regarded  it  as  settled  that  there 
muftbealegiU  standard. 


Digitized  by 


Google 


152 

er  view  was  introduced,  I  think,  into  the  state  of  Georgia  prior  to  tiie 
hat  state  had  a  statute  by  which  the  interest  assumed  in  valuing  the 
s  of  a  company  was  to  be,  I  think,  two  per  cent  less  than  the  rate  of 
the  company  actually  received  for  the  prior  two  or  three  years.  So 
company  received  eight  per  cent  interest,  they  would  be  valued  on  six, 
X  and  a  half,  valued  at  four  and  a  half,  and  on  that  standard.  But  it 
Ungly  desirable,  if  it  is  practicable  and  possible,  to  harmonize  upon  a 
mdard  for  the  whole  of  the  United  States.  Companies  in  the  western 
ly  average  eight  per  cent.  The  bonds  and  mortgages  of  the  company  I 
t  are  invested  at  ten  per  cent.  Notwithstanding  that,  there  should  be 
en  standard  fixed  to  test  the  solvency  of  life  insurance  companies, 
he  case  represented  by  the  eminent  bankers  of  the  National  Lite  of  Phila- 
What  standard  should  be  applied  to  that  companv  to  test  the  presem 
its  liabilities  or  to  arrive  at  its  due  re-insurance  fund  ?  They  talk  about 
;  a  six  per  cent  basis,  and  then  if  interest  goes  down,  hereafter  of  decreas- 
ssumed  rate.  You  do  not  want  to  value  them  on  a  high  rate  and  low  re- 
d  then  reduce  the  rate  and  increase  the  reserve.  The  National  Life  of 
phia  should  be  charged  with  a  sum  sufficient  to  meet  its  policies  at 
;  and  this  rule  should  be  uniform,  whether  policies  are  issued  by  Jay 
Co.,  or  by  a  man  round  the  comer  not  worth  a  dollar. 
I  it  is  entirely  right  and  proper  to  have  strictly  proprietary  companies ; 
t  companies  should  not  nave  the  rules  altered  to  suit  them. 
i  not  make  the  slightest  difference  in  a  valuation  whether  a  policy  lapses 
ereafter.  You  take  equivalent  assets  and  liabilities  out  of  each  side,  it 
make  any  di£ference  in  the  test  of  solvency.  The  premiums  of  the  Nation- 
believe,  in  excess  of  our  New  York  standard  net  rates  at  four  and  a  half 
American  Experience  table  of  Mortahty.  So  that,  in  one  sense,  vou 
hat  a  policyholder  pays  a  premium  on  a  four  and  a  half  per  cent  table, 
s  slightly  loaded.     That  is  all.     In  some  cases  not  loaded  much,  if 

heard  talk  about  the  companies  computing  tables  of  premiums  on  a  six 
rate  of  interest.  You  can,  however,  get  precisely  the  same  actual  gross 
premium  at  six  per  cent  as  at  four  and  a  half  per  cent,  by  vftrying  and 
;  the  loading.  If  your  premium  is  not  sufficiently  loaded,  you  may  not 
0  pay  expenses, 
ave  before  suggested,  a  proprietary  or  stock  company  must  get  enough 

by  which  it  can  maintain  a  legal  rerserve.  If,  as  Mr.  Peet  sng- 
biting  his  company  with  a  reserve  at  four  and  a  half  per  cent  would 

impairment  after  i6  years  business  for  five  millons  of  dollars,  it  de- 
es uiat  they  cannot  do  business  on  that  rate  of  premium.  They  must 
enough  in  some  way  or  another  to  keep  up  a  sum  which,  according  to 
>ted  standard,  will  enable  them  to  meet  their  obligations  at  maturity, 
t's  company  has  a  million  of  dollars  capital — under  the  law  proposed  last 
ley  could  spend  $500,000  in  building  up  their  businesss,  and  still  continue 
»mess  in  the  state  of  New  York.  If  they  went  beyond  those  figures  and 
KX),ooo,  they  would  have  to  make  an  assessment  on  the  stockholders, 
'  could  go  on  in  that  way,  throwing  money  into  the  business  oif 
for  the  purpose  of  building  it  up.  But  capitalists  ought  not  to  be 
to  waste  millions  of  dollars  to  build  up  a  business  without  replenishing 
;ver  impaired  beyond  a  reasonable  hmit  It  would  be  disastrous  to 
eral  interests  of    the  business,  and  to  the  public  interests.    I  may 

one  sense,  that  the  rate  of  premium  of  the  National  Life,  of 
rton,  was  based  upon  four  and  a  half  per  cent  American  Experience, 
say  three  per  cent;  or  whatever  the  loading  might  be  by  com- 
,  or,  you  can  state  it  the  other  way — that  their  rate  of  premium 
assumed  rate  of   six    per  cent,   loaded    thirty,    forty    or    fifty   per 

whatever  the  loading  may  be.  You  compel  a  company  to  load  by 
Qg  it  to  reserve  on  a  four  and  half  per  cent  basis,  American  expe- 
because    it  must  get    enough    money  in   some   way  to  keep  up  its 

If  their  stockholders  are  willing  to  make  up  the  money,  all  nght. 
can  run  without  it,  all  right.     But  the  risk  of  success,  and  of  main- 
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laining  solvency,  should  be  run  by  the  stockholders,  and  not  by  the  pohcy- 
holders.  A  company  is  compelled  to  htve  a  certain  rate  of  reserve,  and  keep 
it  up  all  the  while.  The  New- York  Life  and  Trust,  a  strictly  proprietary  or  stock 
company,  charge  one  of  the  highest  rates  in  the  United  States;  but  it  is  not  the 
proprietary  companies  generally  that  charge  the  high  rates.  If  you  have  one 
standard  for  a  purely  stock  company,  or  proprietary  company,  and  another  for 
a  mutual,  and  another  for  a  mixed,  you  eet  into  confusion  as  to  the  standard, 
and  introduce  elements  of  perpetual  conmct  and  confusion  in  leeislation.  It  mav 
be  said :  **  Why  not  fix  tne  premium  arbitrarily,  and  by  legislation,  at  once  ?'' 
It  is  fixed  indircKrtly. 

The  Gotha  Life,  of  Germany,  is  now  conducted,  it  is  said,  at  an 
average  rate,  per  expenses,  of  five  per  cent  In  America,  the  business  is  done 
at  too  hi^  an  expense ;  and  it  is  almost  inevitable  that  it  should  be  so  at  this 
present  tmie,  in  consequence  of  the  enhanced  prices  incident  to  the  war,  without 
any  pn^>ortioQate  increase  of  the  rates  of  life  premiums.  When  I  said  that  a  net 
valuation  was  a  perfect  test  of  the  solvency  of  companies,  and  in  consequence, 
with  the  National  Life,  I  said  it  on  the  assumption  that  the  rate  of  premium  was 
equal  with  the  net  premium,  and  that  there  was  enough  to  provide  for  expenses 
also.  In  the  case  of  the  National,  I  do  not  know  whetner  a  net  valuation 
would  properly  am>ly  or  not  I  feel,  on  that  question,  that  the  greatest 
h«edom  ought  to  be  allowed  to  experiment  in  this  direction.  Where  a  given 
capital  was  put  up  and  imperiled,  it  seems  to  me  that  a  superintendent  would 
not  be  justified  in  making  a  g^ross  valuation  on  a  colbpanv  like  the  National 
Ufe,  unless  the  fact  was  that  its  rates  of  premium  were  oelow  the  net  rate, 
or  so  near  it  as  to  render  it  certain  that  the  company  could  not  in  the  future 
maintain  and  keep  up  its  re-insuranct  fund. 

If  a  company  like  the  National  Life,  with  a  capital  of  a  million  of  dollars, 
should  sink  say  $600,000,  and  then  make  up  the  aeficiency  by  assessment,  and 
the  company  desired  to  avoid  any  such  danger  hereafter,  then  I  should  say, 
"  You  must  make  it  up  by  diminishinsr  expenses,  or  by  slightly  increasing  the 
rate  of  premium,*'  by  which  they  would  be  compelled  to  conduct  their  busmess 
on  a  livmg  basis.    We  ought  to  conduct  the  business  <m  a  sound  basis. 

Mr.  Wright  has  introduced  other  views.  But  I  have  never  seen  why  the 
capital  of  a  Ufe  company  should  be  treated  differently  from  a  fire  or  a  marine 
company.  With  regard  to  a  fire  or  marine  company — if  the  percentage  of 
impairment  shall  exceed  twenty-five  per  cent  after  this,  they  must  make  up  the 
deficiency  or  be  wound  up— why  is  it  oiflerent  with  a  life  company,  so  far  as  the 
camtalis  concerned,  except  that  more  latitude  of  impairment  snould  be  allowed. 

The  csM>ital  of  a  company  ought  to  be  protected,  and  have  money  to  repre- 
sent it  all  the  while,  whatever  the  standard  of  valuation  may  be.  It  don*t  make 
any  difference  what  the  standard  is  for  this  purpose.  I  am  talking  now  of  the 
capital — that  the  capital  of  the  life  companies  ought  to  be  kept  intact,  within  a 
margin  of  impairment  of  fifty  per  cent,  it  seems  to  me,  which  would  be  a  very 
judicious  standard  to  make. 

That  a  company,  when  they  have  sunk  half  of  their  capital,  ought  to  curtail 
in  some  way  and  reduce  their  business,  or  increase  the  rate  of  premium  by 
which  they  would  not  sink  the  balance  of  the  capital.  Company  after  company 
m  Great  Britain  has  sunk  the  whole  of  its  capital  upon  the  idea  that  the  good 
will  of  the  business  that  they  established  would  ultimately  enable  them  to  get 
the  capital  back.  We  ought  not  to  carry  that  point  beyond  a  reasonable  limit. 
Our  tendency  is  to  spend  too  much.  Companies  are  so  anxious  to  get  ahead  of 
each  other,  that  the  tendency  is  to  run  the  expenses  at  too  high  a  rate. 

The  stockholders  of  the  National  assure  the  public  that  they  can  do  business 
sQccessfiilly  on  the  rate  of  six  per  cent  interest,  and  make  a  profit,  beyond 
paying  their  obligrations  at  maturity.  We,  the  public,  do  not  want  to  run  a  risk  be- 
cause these  stocuiolders  are  wealthy.  They  say  they  are  confident  they  can  carry 
their  obligations  to  maturity.  They  ought  not,  however,  to  ask  that  any 
diflferent  standard  of  reserve  should  tic  applied  to  them  simply  because  they  are 
organized  as  a  purely  business  or  money-making  corporation.  If  any  dis- 
tinction is  to  be  made  (and  none  should  be),  it  should  not  be  in  favor  of  purely 
stock  or  strictly  proprietary  corporations. 
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REMARKS  BY  SHEPPARD  ROMANS,  ESQ, 

Mr.  Chairman  : — I,  in  common  with  other  actuaries,  have  taken  a  great  inter- 
est in  the  proceedings  of  this  convention — more,  however,  as  spectators  than 
with  the  view  or  wish  to  participate  in  its  discussions  or  .deliberations,  still  less 
to  make  formal  statemenU  or  remarks — I  came  here  this  evening,  at  your  invi- 
tation, without  preparation,  but  simply  with  a  desire  as  far  as  it  may  be  in  my 
power^  by  replies  to  your  queries,  and  by  impromptu  remarks,  to  aid  in  the  ac- 
complishment of  the  obiect  desired,  which  I  conceive  to  be  a  thorough  discus- 
sion and  ventilation  of  the  subject  of  state  supervision  in  life  insurance  matters, 
and  the  adoption  of  uniform  systems  and  olanks  by  the  diflerent  states,  by 
which  that  supervision  may  be  rendered  more  effectual,  and  at  the  same  time 
less  onerous  to  the  companies. 

It  seems  to  me  that  one  of  the  most  important  subjects  that  can  be  properly 
brought  before  you  for  consideration  at  this  time,  is  tnat  of  the  nature  of  a  net 
valuation.  What  is  a  net  valuation  ?  What  is  accomplished  by  it,  and  wherein 
is  it  deficient  ?  A  subject  may  easilv  be  injured  by  claiming  for  it  more  than  is 
properly  its  due,  and  this,  I  think,  has  been  the  case  with  the  one  now  under 
consideration.  It  is  claimed  by  some  of  its  advocates,  that  a  net  valuation  is  a 
test  of  the  solvency  or  of  the  financial  condition  of  a  company.  In  my  opinion, 
this  is  scarcely  correct.  It  may  serve  to  i>oint  out  danger,  but  of  itself  \i  affords 
no  test  of  solvency.  It  may  be  justlv  claimed  that  it  furnishes  evidence  that 
the  net  premiums  have  been  accumulated  at  the  rate  of  interest  assumed,  and 
are  in  possession  by  the  company.  It  may  also  justly  be  assumed  that  if  the 
same  course  be  continued,  and  the  net  premiums  with  interest  are  in  future 
kept  intact,  and  in  possession  by  the  company,  the  claims  may  undoubtedly  be 
met  at  maturity.  But  there  are  cases  in  wnich  a  net  valuation  as  a  test  of  solv- 
ency will  be  found  wanting.  In  my  judgment,  before  any  company  should  be 
pronounced  insolvent  by  a  state  department,  something  more  is  necessary  than 
a  net  valuation  of  its  policies ;  in  other  words,  the  financial  condition  of  any 
company  can  only  be  accurately  ascertained  by  the  proper  consideration  of  the 
gross  premiums  receivable,  care  being  taken  to  provide  a  fund  for  future  contin- 
gencies and  expenses.  There  can  m  no  exhaustive  test  of  the  condition  of  a 
company  unless  the  premiums  actually  receivable  enter  into  the  account.  But 
this,  it  is  evident,  would  render  the  duty  of  state  supervision  more  arduous. 
And  perhaps,  all  things  considered,  the  system  of  net  valuation  is  the  best  for 
the  ordinary  purposes  of  a  state ;  with  a  proviso  that  in  extreme  cases,  before 
proceeding  to  harsh  measures,  the  commissioner  be  allowed  to  apply  the  test  of 
gross  valuation.  There  are  some  cases,  however,  in  which  the  present  system  of 
net  valuation  is  totally  inapplicable.  Take  for  instance  the  case  of  a  stock  com- 
pany charging  rates  of  premium  less  than  the  net  rate  at  four  per  cent.  B^  the 
present  system  of  net  valuation  it  is  assumed  that  such  a  company  will  be  in  re- 
ceipt of  premiums,  after  deducting  expenses,  equal  to  a  four  per  cent  rate. 
Hence  it  is  manifest  that  in  such  cases  such  a  system  of  valuation  would  be 
purely  fictitioas  and  arbitrary.  Suppose  a  company  should  be  prohibited  doing 
business  in  the  stale  of  Massachusetts,  and  that  the  officers  of  such  company 
should  obtain  the  separate  opinions  of  competent  actuaries  as  to  its  solvency,  and 
that  the  opinion  of  mose  actuaries  should  be  that  the  company  was  in  a  sound 
financial  condition,  as  determined  by  satisfactory  and  proper  tests  ;  the  result  of 
such  a  conflict  of  opinion  might  be  prejudicial  to  the  system  of  state  supervision. 
Would  it  not  be  desirable  before  pronouncing  judgment  against  a  company,  to 
apply  such  tests  as  will  place  the  necision  beyond  the  reach  of  contrary  opinion 
or  argument  ? 
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In  answer  to  a  question  by  the  chairman,  Mr.  Homans  said : 

As  you  are  very  well  aware,  sir,  there  are  two  standards  of  valuation 
employed  by  the  different  state  departments,  and  the  effect  of  having  diverse 
standards  is,  of  course,  very  manifest.  It  tends  to  throw  doubt,  and  perhaps 
discredit,  on  the  whole  system  of  state  supervision,  and  tends  to  neutralize  the 
good  effects  which  ma^  otherwise  be  anticipated.  I  believe  we  are  all  in  favor 
of  the  adoption  of  some  one  uniform  standard  throughout  the  country,  to  be 
applied  as  a  test  in  examining  the  status  of  companies.  The  state  of  Massa- 
chusetts started  with  the  basis  of  the  actuaries'  or  combined  experience  rate  of 
mortality,  with  four  per  cent  interest,  and  has  continued  that  basis  to  the 
present  day. 

Some  years  since  I  was  requested  by  the  New- York  companies  to  present 
a  paper,  drawn  up  and  sie^ied  by  them,  addressed  to  the  superintendent  of  the 
insurance  department  of  tSie  state  of  New-York  and  the  comnussioner  of  in- 
surance of  Massachusetts,  urging  the  propriety  of  some  one  uniform  standard. 
In  company  with  Mr.  Barnes,  I  visited  Mr.  Sanford,  the  then  commissioner  for 
Massaoiusetts,  and  discussed  with  them  the  advantages  of  agreeing  upon  some 
one  uniform  standard.  What  that  standard  might  be,  was  of  minor  importance. 
At  that  time,  the  state  of  New- York  had  adopted  the  English  life  table  No.  2, 
and  five  per  cent  interest ;  but  with  a  view  of  adopting  a  standard  which  would 
be  acceptable  to  all  other  states,  Mr.  Barnes  procured  an  amendment  to  the 
law,  by  which  the  American  experience  table  ot  mortality  and  four  and  a  half 
per  cent  interest  was  adopted  as  the  standard  for  the  state  of  New- York,  in  the 
nope  that  Massachusetts  would  agree  upon  the  same.  That  hope,  however, 
was  disappointed,  and  since  then  we  have  had  the  two  separate  standards. 

I  think,  at  this  preicnt  time,  the  convention  could  do  nothing  more  beneficial 
to  life  insurance  generally  than  to  unite  in  the  adoption  of  some  one  standard 
of  interest  and  mortality,  to  be  used  in  sdl  the  different  states.  I  am  not  pre- 
prepared,  myself,  to  make  any  recommendation.'  The  American  experience 
table  which  1  constructed  for  the  use  of  the  Mutual  Life  Insurance  Company  of 
New- York  was  not  suggested  by  myself  as  a  state  standard.  Mr.  Sanford  nas 
only  done  me  justice  when  he  said  in  his  report  for  1867,  page  73.  **  It  is 
due  to  Mr.  Homans  to  say  that  his  table  was  neither  suggest^  nor  urged  by 
himself  for  adoption  as  the  official  basis."  Since,  however,  it  has  been  adopted 
l^  some  of  the  states,  and  by  many  life  companies,  it  perhaps  would  not  be 
unbecoming  in  me  to  say  that  it  is  the  result  of  a  very  careful  analysis  of  the 
mortality  experience  of  the  Mutual  Life,  in  which  the  effect  of  selection  was 
carefully  eliminated ;  and  that  it  has  since  been  confirmed  in  a  very  remarkable 
degree  by  the  mortality  statistics  of  the  individual  companies,  and  of  all  the 
companies  combined,  as  shown  in  the  Massachusetts  reports. 

As  compared  with  the  Actuaries'  table,  it  shows  greater  mortality  at  the 
younger  ages,  and  also  at  the  older  ages,  while  at  the  middle  period  of  life,  say 
from  thirty  to  sixty,  it  calls  for  a  less  mortality.  This  is  in  accordance  with  the 
results  ot  (dl  published  mortality  statistics  in  the  United  States.  The  new 
experience  table,  constructed  by  a  committee  of  actuaries,  showing  the  expe- 
rience of  twent)'  English  companies,  accords  more  nearly  with  the  Ameri- 
can experience  table  than  with  the  first  actuaries'  table.  The  difference,  how- 
ever, by  either  of  these  standards  of  mortality,  is  inconsiderable.  They  are  all 
well  adapted  for  state  purposes,  and  the  choice  of  either  would  meet  all  the 
requirements  of  the  state. 

In  reply  to  a  question  from  the  chairman,  Mr.  Homans  stated  that  he  was 
in  favor  of  a  more  liberal  standard  of  valuation  in  the  case  of  non-participating 
policies.  Take,  for  instance,  the  class  of  companies  known  as  stock  companies. 
In  order  that  their  premiums  should  be  sufficiently  low  to  make  them  attractive 
to  the  public,  it  is  necessary  that  they  should  be  based  upon  a  rate  of  interest 
somewhat  approximating  that  which  can  be  realized  from  investments.  In 
other  words,  that  the  difference  in  the  rates  charged  by  these  companies,  and 
those  charged  by  the  mutual  companies,  should  be  about  that  which  would  be 
expected  as  surplus  or  return  premiums  of  the  latter.  If  the  liabilities  of  the 
stock  companies,  however,  are  estimated  by  the  very  severe  standard  adopted 
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for  xnQtxial  companies,  they  would  be  placed  under  the  very  injurious  and  unjust 
aspersion  of  having  impaired  their  capital.  If  it  was  a  function  of  the  state  to 
prevent  any  citizen  from  entering  into  an  unwise  or  unsafe  contract,  then  it 
imght  be  quite  proper  to  apply  the  test  of  a  four  per  cent  or  a  four  and  a  half 
per  cent  valuation  to  stock  companies,  but  on  no  other  theory  can  this  eourse  be 
defended.  It  appears  to  me  tnat  the  function  of  the  state  might  very  well  be 
linuted  to  the  exaction  of  evidence  in  the  case  of  any  company,  that  tne  finan- 
cial conditions  of  the  contracts  had  been  faithfully  performed.  If  men  of 
character  and  means  are  willing  to  risk  their  reputation  and  money  upon  con- 
tracts, based  upon  six  per  cent  interest,  and  persons  are  induced  to  accept 
those  contracts  bv  reason  of  the  low  rates  of  premiums ;  it  seems  to  me  only 
just  that  their  liaoilities  should  be  estimated  upon  the  same  basis.  It  would  be 
unduly  restrictive  on  the  part  of  the  state  authorities  to  apply  a  test  which 
would  certainly  bring  them  into  a  most  unenviable,  and  I  think,  a  most  unfair 
position.  If  policyholders  wish  to  obtain  insurance  at  the  lowest  present  out- 
lay of  premiums,  they  surely  ought  to  be  allowed  to  do  so,  provided  the  rates 
are  based  upon  assumptions  which,  in  all  probability,  may  be  realized.  What 
those  assumptions  for  interest  in  the  future  should  be,  is  a  question  upon  which 
men  of  financial  and  business  experience  are  better  capable  of  affording  n  solu- 
tion than  actuaries,  and  to  them  we  leave  the  question. 

The  question  of  security  is  a  relative  one.  It  is  self-evident  that,  other 
things  being  equal,  the  security  afforded  by  high  rates  of  premium  would  be 
greater  than  that  afforded  by  low  rates  of  premium,  but  if  tne  stock  companies 
are  compelled  to  reserve,  according  to  the  severe  standard  now  adopted,  it  will 
have  the  effect  of  increasing  the  cost  of  insurance  to  the  public  It  seems  to 
me  a  question  of  the  expediency  of  allowing  such  companies  to  exist,  or  of  pre- 
venting their  formation.  There  seems  to  be  a  manifest  propriety  in  applying 
the  same  standard  of  valuation  as  that  adopted  as  a  basis  for  premiums  in  the 
case  of  each  company. 

It  may  be  a  question  whether  a  company  in  which  the  premiums  are  based 

upon  four  per  cent  interest,  could  legally  or  morally  estimate  its  liabilities  at  a 

higher  rate.     Is  not  the  fact  of  basing  the  rates  upon  the  assumption  of  four  per 

cent  in  the  future  tantamount  to  saying  that  even  if  interest  should  £U1  to  that 

rate  the  company  would  be  enabled  to  meet  its  obligations  at  maturity?    If 

this  view  be  correct,  it  follows  that  the  company  should  reserve  for  liabilities 

upon  the  same  assumptions  for  the  future  as  those  upon  which  its  premiums 

are  caicuiatecL 
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PAPER  READ  BY  HON.  E.  A.  ROLLINS,  VICE-PRESIDENT  OF 
THE  NATIONAL  LIFE  INSURANCE  CO.  OF  THE  U.  S. 

It  it  respecdnllj  sabmitted  that  the  laws  of  the  states  relating  to  life  insurance 
should  be  so  modified  as  to  recognize  and  foster  stock  or  proprietarv  com- 
panies, espedallj  in  this  that  where  their  capital  is  large,  the  reserve,  which  in 
addition  to  their  capital  they  shall  be  required  to  maintain,  shall  be  based  upon 
interest  at  the  same  rate  per  cent  as  that  upon  which  their  premiums  are  calcu- 
lated, not  exceeding  six  per  cent  per  knnum. 

The  laws  referred  to  indirectly  require  that  every  life  insurance  company 
seeking  business  within  the  limits  of  the  states  which  passed  them,  shall  possess 
means  equal  to  its  liabilities.  These  liabilities  are  almost  entirely  upon  out- 
standing policies,  and  comprise  what  is  known  as  the  net  present  value  of  such 
policies.  To  respond  to  this  value  the  statutes  require  companies  to  reserve  an 
equal  amount  of  assets.  In  determinine  the  valuation,  there  is  prescribed  bv 
law  a  certain  table  of  mortality  from  wmch  is  ascertained  the  expected  death 
rate  of  iu  policyholders,  and  interest  at  a  certain  rate  per  cent  at  which  it  is 
assumed  the  means  of  the  company  may  be  made  productive.  These  differ  in 
difierent  states,  but  not  very  widely,  as  the  several  tables  of  mortality  recog- 
nized are  all  believed  to  be  eminently  trustworthy,  and  the  rates  of  interest 
assumed  are  those  employed  by  mutual  companies  in  determining  their  rates  of 
premium,  and  are  either  four  or  four  and  a  half  per  cent  per  annum. 

The  prevailing  laws  with  reference  to  reserves  were  passed  when  there  were 
no  stock  companies  in  America.  The  customary  name  **  reserve  *'  in  life  insur- 
ance itself  suggests,  even  if  it  was  not  borrowea  from,  the  laws  which  provided 
and  still  provide  that  in  determining  the  amount  of  surplus  to  be  distributed  in 
a  mutual  company,  being  the  excess  of  premiums  paid,  there  shall  be  "  reserved ' ' 
an  amount  measured  in  the  manner  prescribed. 

From  this  it  will  be  readily  inferrea  that  the  existing  laws  for  reserve,  designe<i 
as  they  were  for  mutual  companies,  must  be  entirely  inappropriate  to  those  doing 
business  upon  the  stock  plan,  and  further  examination  of  tne  subject,  which  is 
the  purpose  of  this  article,  proves  the  inference  to  be  well  grounded. 

In  making  this  examination  it  becomes  necessary  to  analyze  the  premiums 
diarged  by  all  companies  for  insurance  upon  all  plans — life  or  endowment. 
These  consist  practically  of  three  elements:  1st.  The  reinsurance  fund  of 
what  is  technically  called  the  reserve.  This  is  such  a  sum  as,  set  aside  and  in- 
vested at  compound  interest,  will  amount  to  the  face  of  the  policies  at  their  cer- 
tain termination,  and  constitutes  the  main  element  in  what  is  known  .as  the 
present  value  of  policies.  2d.  The  cost  of  insurance,  or  that  portion  of  the 
premium  employed  to  pay  the  current  losses  of  the  year.  The  reinsurance 
nmd  or  reserve  and  the  cost  of  insurance,  together,  constitute  the  net  premium 
charged  at  the  beginning  of  the  year.  Theoretically,  losses  are  payable  at  the 
close  of  the  year,  and  if  the  rates  of  interest  and  mortality  assumed  in  making 
the  premiums  are  exactly  realized,  the  net  premiums  and  the  interest  upon 
them,  and  on  the  existing  reserve,  will  at  the  end  of  each  year  pay  the  losses 
experienced  and  make  the  required  addition  to  the  assets,  which  include  the 
reserve.  The  third  element  m  the  premium  is  the  margin  or  loading  for 
expenses,  which  is  usually  a  percentage  upon  the  net  premium  or  the  other  two 
elements  combined,  and  is  of  the  same  nature  and  substantially  the  same 
amount  in  all  companies. 
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rom  what  has  been  said,  the  inquiry  naturally  arises  as  to  what  constitutes 
fundamental  difference  between  low  premiums,  or  those  of  stock  companies, 
high  premiums,  or  those  of  mutual  companies.  The  second  element  or 
of  insurance,  it  is  evident,  must  be  nearly  the  same  in  both  classes  of  com- 
ies.  The  third,  as  we  have  seen,  is  a  percentage  upon  the  other  two,  and 
ough  as  such  it  ma^  be  the  same  in  both  cases,  it  will  be  somewhat  smaller 
>w  premium  than  m  high  premium  companies,  because  in  such  companies 
first  element — the  reinsurance  fund  or  reserve — is  smaller, 
he  real  difference  then  lies  in  the  first  element — the  reserve. 
s  stated  above,  this  reserve  is  that  portion  of  the  premium  which,  invested 
;ompound  interest,  will  amount  to  the  face  of  the  policy  at  its  certain 
urity.  With  the  amount  of  the  pK>licy  fixed,  it  is  evident  that  the  amount  of 
reserve  will  depend  upon  the  rate  per  cent  per  annum  which  money  is 
scted  to  earn.  If  only  four  per  cent  is  expected,  a  larger  sum  will  be 
;ssary  than  if  that  expectation  is  six  per  cent.  At  the  former  rate,  an 
ual  rate  of  $17.80  must  be  made  for  thirty  years  to  aggregate  the  sum  of  a 
isand  dollars,  while  at  the  latter,  or  six  per  cent,  only  $12.60  will  be 
lired.  The  lower,  therefore,  the  rate  of  interest  which  is  assumed,  the 
ler  must  be  this  reserve,  and  the  higher  the  rate  the  lower  the  reserve,  and 
sequently  the  lower  the  premium.  Without  reflection,  it  might  seem  singu- 
:hat  in  the  stales  where  the  legal  rates  of  interest  are  six  or  seven  per  cent 
!ast,  and  the  prevailing  rates  oftentimes  much  greater,  the  four  or  four  and 
ilf  per  cent  rates  of  premiums  were  employed  when  life  companies  were 
organized  in  America ;  but  when  it  is  remembered  that  at  that  time  we 
i  without  ascertained  American  rates  of  mortality,  without  actuaries,  with- 
aws  regulating  the  operations  of  companies,  and  altogether  without  expe- 
oe  or  knowledge  in  life  insurance,  it  is  certainly  not  strange  that  the  rates 
iterest,  as  well  as  of  mortality,  were  borrowed  from  the  companies  of  the 
nrorld,  where  the  rates  of  interest  for  two  hundred  years  had  not  averaged 
B  than  two-thirds  the  average  rates  in  the  new.  Beside  this,  the  first  com- 
es were  purely  voluntary  associations,  without  capital,  and  it  undoubtedly 
led  to  them  wise  to  make  the  premiums  somewhat  excessive,  so  that  the 
mulations  of  the  companies  migtit  be  as  large  and  rapid  as  practicable,  and 
pital  created  for  the  security  of  their  members. 

iveral  years  passed  and  several  companies  were  organired  before  super- 
ry  laws  were  anywhere  enacted,  and  a  legal  test  of  solvency  of  any 
acter  established.  Meanwhile  the  premiums  of  the  new  institutions 
irallv  followed  those  of  an  earlier  date,  as  they  were  like  them  in  their 
is  of  organization,  and  sufficient  rime  had  not  elapsed  to  prove  die  rates 
ecessarily  high.  It  was  under  these  circumstances  that  the  laws  relating 
iserve  were  passed.  Hardljr  an  American  stock  company  was  in  existence, 
companies  were  mutual,  with  the  usual  four  and  a  half  per  cent  rates  of 
I.  In  framing  their  statutes  the  legislatures  considered  and  acted  upon  the 
I  existing  facts.  They  found  high  premiums  involving  high  reserves,  and 
'  legislated  to  compel  the  execution  of  contracts.  A  four  per  cent  rate 
irally  called  for  a  four  per  cent  reserve.  This  was  that  for  which  the  pre- 
u  was  paid,  and  it  was  just  that  policyholders  should  have  that  which  they 
:hased.  No  legislator  probably  thought  of  voting  that  a  four  per  cent 
rve  was  necessary  for  the  safety  of  the  policyholders,  and  it  is  certain  that 
originator  of  the  first  law  in  Massachusetts  on  that  subject  did  not^for  a 
nent  suppose  that  it  was  imprudent  to  assume  a  much  higher  rate.  It 
ned  necessary  to  prevent  a  natural  tendency  to  extravagance,  engendered 
»mpetidon,  and  to  preserve  intact  that  portion  of  their  premiums  which 
insured  had  paid  as  a  self  insurance  fund.  Beside  this,  after  the  passage 
he  law,  the  old  companies  found  in  large  accumulations  originating  in  high 
niums  loaned  at  seven  per  cent  and  more,  a  means  for  flattering  mvidends 
I  which  to  encourage  larger  patronage,  and  the  new  ones,  with  little  if  any 
tal,  found  in  the  same  premiums  the  principal  means  they  had  with  which 
efray  the  necessary  expenditures  of  their  organization  and  introduction  to 
lie  favor.     For  these  reasons,  sufficient  both  for  the  state  and  .the  com  pa- 
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iiie.«,  the  reserve  and  the  premiums  of  mutual  companies  have  been  continued 
on  the  same  basis  with  hw  modifications.  The  demands  of  the  premiums  and 
of  the  reserve  have  been  reciprocal ;  each  has  made  the  other  necessary,  and 
applicants  for  insurance  have  been  compelled,  in  some  manner  and  form,  to 
jaycxcessive  rates. 

That  such  companies  have  found  the  premiums  too  high,  for  insurance  only, 
is  proven  by  the  dividends  or  the  return  of  the  surplus  of  premium,  which  has 
been  made  in  money  by  those  companies  receiving  cash  premiums,  and  in  the 
<»ncellation  of  notes,  credits^  or  hens,  wholly  or  in  part  by  those  taking  orly 
part  of  the  premium  in  cash. 

With  the  laws  of  the  states  and  the  experience  and  practice  of  the  com- 
panies, such  as  we  have  described,  stock  companies  have  been  organized  and 
nave  issued  many  thousands  of  policies,  receiving  for  them  the  low,  or  six  per 
cent  rates  of  premium.  They  desire  to  continue  such  issue,  and  they  respect- 
fully submit  that  the  laws  of  the  several  states  should  be  so  fiu*  amended  as  to 
require  of  them  upon  sudi  policies  only  a  six  per  cent  reserve.  In  doinjg;  this 
they  premise  that  the  pubhc  good  is  well  suoserved  by  the  pledge  otlarge 
capital  from  the  compames  to  Uieir  policyholders,  that  all  their  contracts  shall 
\  be  faithfidlv  executed, — that  when  such  pledge  is  given,  the  prudence  and 

}  economy  of  such  companies  in  their  expenditures  are  largely  encouraged,  and 

}  great  care  in  the  selection  of  lives  is  secured,  as  all  costs  and  losses  must  first 

,  Be  paid  before  their  stockholders  realize  any  profit  whatever — that  the  higher  the 

f  premium,  even  in  mutual  companies,  the  greater  the  expenses,  inasmuch  as 

!  the  largest  expenses  of  all,  to  wit,  the  commissions  to  agents  and  the  percent- 

age tax  upon  premiums,  increase  with  the  increase  of  rates — that  for  these 
reasons  with  otners,  the  public  at  their  pleasure  should  have  the  opportunity  of 
pnrchasine  their  insurance  of  companies  usine  low  rates  of  premium,  that  to 
Chat  end  the  companies  should  themselves  be  Durdened  by  legislation  only  so 
far  as  is  necessary  for  the  security  of  their  patrons, — and  that  the  convention 
now  in  session  will  do  much  to  restore  and  increase  the  public  confidence  in 
life  insurance  by  doing  what  it  can  to  invite  capital  to  give  to  insurance  its  con- 
servatism and  its  strength. 

They  premise  further  that  it  would  be  harsh  injustice  to  their  policyholders 
to  exact  of  them,  if  it  were  practicable  to  do  so,  a  four  per  cent  premium  with 
which  to  meet  the  requirements  of  a  four  per  cent  reserve.  Out  of  this  there 
would  ultimately  be  excessive  gain  to  their  stockholders,  as  will  readily  appear 
from  a  single  illustration. 

An  accumulation  of  say  $^,000,000  from  non-participatine  policies  loaned 

upK>n  bond  and  mortgage  under  the  laws  of  New  York,  would  bring  at  seven 

per  cent  a  yearly  income  of  $350,000.     The  requirements  of  a  four  per  cent 

reserve  would  employ  of  this  amount  $200,000,  and  there  would  be  left  as 

profits   to  the  stockholders  from  this  source  aione,  the    immense  sum  of 

$150,000.    This  is  enormous,  and  yet  the  present  law  of  reserves,  unchanged, 

tends  on  the  one  hand  to  precisely  such  results,  through  an  increase  of^the 

premium  of  stock  compames,  and  on  the  other  to  their  oppression,  if  not 

their  extinction,  through  the  rapid  constructive  impairment  of  their  capital  to 

make  good  the  increasing  demands  of  their  legal  reserve :  increasing  constantly 

because  of  their  accummating  business, — a  reserve,  too,  not  paid  for  by  their 

policyholders,  nor  required  in  their  interests.    Companies  charging  the  high 

premiums,  in  substance  agree  in  their  policies  to  pay  their  patrons  only  four 

or  four  and  a  half  per  cent  upon  the  money  receivea  from  them,  while  those 

charging  the  low  rates  covenant  to  pay  them  six  per  cent  per  annum. 

This  brings  us  face  to  £ace  with  the  inquiry,  whether  or  not  it  is  safe  to 
assume  that  money  during  the  present  generation  in  this  country  will,  when 
invested  as  the  assets  of  Ufe  companies  ordinarily  are  invested,  return  six  per 
cent  per  annum.  This  we  unhesitatingly  answer  in  the  affirmative,  and  in 
part  for  the  following  reasons  : 

This  subject  was  thoroughly  examined  by  those  who  subsequently  became 
stockholders  and  officers  of  stock  companies  before  they  subscribed  and  paid 
for  their  stock.      It  was  their  faith  in  tnis  which  prevailed  upon  them  to  make 
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ripdon  and  payment.  They  have  not  seen  a  sinele  reason  existing 
owed  to  change  their  belief.  That  in  the  past  the  rates  of  interest 
ged  the  country  over,  and  uniformly  averaged,  too,  every  year, 
:e  than  six  per  cent  there  can  be  no  question.  We  leave  out  now,  of 
call  loans  in  commercial  centres,  which,  for  brief  periods,  sometimes 
s  and  sometimes  in  another,  from  peculiar  relations  of  circumstances, 
nally  very  low  and  sometimes  very  high,  which  loans  insurance 
never  make.  We  include  only  investments  in  which  companies  can 
i  properly  place  their  reserves,  and  we  say  unhesitatingly  that  city 
r  bonds  and  loans  secured  by  mortgage  of  real  estate  two  or  three 
value,  have  probably  at  no  time  in  the  history  of  the  country  aver- 
than  7  per  cent.  We  might  include  in  this  statement  the  bonds 
iral  government,  for  while  the  five  per  cent  bonds  would  seem 
ptional,  yet  when  it  is  considered  that  they  are  protected  from  local 
hich  oftentimes  amounts  to  one  or  two  per  cent  per  annum,  and 
icome  are  exempt  from  all  taxation  of  every  kind,  whether  hy^  the 
tes  or  other  authority,  the  actual  interest  received  directly  and  indi- 
i  them,  fells  nothing  short  of  6  per  cent  or  7  per  cent  We  do  not 
je  bonds  however,  because  the  feet  that  they  always  have  large  and 
ibroad,  where  money  is  cheaper  than  with  us,  that  the  National 
ompelled  to  employ  them  for  tne  security  of  their  circidation  and  of 
{  made  with  them  to  the  credit  of  the  Treasurer  of  the  United  States^ 
e  legal  investments  for  all  sorts  of  companies  and  all  persons  acting 
7  capacity,  and  that  they  alwap  command  an  instant  sale  for  ready 
Tever  offered,  all  tend  naturally  to  keep  the  pecuniary  profit  from 
what  under  the  income  from  several  other  kinds  of  investments 
mquestionable  in  their  character. 

the  influences  at  work  to  sustain  and  often  to  advance  the  rates  of 
•  common  both  to  this  country  and  Europe.  Mr.  John  Stuart  Mill, 
:  on  political  economy,  says,  that  the  organization  of  joint  stock 
and  recent  inventions  of  all  sorts  have  a  tendency  to  increase  the 
(ehere;  and  especially  that  the  construction  of  railroads  and  their 
for  years,  keep  interest  higher  than  it  has  been.  Other  and  great 
lown  in  many  places  of  the  old  world  are,  however,  operating  with 
in  America.  Here,  the  simple  demand  for  money,  for  the  building 
d  cities,  and  the  construction  of  dwellings  and  places  of  business, 
imits  of  those  already  established,  is  enormous,  while  in  Venice,  it 
tiiere  has  hardly  been  a  house  erected  for  twenty  years,  and  the 
Amsterdam  is  almost  as  thoroughly  concluded  as  is  Venice.  These 
inples  of  a  general  rule  and  principle  they  indicate.  Opportunities 
money  there  are  fewer,  while  the  amount  seeking  investment  is ' 
greater  than  in  this  country.  It  were  strange  then,  if  the  rates 
^ere  not  smaller  than  here,  and  yet  the  insurance  companies  of 
un  have,  it  is  believed,  received  more  than  five  per  cent,  on  the 
many  years  from  their  investments,  and  the  average  rate  of  interest 
1  markets  on  the  best  government  loans,  extending  over  a  period  of 
f  to  thirty  years,  reaches  almost  six  per  cent.  But  the  profits  from 
entt  of  the  oldest  and  most  thoroughly  established  and  largest  Hfe 
in  Uie  United  States  during  all  their  experience  have  averaged,  to  the 
le,  not  less  than  7  per  cent, — indeed,  those  of  the  Connecticut 
e  considerably  exceeded  eight  per  cent  per  annum,  and  from  the 
rt  of  Honorable  William  Bsmies,  consulting  counsel  and  actuary  of 
sociation  of  America,  it  seems  that  the  real  estate  loans  of  that  com- 
nparatively  recent  origin),  up  to  the  close  of  1870,  averaged  ten  per 
aum.  The  rates  0/  interest  fixed  by  law  in  the  thirteen  original 
t  republic  were  in  no  instance  less  than  6  per  cent,  and  were  some- 
er.  They  have  never  been  reduced,  but  in  various  ways  and  at 
les  they  have  in  several  instances  been  advanced.  In  almost  all  the 
I  to  the  union  since  its  creation  the  rates  have  been  very  considera- 
6  per  cent;  two,  three  and  often   four  per  cent  above.       The 
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tendency  seems  to  be  apward  rather  than  downward.  Illinois,  Indiana  and 
Michigan  are  as  old  now  as  many  of  the  eastern  states  were  at  the  time  their 
rates  were  fixed  at  6  per  cent,  aiid  yet  the  prevailing  and  every-day  rate  in 
diem  is  lo  per  cent.  Loans  can  be  made  on  notes  and  bonds  secured  by  mort- 
gage of  hig^y  improved  farms,  worth  three  times  the  amomit  of  the  loans,  at 
10  per  cent  per  annum,  and  in  the  commercial  centres  of  these  states  at  rates 
not  much  bdow,  upon  securities  more  desirable.  The  le^al  rates  of  interest 
west  of  them  are  greater  still.  In  Minnesota,  I2  per  cent  is  allowed,  and  is  the 
customary  rate  upon  the  best  securities  within  its  limits. 

The  Lindom  Economist^  the  best  £uropean  authoritv  on  this  subject,  estimates 
that  the  average  rate  of  interest  on  a  majority  of  the  foreign  and  colonial  stocks 
now  owned  in  Great  Britain,  is  equal  to  from  six  to  seven  per  cent  as  a  minimum. 

Mr.  T.  B.  Sprague,  Vice-President  of  '*the  institute  of  actuaries,  "  a  stand- 
ard authorityin  Europe,  has  latelv  published  an  able  paper,  in  which  he 
remarks :  '*  There  is  very  little  doubt  that  on  judicious  investments  in  foreign 
stocks,  at  least  six  per  cent  or  seven  per  cent  interest  may  be  continuously 
realized  with  safety  after  allowing  for  a  proper  sinking  fund  to  provide,"  &c 
This  rate,  it  will  be  observed,  can  be  realized  in  Great  Britain.  Mr.  David  A. 
Wells,  one  of  the  best  authorities  in  this^  country,  and  late  special  commissioner 
of  the  United  States  revenue,  who  has  given  attention  to  this  and  kindred  sub- 
jects, almost  more  than  any  one  else,  makes  a  contribution  to  the  The  Nation^ 
in  its  issue  of  April  27th  last,  entitled  "the  prospective  rate  of  interest  through- 
out the  United  States  for  the  next  quarter  of  a  century,"  in  which  this  subject 
is  treated  exhaustively.  Reference  is  made  to  it  in  support  of  the  point  now 
being  considered,  for  reasons  which  cannot  but  conmiena  themselves  to  every 
one  who  reads  it. 

He  concludes  his  article  in  the  following  language : 

"  I  have  thus  briefly  presented  the  evidence  which  seems  to  me  available  for 
the  formation  of  an  opinion  respecting  the  average  rate  of  interest  that  may  be 
expected  to  prevail  throughout  the  tfnited  States,  under  various  conditions  of 
security,  for  the  next  quarter  of  a  century.  My  own  conclusion,  from  a  some- 
what careful  investigation  of  the  subject,  is,  that  although  capital  in  the  United 
States  during  that  period  may  be  expected  to  increase  greatly,  the  opportunity 
and  desire  aUke  for  the  investment  and  use  of  such  capital  will  be  more  than 
correspondingly  augmented  through  the  increase  of  population  and  the  devel- 
opment of  the  natural  resources  of  the  country ;  and  that  in  other  respects, 
orcumstances  do  not  favor  any  immediate  reduction  of  the  rates  of  interest. 
The  civilization  of  the  United  States,  furthermore,  in  contradistinction  to  that 
which  prevails  in  otherparts  of  the  world,  is  a  civUization  of  rapid  growth  and 
forced  development.  Tnat  which  in  other  and  older  countries  has  required 
centuries  to  accomplish — such  as  the  improvement  and  ornamentation  of 
towns,  the  construction  of  roads,  harbors,  elaborate  public  buildings  and  parks ; 
the  providing  of  water  supplies  and  systems  of  drainage,  the  incurring  and  the 
paying  of  great  debts — we  expect  to  make  the  work  of  years.  And  while  such 
a  condition  of  things  prevails,  the  demand  for  capital  will  always  tend  to  be  in 
excess  of  supply;  and  industries,  made  highly  productive  by  force  of  circum- 
stances, can  afford  and  will  pay  for  its  use  most  liberally.  I  am  well  aware  that 
in  a  country  where  the  "  societary  circulation,"  to  use  a  modem  expression,  is 
active,  money  as  an  instrument  for  effecting  exchanges,  or  capital  as  an  instru- 
ment of  oroduction,  produces  its  results  more  rapidly  than  in  countries  where 
the  social  movement  is  more  sluggish;  and  that  this  mcrease  in  rapidity  of  use 
\s  equivalent  to  an  increase  of  supply.  By  taking  all  this  into  consideration,  I 
think  one  would  hazard  little  in  predicting  that  during  the  next  twenty-five 
years,  without  such  a  condition  of  general  disturbance  and  revolution  in 
Europe  as  would  endanger  the  safety  of  investments  in  that  country,  the  aver- 
age rate  of  interest  for  the  United  States  as  a  whole  will  not  be  less  than  seven 
ter  cent.  If  the  na^onal  or  state  governments  are  able  to  borrow  for  less  in 
their  own  markets,  it  will  be  because  of  the  offer  of  compensating  advantages 
for  the  reduction,  either  in  the  way  of  security,  exemption  from  taxation,  or 
facility  of  conversion."  David  A.  Wells. 
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When  it  is  remembered  that  the  middle  line  of  the  country  north  and. south, 
on  the  track  of  the  Union  Pacific  Railroad,  is  a  long  way  west  of  the  Missouri 
river,  that  new  states  in  undetermined  numbers  with  the  almost  fabulous  de- 
mand of  their  towns  and  cities,-^their  agriculture,  manufactures,  railroads, 
banks  and  other  interests  and  organizations,  are  yet  to  be  created  out  of  exist- 
ing territories — that  the  British  possessions  north  of  us  are  certain  to  grow  for 
<:enturies,  and  that  Mexico  and  all  of  South  America  are  awaiting  the  capital 
and  enterprise  of  the  anglo  saxons  for  their  development,  it  is  respectfully  sub- 
mitted that  whether  or  not  money  in  this  country  will  earn  sv.  per  cent  per 
annum  during  the  next  generation,  does  not  admit  of  any  serious  question 
whatever.  Every  business  man  accustomed  to  the  uses  of  money,  who  has  given 
attention  to  the  subject,  admits  it,  and  to  conference  with  such  as  they  shall  have 
opportunity,  the  members  of  jour  comnuttee  are  respectfulty  recommended. 

This  question  of  a  reduction  of  the  reserve  required  by  law  of  proprietary 
compames  has  been  suggested  from  time  to  time,  on  various  occasions,  by 
those  employed  in  writing  upon  insurance  subjects  for  the  g^eneral  public. 
TA^  Spectator^  of  New  York,  as  early  as  December,  1869,  in  its  number  for 
that  month,  in  an  editorial,  styled  "  the  question  of  reserve  "  among  other 
things,  savs : 

The  only  argument  in  favor  of  high  reserves  is  one  which  is  based  entirely  on 
considerations  of  greater  security.  It  has  been  insisted  that  high  reserves  arc 
a  restraint  upon  extravagance,  but  in  reality  it  is  the  principle  of  a  high  reserve 
which  more  than  anything  else  permits  extravagance.  This  may  seem  para- 
doxical, but  it  is  easy  to  see  everywhere  what  is  the  efiect  of  over-confidence  as 
to  security.  A  man  is  wasteful  of  money  just  in  the  same  proportion  as  is  the 
amount  of  money  at  his  disposal  in  excess  of  what  he  actually  needs ;  so  in  life 
insurance,  the  company  which  accumulates  a  large  surplus  over  its  reserve,  is 
in  constant  danger  of  giving  way  to  some  extravagance  which  would  not  have 
been  permitted  if  its  reserve  had  been  calculated  at  a  lower  standard. 

But  there  is  another  consideration  in  favor  of  a  lower  standard  of  reserev. 
And  that  is  the  objection  to  making  good  a  high  reserve  by  including  in  a  com- 
pany's assets  a  lot  of  intangible  items  which  would  not  be  available  for  payment 
of  losses.  It  is  preferable,  we  think,  that  a  company  should  possess  a  five  per 
cent  reserve  of  solid  cash  assets  rather  than  it  should  reserve  on  the  basis  of  a 
four  per  cent  valuation,  and  only  make  good  its  reserve  by  means  of  including 
in  the  account  a  lot  of  uncertain  items.  But  we  do  not  wish  to  be  understood 
as  arguing  in  favor  of  a  lower  reserve  for  all  companies.  The  point  which  we 
wish  to  make  is,  that  a  state,  in  its  capacity  of  testine  the  rates  of  policyhold- 
ers' deposits  to  companies'  assets  cannot  justly  so  tar  interfere  with  t)»e  terms 
of  individual  contracts  as  to  exact  from  one  company  fidelity  to  the  assumptions 
of  another  company,  especially  when  the  former  company  has  from  the  outset 
released  itself  from  such  extra  liability  by  the  very  terms  and  concessions  ex- 
pressed in  its  contracts.  We  raise  this  point  now  because  we  know  that  the 
time  is  not  far  distant  when  it  must  be  agitated  in  behalf  of  policyholders.  At 
all  events,  we  hope  the  question  will  be  considered  on  its  merits,  and  that  its 
merits  appeal  strongly  to  policyholders  is  evident  from  the  fact  that  the  compa- 
nies are  now  compelled  to  do  business  according  to  four  and  four  and  a  half 
per  cent,  whereas  they  are  constantly  receiving  upwards  of  six  per  cent.  It  is 
like  borrowing  money,  and  when  the  first  pay  day  comes  around,  paying  only 
half  the  interest,  on  the  principle  that  unless  he  has  the  use  of  the  other  half, 
the  borrower  may  not  be  able  to  pay  anything  when  it  is  again  due !  " 

The  same  journal,  in  its  issue  of  December  of  the  following  year,  discussing 
a  kindred  subject,  remarks  that : — 

While  the  business  was  one  in^o  which  experiment  and  speculation  largely 
entered  as  elements,  there  was,  perhaps,  gooa  ground  for  levying  hi^h  rates  by 
way  of  protecting  both  parties  against  contingencies  then  impossible  to  be 
foreseen.  In  such  case  it  was  rational  enough  to  buildup  a  wall  of  certain 
security  against  the  onslaughts  of  extraordinary  mortality  or  the  waves  of 
financial  panic  But  time  has,  in  these  respects,  made  all  things  even.  Mor- 
tality tables  have  been  proved  correct ;  the  average  of  loss  has  been  fixed  with 
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approximate  definiteness,  and  the  average  value  of  money  has  been  determined. 
TUese  things  settled,  nothing  but  the  question  of  expenses  remains  to  complete 
the  calculable  cost  of  insurance ;  and  just  in  proportion  as  a  company's  araurs 
ait  idministered  economicallv  or  otherwise,  in  just  that  ratio  is  it  able  to  reduce 
this  cost  to  a  minimum.  There  can  be  no  very  appreciable  enhancement  of 
mortality,  no  very  noteworthy  diminution  of  the  value  of  the  money  accumula- 
tions, to  fright  the  souls  of  underwriters  into  extorting  high  rates  for  security's 
sake.  This  loading  of  rates  to  feed  a  fallacious  notion  as  to  needed  security  on 
the  one  baud,  or  to  meet  the  lavish  waste  of  regal  establishments  and  reckless 
agencies  on  the  other,  is  no  longer  entitled  to  concealment  or  allowance. 

From  the  9th  page  of  last  January's  Baltimore  UnderwriUr^  we  extract  the 
following: 

"  It  is  not  a  question  of  the  theoretic  value,  or  of  the  correctness  of  the 
assumptions ;  it  is  not  a  question  simplv  of  the  inherent  or  of  the  relative  merit 
of  the  mutual  system ;  not  whether  such  prudently  and  economically  conducted 
companies  as,  ior  example,  the  New  England  Mutual,  the  Connecticut  Mutual, 
or  the  Mutual  Benefit,  have  not  more  than  redeemed  their  promises,  or  more 
than  fulfilled  their  obligations  to  their  policyholders.  Because  the  officers  ot 
these  and  similar  companies  have  been  stemlv  and  rigidly  mindful  of  their  du- 
ties, shall  it  be  said  that  others  are  so  minded  by  reason  of  or  by  virtue  of  the 
system  they  represent  and  advocate  ?  In  the  face  of  the  extravagance  which 
led  to  the  downfall  of  the  Great  Western,  and  of  the  recklessness  which  is 
rapidly  hurling  a  dozen  others  to  the  verge  of  the  cataract,  who  will  dare  to  say 
yea?  The  excess  of  overcalculated  and  heavily  loaded  premiums,  in  all  these 
cases,  instead  of  reverting  to  the  assured  in  the  form  of  surplus  or  dividends, 
has  only  proved  an  irresistible  temptation  to  prodigality  and  waste." 

Vice-President  Sprague,  in  another  portion  of  his  article,  to  which  reference 
has  already  been  noade,  says:  **The  life  insurance  legislation  in  the  United 
States  has  certainly  had  the  effect  of  checking  improvements  there,  for  there 
can  be  no  doubt  that  with  the  high  rates  of  interest  prevailing  there,  and  almost 
certain  to  prevail  for  many  years  to  come,  the  cost  price  ofinsurance  must  be 
fiir  less  than  in  England,  and  the  rates  of  premium  ought  certainly  to  be  re- 
duced." 

Now,  we  believe,  with  the  several  authorities  cited,  that  the  rates  of  premium, 
ordinarily  called  high  premiums,  are  unnecessarily  large,  and  we  believe  too, 
that  where  the  rates  of  premium  are  reduced,  the  rates  of  reserve  should,  other 
protections  beinc^  provided,  fall  with  the  rates,  of  premium.  Any  other  way 
would  be  reasonless  and  oppressive. 

That  money  will  certainly  be  made  to  earn  them  six  per  cent,  the  stock  com- 
panies, as  has  been  stated,  have  entire  and  thorough  confidence.  In  assurance 
of  their  belief,  and  of  the  feet  that  a  six  per  cent  pj^minm  and  a  corresponding 
reserve  are  high  enough,  they  pledge  their  patrons  and  the  several  insurance 
departments  in  their  behalf. 

1st.  The  close^  careful  supervision  of  their  business,  and  the  prudence  in  its 
management  which  capital  naturally  insists  upon,  together  with  the  moral  and 
business  character  and  reputation  of  their  officers  and  managers  selected  by 
them. 

2d.  The  whole  of  their  paid-in  capital  and  its  accumulations  from  investments 
ordinarily  greater  than  six  per  cent  per  annum. 

3(1.  M  Sie  premiums  received,  and  their  accumulations,  also  greater  usually 
than  six  per  cent,  less  death  claims  and  expenses,  and 
4th.  All  profits  from  lapses,  forfeitures,  surrenders  and  margins. 
There  seems  to  be  a  mistaken  notion  that  if  by  any  unforeseen  and  mysteri- 
ous cause  the  rate  of  interest  should  fall,  the  habilities  of  the  life  companies 
would  be  at  once  precipitated  upon  them  and  they  be  held  to  their  instant  pay- 
ment. This  idea  is  so  far  from  correct  that  not  only  would  such  a  fall  find  their 
maturing  liabilities  spread  over  many  years  in  the  future,  but  it  would  find  their 
assets  safely  invested  at  the  former  rate,  and  many  of  them  for  a  Ions  period  01 
time;  so  that  even  a  permanent  depreciation  of  one  per  cent  would  affect  the 
income  of  the  companies  much  more  slightly  than  would  at  first  appear,  and  that 
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too,  even  though  the  companies  did  not  advance  their  rates  for  a  profit,  as  they 
undoubtedljr  would.  In  this  view  of  the  case  the  possible  contingency  of  harm 
to  their  pohcyholders  from  the  reduction  of  the  reserve  required  of  stock  com- 
panies is  seen  to  be  really  so  remote  as  to  be  absolutely  inappreciable.  Their 
investments  are  as  secure  as  human  prudence  can  make  them — as  s  Je,  it  is  con- 
fidently submitted,  as  they  would  be  were  they  deposited  for  the  same  period 
of  time  in  the  best  organized  and  conducted  savings  banks.  American  life  com- 
panies have  been  in  operation  for  more  than  a  quarter  of  a  century.  During  all 
that  time  they  have  never  been  surprised  by  their  experienced  mortality  exceed- 
ing that  upon  which  their  premiums  were  based,  nor  been  disappointed  in  not 
realizing  more  than  six  per  cent  per  annum  on  their  actual  investments. 

If  the  rate  of  interest  should  fall  largely,  and  only  five  per  cent  could  be  real- 
ized, we  have  the  assurance  of  one  of  the  best  actuarial  authorities,  concurred 
in  also  by  others,  that  with  an  outstanding  business  equal  to  that  of  the  largest 
American  company,  preml.ims  with  the  customary  margin  over  the  net  rates  at 
six  per  cent,  economy  in  expenses,  and  the  usual  miscellaneous  profits,  there 
would  still  be  sufficient  assets  and  income  to  preserve,  in  the  operations  of  the 
company,  its  whole  capital  absolutely  intact.  The  expenses  of  simply  liquida- 
ting; the  old  business  would  be  very  small,  covered  several-fold  by  the  margin, 
and  independent  of  this,  and  not  considered  by  the  authorities  dted,  the  rates 
for  new  business  would  in  such  case  of  course  be  at  once  increased,  and  an 
immediate  profit  realized  from  that  source. 

The  business  is  no  longer  an  experimental  one.  It  has  in  it  as  it  claims  to 
have,  fewer  and  smaller  dements  of  doubt  than  any  other,  and  unless  it  is  still 
one  of  problems  and  of  hazards,  and  is  really  but  a  venture,  there  is  no  possible 
propriety  in  exacting  other  than  a  six  per  cent  reserve  from  stock  companies 
with  large  capital,  doing  business  on  six  per  cent  rates  of  premium,  and  keep- 
ing their  full  capital,  in  addition  to  a  six  per  cent  reserve,  absolutely  untouched 
by  dividends,  losses  or  expenditures. 

In  concluding  this  whole  matter,  and  as  fully  covering  it,  we  have  the  plea* 
sure  of  pesenting  communications  firom  Messrs.  Wright,  Homans  and  Fackler, 
who  will  be  recognized  as  among  the  most  eminent  of  American  actuaries.  The 
letters  of  the  two  former  were  received  in  response  to  inquiries  addressed  to 
them  with  reference  to  legislation  at  that  time  pending  in  the  senate  of  Penn- 
sylvania. The  measure  wiich  thejr  approved  had  been  by  amendment  incor- 
porated into  a  bill  without  a  dissenting  vote,  and  failed  of  becoming  a  law  only 
because  the  bill  itself  miscarried  for  reasons  foreign  to  the  amendment. 

We  believe  the  plan  then  proposed  an  eminently  safe  one,  but  are  far  from 
thinking  it  the  only  safe  one  practicable.  It  has  been  suggested  latterly  that 
the  desired  end  could  be  attained  by  establishing  a  scale  of  premiums,  below 
which  companies  should  not  be  permitted  to  write,  clearl]^  denning  and  limiting 
in  them,  tne  mortality,  interest  and  loading,  and  reauiring  of  the  companies 
reserves  proportionate  to  the  premiums  charged.  To  this  we  see  no  objection, 
and  we  ask  nothing  for  one  company  which  we  would  not  have  granted  to 
another  of  like  character.  We  give  Mr.  Romans'  letter,  first,  becaiise  it  embo- 
dies the  amendment  to  which  Mr.  Wright  refers  without  recital  or  description. 


No.  137  Broadway,  New  York,  February  18M,  1871. 

Clarence  H.  Clark,  Esq.,  President  National  Life  Insurance  Company, 
Philadelphia, 
Dear  Sir  : — I  have  your  favors  of  15th  and  i6th  instant,  covering  draft  of 
proposed  amendment  to  the  present  statutorjr  laws  of  different  states,  which 
provide  for  the  ascertainment  of  the  liabihties  of  life  insurance  companies, 
technically  called  the  ''reserves. "  By  this  amendment,  if  enacted  into  law, 
the  reserves  for  non-participating  policies  issued  by  stock  companies  having  a 
capital,  lull  paid  in  cash,  of  not  less  than  one  million  dollars,  shall  be  estima- 
ted and  determined  upon  bases  of  not  more  than  six  per  cent  interest  per  annum , 
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^  ttie  mortality  indicated  by  the  "American  experience  "  or  the  **  actuaries* " 
Wes.  Provision  is  made  that  no  dividends  shall  be  paid  to  stockholders, 
wiless  the  company  is  in  possession  of  the  full  reserve  so  determined,  exclusive 
of  the  capital  stock;  and  also,  that  in  case  said  capital  stock  shall  become  im- 
paired to  the  extent  of  twenty-five  per  cent,  the  company  shall  cease  to  transact 
new  business  in  the  state  until  the  deficiency  shall  have  been  made  good. 

My  opinion  is  asked  by  you  whether  the  enactment  of  such  an  amendment  to 
the  general  laws  of  the  states  would  afford  ample  protection  to  the  policyhold- 
ers m  stock  companies — ^would  be  just  to  such  companies,  ana  would  be 
important  and  valuable  to  the  general  interests  of  the  public  ? 

As  to  the  first  point,  1  am  unhesitatingly  of  opinion  that  the  assumptions  of 
six  per  cent  interest  and  either  the  "American  experience"  or  ''actuaries*  " 
tables  of  mortality  as  a  standard  of  net  values  for  non-participatine  policies  in 
stock  companies,  especially  when  guaranteed  by  a  paid-up  capital  of  one  mil- 
lion dollars,  afibrds  ample  protection  to  policyholders.  Tnis  test  of  values  is 
not  so  much  a  dependence  upon  these  particular  assi^mptions  for  the  fixture,  as 
it  is  evidence  that  the  requisite  portion  of  the  net  premiums  paid  by  policyholders, 
has  actually  been  laid  aside  and  accumulated  at  the  rate  ot  interest  named,  and 
s  in  possession  by  the  company.  It  seems  only  reasonable  if  capitalists  are 
iwilling,  as  a  guarantee  of  the  integrity  of  their  contract,  to  risk  their  money  and 
reputation,  upon  which  policyholders  place  reliance  when  effecting  assurances, 
that  evidence  of  having  strictly  observed  the  conditions  of  the  contract,  (0  any 
givmdate,  should  be  sufficient.  The  rates  of  premium  for  non-participBtiug 
policies  must  necessarily  be  less  than  those  charged  by  mutual  companies. 
Hence,  if  in  such  cases  a  valuation  at  four  per  cent  interest  be  insisted,  on  the 
capital  will  be  impaired,  for  the  first  few  years  at  least,  which  would  subject  the 
company  to  unjust  and  injurious  imputations.  The  four  ]>er  cent  standard 
applied  to  stock  companies  is  unnecessarily  severe,  and  if  persisted  in  must 
tend  either  to  increase  the  rates  for  such  insurance  or  to  the  abandonment  of 
business  on  this  plan  altogether. 

For  these  reasons  I  cordially  approve  the  proposed  amendment  as  affording 
ample  security  to  policyholders  in  stock  companies,  as  being  an  act  of  simple 
justice  to  this  class  ot  companies,  and  as  tending  to  promote  and  foster  the 
interests  of  those  persons  who  seek  to  make  provision  for  their  families  by 
ejecting  insurance  at  low  rates  of  premium  on  the  non-participating  plan. 

Very  respectfiUly  yours, 
Sheppard  HoMANS,  Consulting  Acttwry, 


Boston^  February  21,  1871. 

^  H.  Clark,  Esq.,  President  National  Life  Insurance  Company: 

You  ask  my  opinion  of  the  sufficiency  of  a  six  per  cent  reserve,  to  be  enforced 
by  law,  according  to  the  enclosed  plan,  as  a  protection  to  the  policyholder.  I 
give  it  my  unqualified  endorsement  for  several  reasons : 

(I.)  As  it  is  little  less  than  certain  that  money  will  earn  more  than  six  per 
cent  per  annum,  for  some  ages  to  come,  with  an  ample  capital  staked  on  the 
careful  selection  of  risks,  the  safety  of  investments^  and  the  economy  of  expen- 
ditures, a  six  per  cent  reserve,  on  rates  that  exceed  the  net  at  six  per  cent, 
must  be  ample  for  the  security  of  the  policyholders. 

(2.)  In  view  of  the  tendency  which  mutual  companies  have  shown  to  exact 
large  premiums  without  making,  on  account  of  extravagant  expenses,  a  cor- 
respondingly large  return  of  surplus,  it  is  important  to  have  safe  stock  compa* 
mcs  chargui^g  lower  rates. 

(3O  While  it  is  highly  proper  (for  another  reason  than  that  so  high  a 
l^dard  is  required  for  safety),  to  require  mutual  companies  charging  loaded 
™  per  cent  premiums  to  reserve  at  four  per  cent  the  same  standard  applied 
«>  stock  companies  with  low  premiums,  is  unnecessarily  discouraging.    Tnough 
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no  means  precludes  profit,  it  obliges  the  stockholder  to  wait  many  years 
,  and  in  the  meantime  the  company  must  almost  inevitably  incur  the  unjust 
lamaging  imputation  of  having  its  capital  impaired.  It  does  not  occur  to 
»  suggest  any  plan  which  would  better  secure  at  the  same  time  safety  to 
olicyholder  and  justice  to  the  company  in  this  respect,  than  the  enclosed 
Hrhich  you  have  submitted  to  my  criticism. 

With  great  respect,  I  am  very  truly  yours, 

Elizur  Wright. 


New  York,  May  2,  1871. 
ENCE  H.  Clark,  Esq.,  President  National  Life  Insurance  Company, 
AR  Sir  : — Yours  of  the  29th  ultimo  at  hand,  asking  iry  opinion  regarding 
proposed  insurance  legislation.  As  you  well  know,  I  think  it  undesira- 
at  low-rate  non-participating  insurance  should  be  virtually  suppressed,  by 
requiring  reserves  therefor  larger  than  can  be  saved  out  of  the  small  pre- 
s  paid.  A  company  with  a  paid-up  capital  of  $500,000,  receiving  premiums 
re  in  all  cases  more  than  twenty  (20)  per  cent  above  the  net  rate  by  the 
T  cent  actuaries'  table,  should  not  be  required  to  hold  a  higher  reserve 
that  table  demands,  for  it  is  pretty  certain  that  money  can  be  safely  loaned 
IT  six  per  cent,  during  this  generation  at  least,  and,  if  in  the  future  inter- 
Lould  steadily  decline,  the  reserves  can  then  be  gradually  increased  by 
ling  rates  of  interest  somewhat  lower  than  six  per  cent,  which  will  fully 
le  for  the  safety  of  the  insured. 

c  competition  of  stock  companies  will,  I  think,  have  a  wholesome  tendency 
;ck  extravagant  management  in  the  **  mutuals, "  whose  larger  premiums 
empt  them  mto  unnecessary  expenditures,  unless  restrained  by  the  fear 
favorable  comparison  with  their  rivals. 

Very  truly,  yours, 
(Signed),  D.  P.  Fackler,  Consulting  Actuary* 

nay  be  asked  perhaps,  why,  if  stock  companies  are  allowed  to  reserve  at 
;r  cent,  mutual  companies  should  not  have  the  same  privilege  ?  This  is 
'  not  a  question  for  our  consideration  except  from  this  fact,  that  it  mav  be 
d  inferentially  that  the  stock  companies  snould  not  be  permitted  to  have 
is  not  allowed  the  high  premium  companies,  to  wit :  a  reserve  lower  than 
ind  a  half  per  cent.  We  say  then,  for  argument's  sake,  that  the  high 
ium  mutual  companies  should  not  be  permitted  to  reserve  at  a  six  per  cent 
and  for  several  reasons.  Those  companies  do  not  ask  a  lower  reserve, 
bat  too  because  they  do  not  need  it.  Their  premiums  are  abundant  to 
e  them  to  make  a  four  or  four  and  a  half  per  cent  reserve.  The  poliq^- 
rs  paid  for  this  high  reserve ;  and  the  spirit  of  the  contract  with  their 
'holders  demands  that  a  high  reserve  should  be  made.  Little  security 
than  a  high  reserve  is  offered  by  them,  as  they  have  little  or  no  capital 
;  and  if  tnejr  are  not  compelled  to  fulfil  the  contract  in  respect  to  the 
i^e,  it  is  not  impossible  that  that  portion  of  the  premium  which  was  paid 
for  may  be  used  in  extravagant  expenditures.  The  obligations  of  a 
ail  company  are  greater  than  Siose  of^  a  stock  company.  The  former  is 
illy  under  obligations  to  make  dividends  to  its  policyholders,  and  these 
nlv  be  made  when  the  company  is  required  to  retain  from  expenditure  and 
i  for  earnings,  so  much  money  of  tne  premiums  paid  to  them  as  shall 
e  the  company  to  respond  to  its  obligations. 

lity  among  policyholders  in  a  mutual  company  is  best  attained,  too,  by  a 
reserve. 

thout  considering  the  question  further  we  would  offer  the  letters  of  If  on. 
r  Wright,  bearing  date  March  2,  and  Mr.  Sheppard  Homans,  of  March  4^ 
which  cover  it  very  fully  and  satisfactorily. 
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39  State  Street,     ) 
"     •  2, 1871.  i 


Boston,  March  2, 
C  H.  Dark,  Esq.,  President  Natumal  Life  Insurance  Company^ 

Dear  Sir  : — For  mutual  companies  charging  the  usual  premiums,  obviously 
a  lower  standard  of  reserve  than  four  per  cent  would  leave  open  too  wide  an 
opportunity  for  extravagant  expenditure.  With  moderate  expenses  and  consid- 
erably lower  premiums,  it  is  quite  practicable  for  them  to  maintain  a  four  per 
cent  reserve,  so  that  a  law  requiring  it  cannot  be  complained  of  as  a  hardship. 

If  we  could  divide  the  policyholders  in  any  mutual  company,  into  two  equal 
dasses,  in  one  of  which  everv  member  should  be  made  sure  mat  he  would  not 
die  till  an  the  members  of  tne  other  class  were  dead,  no  member  of  this  long- 
lived  class  would  retain  a  policy  unless  some  abatement  of  premium  op^guaran- 
tee  of  dividend  should  be  made  in  his  favor.  Now,  if  all  the  members  are  to 
remain  in  the  company,  it  is  certain,  whether  any  one  knows  to  which  class 
he  belongs  or  not,  that  one-half  will  die  before  the  other  half.  It  is  equally 
certain  t£ait  making  the  reserve  at  four  per  cent  will  be  more  (or  the  advantage 
of  the  class  that  die  last,  than  makine  it  at  any  higher  rate  of  interest.  It  is 
true  this  advantage  will  be  somewhat  (but,  on  account  of  the  effect  of  compound 
interest,  not  to  the  same  extent)  at  the  expense  of  the  class  that  will  oie  (or 
leave  the  company)  first.  But  it  must  be  remembered  that  the  half  that  die 
first  alwajTS  get  a  benefit,  counting  the  value  of  being  insured  while  they  live  as 
veil  as  the  indemnity  when  they  die,  greater  than  its  price.  Hence,  as  a  mat- 
ter of  equity  between  two  equal  and  actually  existing,  though  undistinguisha- 
bledasses  of  policyholders,  a  higher  is  always  preferable  to  a  lower  standard  of 
reserve.  Inaeed«  on  the  score  oi  equity  between  the  members  of  a  mutual  hfe 
insurance  company  no  dividend  should  ever  be  paid,  but,  each  policy  being 
charged  with  its  proper  share  of  the  necessary  expenses  and  death  claims,  the 
vbole  residue  of  the  premium  should  be  reserved  and  accumulated  to  reduce 
the  company's  amount  at  risk,  till  the  reserve  eauals  the  face  of  the  policy,  when 
it  should  be  paid  as  an  endowment,  if  not  allowed  to  remain  at  mterest  as  a 
trust  Hence,  whenever  the  legislature — ^whatever  the  premiums  may  be — 
reduces  the  reserve  to  be  maintained  by  a  mutual  company,  so  that  policyhold- 
ers may  realize  dividends  sooner,  it  impairs  the  equity  between  the  members 
without,  on  the  whole,  at  all  diminishing  the  cost  of  insurance. 

Very  truly  yours,  Elizur  Wright. 

New  York,  137  Broadway,  \ 
March  4//!,  1871.  S 

Curence  H.  Clark,  Esq.,  President  Natumal  Life  Insurance  Company^ 

Dear  Sir  : — I  am  in  receipt  of  your  favor  of  the  28th  ultimo,  in  which  you 
desire  my  opinion  upon  certain  points,  which  I  shall  endeavor  to  give  in  detail. 
As  is  weU  known,  non-participating  rates  of  premium,  in  order  to  be  accept- 
able, must  be  lower  than  tnose  of  mutual  companies  by  a  difference  approxima- 
ting, somewhat,  the  dividends  which  may  be  expected  from  the  latter — ^in  other 
WQ^ds,  these  premiums  must  be  based  upon  a  rate  of  interest  nearly  as  high  as 
that  which  may  be  derived  from  first  class  securities.  Those  persons  who  insure 
at  knr  rates  of  premiums  do  so  upon  the  security  afforded  by  the  paid-up  capi- 
tak  pledged  to  the  integrity  of  the  contracts,  and  the  character  of  tne  managers 
of  tms  cuss  of  conipanies.  It  seems  unreasonable  that  government  should 
requre  more,  in  such  cases,  than  evidence  of  the  proper  fulfilment  of  contracts, 
and  the  proper  provision  for  liabilities,  at  any  given  date,  as  determined  upon 
the  same  btuses  of  interest  and  mortality  as  those  upon  which  the  stockholders 
risk  their  money  and  character,  and  the  policyholders  accepted  their  insuran- 
ces, viz-:  in  your  case  the  American  experience  rates-  of  mortality,  and  six  per 
cent  interest.  This  is  precisely  what  you  will  give  to  the  state  if  the  proposed 
amendment  is  enacted  into  law.  The  test  of  solvency  required  by  law  snould 
be  as  lil)eral  as  is  consistent  with  safety ;  otherwise  the  business  will  be  uime- 
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trammeled.  While  nothing  can  be  predicated  with  certainty  as  to 
of  interest  in  the  future,  yet  the  probabilities  are  altogether  in  favor  of 
'  rather  than  a  lower  rate  of  interest  than  six  per  cent  upon  first-class 
s  for  many  years  to  come.  The  necessity  of  capital  to  develop  the 
s  of  the  west  and  south,  and  for  the  introduction  and  employment  of 
ry,  stimulated  by  new  inventions,  all  point  in  this  direction,  while  it  is 
iwn  that  managers  of  large  corporations  have  freauent  and  favorable 
lities  of  investment  not  possessed  by  persons  of  smaller  means.  More> 
e  adoption  of  a  liberal  standard  of  valuation  by  the  state  does  not  . 
the  managers  of  stock  companies  to  reserve  upon  the  same  basis  ;  on 
rary,  they  will  be  quick  to  aetect  any  signs  of  a  reduction  in  the  rate  of 
while  ordinary  prudence,  and  a  due  regard  to  the  pecuniary  interests 
ockholders,  will  show  the  necessity  of  a  margin  for  contingencies.  The 
irests  of  the  stockholders  will  be  conserved  by  the  adoption  of  a  more 
tandard  of  valuation  than  that  which,  under  a  sound  and  enlightened 
should  be  required  by  the  state.  All  these  facts  must  be  patent  to  you, 
ention  them  at  your  request.  There  is  a  manifest  propriety,  it  seems  to 
t  the  state  should  exact  reserves  for  liabilities  from  life  insurance  com- 
ipon  the  same  bases  of  interest  and  mortality  as  those  on  which  the 
as  are  determined.  Security  is  the  paramount  consideration.  This 
is  afforded  in  the  mutual  companies  by  the  adoption  of  premiums  and 
i  based  upon  rates  of  interest  and  mortality  more  unfavorably  than  are 
>  be  experienced  during  the  probable  lifetime  of  the  youngest  policy- 

But  in  a  stock  company  the  security  is  afforded  by  the  large  paid-up 
>ledged  as  a  guarantee  for  the  fulfilment  of  the  contracts  as  well  as  upon 
racter  of  the  managers  and  stockholders.  By  the  equitable  distribution 
us  in  the  one  case,  and  the  adoption  of  premiums  as  low  as  is  consistent 
fety  in  the  other,  with  honest  and  economical  management  in  both,  life 
ce  will  be  an  unalloyed  benefit  to  the  community, 
e,  then,  are  some  of  the  reasons  which  govern  me  in  the  opinion  that 
[>mpanies,  charging  low  rates  of  premium,  with  a  large  paid-up  capital, 
be  permitted  to  reserve  at  a  higher  rate  of  interest  than  mutual  compa- 
arming  higher  premiums. 

3uite  true,  with  a  business  as  large  as  that  of  our  largest  American  com- 
he  capital  stock  of  your  company  would  not  be  sufficient  to  provide  for 
dency  caused  b^  a  reduction  of  one  per  cent  in  the  rate  of  interest  in  the 
ion  of  your  liabilities.  But  your  premiums  have  a  margin  over  the  net 
six  per  cent,  which,  with  economy  in  expenses,  and  the  miscellaneous 
would,  in  my  opinion,  be  sufficient  in  all  probability,  to  preserve  the 
intact  in  such  a  contingency.  In  fact,  with  prudence  and  forethought 
[ding  a  reasonable  margin  for  unfavorable  contingencies,  the  chance  of 
ng  upon  your  capital  is  extremely  remote,  and,  in  my  opinion,  will  be 
1  with  each  year's  experience  and  growth  of  business, 
ting  that  my  replies  will  cover,  satisfactorily,  all  the  points  mentioned  in 
ter,  I  remain  Very  respectfully,  yours, 

Sheppard  Homans,  Consulting  Actuary. 


leem  it  appropriate,  in  conclusion,  to  recapitulate  some  of  the  points  we 

iscussed,  ana  to  ask  of  the  committee  their  careful  consideration. 

are: 

That  the  public  good  is  promoted  through  the  pledge  of  large  capital,  by 

>prietors  of  a  company  to  its  policyholders,  that  their  conduct  of  its 

s  shall  be  honest,  wise  and  economical,  and  all  the  contracts  of  the  com- 

ithfully  executed. 

The  public  seeking  insurance  should  have  the  privilege  of  obtaining  it  at 

lal  value,  without  the  necessity,  except  at  their  pleasure,  of  pajdng  pre- 

confessedly  greater  than  such  value,  and  for  pecuniary  profit  becoming 

ners  in  a  busmess  which  they  can  with  difficulty  undertake  to  direct. 
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3<i.  The  premiums  of  all  companies,  stock  and  mutual,  consist  of  three  ele- 
ments. Of  these,  two  are  practically  the  same.  In  the  other — the  reserve-— 
lies  the  substantial  difference  between  low  premiums  or  those  of  stock  com- 
panies, and  high  premiums  or  those  of  mutual  companies. 

4th.  This  reserve  is  that  portion  of  the  annual  premium  which,  invested  at 
compound  interest,  will  amount  to  the  face  of  the  policy  at  its  anticipated  cer- 
tain maturity ;  and  with  the  amount  of  the  policy  fixed,  it  is  evident  that  the 
amount  of  the  reserve  will  depend  upon  the  rate  per  cent  per  annum  which 
money  is  expected  to  earn. 

5ih.  The  rate  of  interest  on  the  reserve  required  in  the  several  states  was 
adopted  from  that  in  the  rates  of  premium  which  had  been  employed  by 
American  insurance  companies,  and  which  were  themselves  borrowed  from  the 
rates  of  Companies  in  England,  where  money  earns  but  moderate  returns.  As 
the  early  American  companies  were  without  capital,  and  there  were  in  this 
country  no  determined  rates  of  mortality,  it  seemed  to  life  companies  prudent 
to  employ  premiums  based  on  low  rates  of  money,  and  to  state  legislatures,  but 
just  to  require  of  the  companies  the  reserve  for  which  their  policyholders  paid. 
6th.  The  premiums  of  stock  companies  are  low,  because  they  are  based  upon 
interest  at  six  per  cent.  Twelve  dollars  and  sixty  cents,  paid  annually,  with 
interest  at  the  rate  of  six  per  cent  per  annum,  wdl  amount  to  one  thousand 
dollars  in  thirty  years.  It  only  four  per  cent  is  earned,  the  annual  payment,  to 
amount  to  that  sum  in  the  same  time,  must  be  seventeen  dollars  and  eighty 
cents.  The  stock  companies  receive  premiums  based  upon  six  per  cent  interest, 
and  it  b  therefore  unreasonable  ana  unjust  to  require  of  them  a  four  per  cent 
reserve.  This  reserve  cannot  be  maintained  without  technical  impairment  of 
capital,  which  it  is  wrong  and  injurious  to  the  companies  to  comj>el.  The  pre- 
miums paid  and  the  reserve  additional  to  the  capital  which  is  set  aside,  should 
be  reciprocal.  In  the  very  nature  of  the  case  with  the  capital  intact,  the 
reserve  cannot  be  larger  than  that  for  which  pavment  is  made. 

7th.  It  would  be  monstrous  injustice  to  the  policyholders  of  a  stock  company 
to  exact  of  them  a  four  per  cent  premium,  with  which  to  meet  the  requirements 
of  a  four  per  cent  reserve;  and  on  the  other  hand,  capital  cannot  be  persuaded 
to  give  its  strength  and  support  to  life  companies  if  it  must  be  unnecessarily 
employed  in  amounts  so  gigantic  as  to  be  entirely  disproportionate  to  the 
business  transacted. 

8th.  The  business  is  no  longer  an  experimental  one.  It  has  in  it  fewer  and 
smaller  elements  of  doubt  than  any  other,  and  there  is  no  possible  propriety  in 
exacting  a  four  or  four  and  a  half  per  cent  reserve  from  stock  companies  with 
large  capital,  doing  business  on  six  per  cent  rates  of  premium,  keeping  their 
full  capital  in  addition  to  their  reserve,  absolutely  untouched  by  dividends, 
losses  or  expenditures  ' 

9th.  The  rates  of  interest  which  have  prevailed  throughout  the  United  States, 
every  year  for  several  generations,  and  ever  since  their  early  settlement,  have 
averaged  on  bond  and  mortgage  at  least  seven  per  cent  per  annum,  and  there 
is  probably  not  now  a  life  company  in  the  country  making  like  loans  at  a  less 
rate,  cither  directly  or  by  purchase. 

loth.  The  rates  of  interest  realized  by  the  oldest  and  most  thoroughly  estab- 
lished and  largest  life  companies  in  this  country,  during  all  their  experience, 
have,  up  to  the  present  time,  averaged  not  less  than  seven  per  cent,  some  of 
them  more. 

nth.  The  rates  of  interest  fixed  by  law  in  the  thirteen  original  states  of  the 
republic  were  in  no  instance  less  than  six  per  cent,  and  were  sometimes 
greater.  There  has  never  been  a  reduction  of  this  rate,  but  at  different  times 
and  in  various  ways,  in  several  instances  the  rates  have  been  increased. 

12th.  The  calls  for  money  for  the  advancement  of  agriculture,  manufactures, 
railroads,  banks  and  other  interests  and  joint  stock  companies  of  recent  origin 
and  development,  are  increasing  rather  than  subsiding,  and  the  rates  of 
interest,  it  is  believed,  are  tending  to  increase  rather  than  to  diminish.  (See 
John  Stuart  Mill,  and  other  writers  on  Political  Economy.) 
13th.  Illinois,  Indiana  and  Michigan  are  as  old  now  as  many  of  the  eastern 
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i  were  at  the  time  their  rates  were  fixed  at  six  per  cent,  and  yet  the  pre 
g  and  every  day  jate  in  them  is  ten  per  cent.  Beyond  the  Mississippi, 
egal  rates  are  larger  still,  and  in  Minnesota,  one  of  the  safest  and  most 
y  states  in  the  country,  twelve  per  cent  is  legalized,  and  obtains  upon  the 
security  within  its  limits.  The  time  during  which  the  country  is  to  grow 
ligh  interest  prevail,  is  indicated  by  the  fact  that  its  middle  line,  north  and 
,  crosses  the  Union  Pacific  railroad  far  west  of  the  Missouri  river  and 
of  Minnesota. 

h.  The  influences  at  work  in  this  country  to  sustain  the  present  rates  of 
rst,  and  really  to  increase  them,  are  very  many,  and  reference  touching 
,  and  probable  future  rates  is  confidently  made  to  all  business  men  and 
cal  economists  who  have  siven  any  attention  whatever  to  this  subject 
Tticle  in  **  7A^  iVa/ww,"  of  April  27th,  by  Hon.  David  A.  Wells,  late 
d  commissioner  of  United  States  revenue,  entitled  *'The  Prospective 
of  Interest  throughout  the  United  States  for  the  next  Quarter  of  a 
iry,"  is  especially  worthy  of  examination.  Governor  Jewell,  of  Con- 
:ut,  in  his  recent  message  to  the  legislature  of  that  state,  savs : 
desire  to  call  the  attention  of  the  general  assembly  to  the  ract  that,  while 
;gal  rate  of  interest  is  but  six  per  cent,  very  little  money  is,  in  fact,  loaned 
It  rate,  except  from  the  school  fund.  Millions  of  dollars  annually  leave 
tate  (Connecticut),  not  so  much  for  a  higher  market  as  for  a  market  where 
tier  rate  is  legalized.  Such  a  state  of  things  appears  to  be  detrimental  to 
est  interests." 

h.  That  the  modification  asked  for  is  in  harmony  with  the  public  interests, 
ust  to  companies,  both  stock  and  mutual,  is  further  attested  by  many  of 
rominent  actuaries  of  the  country,  including  Hon.  Elizur  Wright,  of  Mas- 
setts,  and  Mr.  Sheppard  Homans  and  Mr.  D.  P.  Fackler,  both  of  New- 
,  whose  letters  of  unqualified  approval  have  already  been  given.  It  is, 
fore,  respectfully  requested  of  you,  that  by  your  report  and  recommenda- 
you  shall  secure  from  the  convention  whose  committee  you  are,  such 

I  as  shall  contribute  to  the  legislation  desired. 

d  here  we  repeat  what  we  have  elsewhere  stated,  that  we  do  not  ask  for 

and  that  only  which  is  contemplated  in  Mr.  Homans'  letter  of  February 

Although  we  believed,  and  still  do  believe,  that  reasonable  objection 

3t  be  made  to  it.    We  shall  be  satisfied  if  the  committee  shall  recommend, 

II  companies,  reserves  exactly  responsive  to  their  premi\ims,  with  such 
itions  and  provisions  in  reference  to  loadings  as  shall  seem  to  them 
isary  for  the  security  of  the  policyholders. 
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FROM   E.    W.    PEET,    SECRETARY    OF   THE  NATIONAL    LIFE 
INSURANCE   COMPANY   OF  THE    UNITED    STATES. 

Tf  the  Committee  of  the  National  Insurance  Convention,  Aavin^  in  charge 
the  rate  of  mortality  and  rate  of  interest  for  the  calculation  of  premiums^ 
net  valuation,  &^c. 

The  questions  submitted  for  consideration,  and  upon  which  my  opinion  as 
actuary  IS  asked,  seem  to  be  embraced  under  the  three  heads : 

1.  The  proper  table  or  tables  of  mortality  to  be  adopted  by  the  various  states 
ka  cakmlating  the  present  value  or  reserve  of  life  insurance  policies. 

2.  The  proper  rate  of  interest  to  be  assumed  in  making  such  calculations. 

3.  The  proper  basis  for  determining  the  surrender  value  of  policies. 
first^it  is  generally  conceded  that  either  the  American  experience  table  of 

mortality,  or  the  combmed  experience,  is  sufficiently  correct  and  perfectly  safe. 
The  actuaries*  table,  probably,  is  more  perfectly  graduated,  but  it  does  not  con- 
ibrm  to  the  experience  among  American  insur^  lives  so  nearly  as  does  the 
Aaterican  table.  So  far  as  the  statistics  of  American  companies  have  been 
compiled,  they  seem  rather  to  verify  the  correctness  of  the  American'  table. 
For  this  reason,  and,  too,  irom  national  pride,  in  my  opinion  the  American  table 
of  mortality  is  to  be  preferred. 

Second — In  regard  to  the  proper  rate  of  interest  to  be  assumed  in  ascertain- 
ing the  reserve  upon  life  insurance  policies,  it  seems  to  me  there  can  be  no  dif- 
lierence  of  opinion  among  thinking  men.  The  reserve  ought  in  all  cases  to 
fi^ov  the  premium.  Policyholders  should  receive  the  security  for  which 
they  have  paid.  If  a  company  receives  from  its  policyholders  a  premium  pro- 
viding for  a  reserve  based  upon  four  per  cent  interest,  the  spirit,  if  not  the  let- 
ter, of  that  contract  compels  that  company  to  make  a  four  per  cent  reserve.  A 
company  that  receives  a  premium  providing  for  a  four  and  a  half  per  cent 
reserve,  should  be  compelled  by  law  to  fulfil  that  contract,  and  to  make  a  four 
and  a  half  per  cent  reserve.  So,  too,  a  company  charging  a  premium  based  upon 
six  per  cent  interest,  should  be  required  to  fulfil  that  contract  only,  and  make  a 
six  per  cent  reserve  only.  To  give  to  the  policyholder  less  than  a  four  per  cent 
reserve  in  the  one  case,  would  be  giving  to  him  less  than  that  provided  by  him- 
sdf^  and  would  be  practically  violating  the  contract  with  him.  In  the  last  case, 
to  compel  a  company  to  give  to  the  policyholder  who  had  paid  a  premium  based 
apon  six  per  cent,  a  greater  than  a  six  per  cent  reserve,  would  be  compelling 
tie  company  to  give  that  for  which  it  had  never  received  sufficient  compensa- 
tion— to  do  more  than  that  which  was  promised  and  more  than  was  contem- 
plated by  the  policyholder,  and  more  than  was  necessary  to  enable  that  com- 
pany to  fulfil  all  of  its  contracts.  It  is  a  question  worthy  of  consideration 
vhether  or  not  the  policyholders  in  any  company  who  have  paid  a  premium 
b»scd  upon  four  per  cent  interest,  cannot  compel  in  a  court  of  equity  such  com- 
ply to  make  a  four  per  cent  reserve.  It  is  certain  that  no  court  of  law  could 
or  would  compel  a  company  charging  a  premium  based  upon  six  per  cent  to 
make  higher  than  a  six  per  cent  reserve. 

The  answer  to  the  question  why  a  high  premium  company  should  not  be 
permitted  to  reserve  upon  as  low  a  rate  of  interest  as  that  of  low  premium 
companies  is,  that  justice  to  policyholders  forbids.    The  policyholders  in  a 
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company  pay  a  high  premium — a  premium  based  upon  four  per  cent 
t,  because  such  company  has  no  capital,  and  offers  no  guarantee  for  the 
te  fulfilment  of  all  its  contracts,  except  the  high  reserve.  The  policy- 
>  consent  to  pay  this  high  premium  for  the  purpose  of  enabling  the 
ay  to  make  a  high  reserve.  To  guard  against  the  bare  possibility  that 
it,  in  future  generations,  may  fall  as  low  as  four  per  cent,  they  pay  a  high 
im,  and  expect  that  those  who  are  their  servants  or  agents,  the  managers 
company,  will  make  this  reserve  and  provide  this  security,  there  being 
iT  securitv  furnished  them,  and  their  premiums  having  been  paid  ior  this 
e.  The  laws  of  the  states  should  compel  the  managers  of  such  compa- 
do  this  and  permit  them  to  do  nothing  less. 

se  policyholders  paying  a  low  premium — a  premium  based  upon  six  per 
iterest  pay  only  for  a  six  per  cent  reserve.  The  security  afforded  by 
im  accumulations,  or  the  reserve  should  be  based  upon  the  same  rate  of 
t.  They  rely  upon  the  capitalists  to  secure  this  rate  of  interest  and  have 
)ital  as  a  pledge  that  this  mterest  will  be  secured  for  them.  In  the  one 
f  companies — the  Mutuals — the  managers  receive  and  invest  the  money 
policyholders!  If  they  invest  it  at  four  per  cent  interest,  the  policy- 
's' contracts  will  be  fulhlled.  If  they  invest  it  at  a  higher  rate  than  four  per 
he  surplus  interest  over  and  above  four  per  cent  ought  to  be  retumea  to 
Licyholders  in  dividends.  There  is  no  risk  assumed  by  the  managers ; 
s  no  risk  consented  to  by  the  policyholders  except  so  far  as  realizing  fonr 
it  interest  is  a  risk. 

consideration  to  the  policyholders  for  paying  a  high  premium — which 
s  the  company  to  make  a  high  resetvc, — is  that  the  security  of  this  high 
i  shall  be  furnished,  and  that  the  surplus  interest  only  should  be  re- 
.  The  consideration  in  the  other  case  is,  th^t  the  company  should  make 
er  cent  reserve,  and  the  capital  is  the  security  that  such  a  company  will 
that  rate  of  interest  There  is  no  high  reserve  paid  for,  there  should 
le  given.  Insurance  companies  may  be  considered  as  borrowers  of  money 
leir  policyholders  in  the  aggregate.  Those  charging  premiums  based 
our  per  cent  interest,  in  effect  contract  to  return  to  the  insured — in  the 
jate, — the  money  they  have  borrowed,  less  expenses,  and  four  per  cent 
und  interest.  Those  charging  premiums  based  upon  six  per  cent  inter- 
>n tract  to  return  to  the  insured  in  the  aggregate,  the  money  they  have 
^ed  and  six  per  cent  compound  interest.  Both  classes  of  companies,  to 
e,  agree  to  pay  the  same  in  amount,  but  the  one  charging  the  lower  pre- 
pays the  larger  amount  in  proportion  to  the  money  borrowed, 
compel  all  companies  to  make  a  reserve  at  four  per  cent  is  forbidding  any 
urance  company  to  a^r^e  to  pay  to  its  policyholders  more  than  four  per 
iterest.  The  laws  of  most  of  the  states  compel  individuals  to  pay  seven 
It  interest  upon  money.  Why  should  persons  who  loan  their  money  to^ 
urance  companies  be  prohibited  from  receiving,  by  contract,  more  than 
jr  cent  interest  ? 

reserve  is  similar  in  its  nature  to  a  deposit  in  a  savings  bank.  A  mutual 
urance  company,  charging  four  per  cent  premiums,  is  very  similar  to  a 
ary  association  of  individuals  agreeing  to  deposit  $178.30  per  annum,  the 
ions  of  such  deposits  being  that  the  managers  of  the  bank  shall  credit  to 
lember  four  per  cent  interest  on  the  deposit  at  the  end  of  each  year,  and 
to  each  person  all  interest  realized  by  the  bank  over  and  above  four  per 
md  at  the  end  of  thirty  years  pay  to  each  member  $10,000. 
ock  life  insurance  company,  charging  premiums  based  upon  six  per  cent 
mum,  is  very  similar  to  a  savings  bank  that  receives  from  eacn  of  its 
tors  $126.48  per  annum,  carrying  to  the  credit  of  each  depositor,  at  the 
'  each  year,  six  per  cent  interest,  and  dividing  among  the  owners  of  the 
all  interest  realized  over  and  above  six  per  cent,  and  paying  to  each 
tor  at  the  end  of  thirty  years  $10,000.  To  permit  the  managers  of  the 
lank  to  hold,  at  the  end  of  each  year,  as  the  annual  deposit  of  each 
er,  $126.48,  would  be  precisely  of  the  same  nature  as  permitting  a  mutual 
surance  company  charging  a  four  per  cent  premium  to  reserve  upon  a. 
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basis  of  sixpcr  cenL  To  compel  the  stockholders  of  the  second  bank  to  keep 
in  hand  $178.30  per  annum,  instead  of  $126.48,  would  be  of  the  same  nature 
as  compelling  a  stock  company  charging  a  six  per  cent  premium  to  make  a  four 
per  cent  resenre. 

Now,  as  to  the  question  whether  a  life  insurance  company  should  be  permitted 
to  charjre  a  premium  based  upon  six  per  cent  interest.  This  depends  entirely 
upon  whether  it  is  safer  to  assume  that  six  per  cent  interest  can  be  realized  upon 
secure  investments  in  this  country  for  the  next  twenty-five  or  thirty  years. 
Wliether  or  not  this  is  a  safe  assumption,  is  not,  in  my  opinion,  a  question 
exclusively  or  even  mainly  for  the  actuaries  to  determine.  Their  opinions,  upon 
this  subject,  are  not  so  valuable  as  those  of  the  financial  officers  of  the  com- 
panies, or  of  the  business  men  of  the  country.  I  would  refer  the  gentlemen  of 
the  convention  to  the  leading  financiers  of  their  own  states  for  an  opinion  upon 
this  subject  An  argument  proving  that  six  per  cent  interest  is  certain  to  be 
realized  in  the  future,  uid  giving  the  opinions  of  several  leading  financiers  and 
actuaries  upon  the  subject,  and  their  reasons  for  their  belief^  luis  already  been 
read  to  you.  It  is  not  necessary  for  me  to  argue  this  subject  here.  It  can 
safely  be  left  to  the  judgment  of  the  business  men  of  the  community.  I  think 
it  can  safely  be  said  that  no  gentleman  here  present  anticipates  any  difficulty  in 
investing  at  as  high  a  rate  as  six  per  cent  all  the  funds  he  may  be  able  to 
■ccumulate. 

It  is  not  necessary  to  determine  the  prospective  rate  of  interest  for  more  than 
twenty  or  thirty  years  to  enable  us  to  determine  this  question.  If  it  is  safe  to 
assume  that  for  the  next  twenty  or  thirty  years  six  per  cent  interest  will  be 
f^zed,  it  is  safe  to  permit  life  insurance  companies  to  charge  premiums  based 
Qpon  six  per  cent  interest,  these  premiums  having  the  usual  marein  for  expenses 
»nd  contingencies.  The  experience  of  most  companies  shows  tnat  about  one- 
half  of  the  policies  lapse  within  ten  years  from  the  date  of  their  issue ;  and 
probably  not  more  than  one-quarter  ot  the  policies  issued  in  any  year  will  be 
in  force  at  the  end  of  twenty  years.  If  we  can  determine,  in  advance,  the  rate 
of  interest  which  will  be  realized  for  twenty  years,  and  give  to  the  policyholder 
in  the  premium  charged,  in  advance,  the  benefit  of  an  assumption  which  will 
be  in  accoidance  with  the  realized  facts,  it  will  be  safe  for  the  majority  of  the 
policyholders,  and  it  will  certainly  be  more  advantageous  to  them,  than  to  com- 
pel them  to  pay  the  high  premium  which  is  exacted  to  provide  against  the 
possible  contingency  of  interest  falling  so  low  as  four  per  cent.  And  even  if 
mterest  should  fall,  in  the  distant  future,  below  six  per  cent,  the  premiums 
charged  will  undoubtedly  enable  the  company  to  fulfil  the  contract  with  those 
few  policyholders  who  continue,  as  the  expenses  upon  these  old  policies  being 
very  snudl,  the  excess  of  margin  over  expenses  will  make  up  any  possible 
deiidency. 

The  loading  is  to  provide  not  only  for  expenses,  but  for  all  contingencies, 
including  the  possibility  of  interest  falling  below  that  assumed. 

Companies  are  not  dependent  upon  interest  only.  There  are  other  sources 
of  profit— all  of  which  are  pledged  for  the  fulfilment  of  the  contracts,  and  all  of 
which  can  and  will  be  usea,  if  necessary.  The  profits  from  vitality  aJone  would 
make  up  a  considerable  deficiency  in  interest  shotild  one  arise.  There  are 
profits,  too,  from  loading,  the  margins  upon  the  premiums  being  twenty  per 
cent  over  the  net.  The  experience  of  all  companies  has  proven  that  a  net 
valuation  gives  a  greater  security  than  was  found  necessary ;  that  is,  that  the 
margins  for  expenses  exceeded  the  actual  expenses.  I  would  not  claim  that 
the  present  value  of  the  excess  of  margin  over  probable  expenditures,  in  the 
future  premiums  receivable,  should  be  credited  as  an  asset,  but  it  is  evident  that 
the  profits  from  margins  or  loadings,  as  they  are  realized,  can  be  used  if  neces- 
*^t  to  make  up  any  deficiency  arisine  from  other  sources. 

In  a  stock  company,  in  addition  to  the  profits  from  vitality  and  from  margins, 
the  whole  of  the  capital  and  the  interest  upon  it,  are  pledged  for  the  security  of  • 
the  policyholders — ^tor  the  fulfilment  of  the  contract. 

It  may  be  claimed  that  the  mortality  in  some  one  or  more  years,  in  the 
future,  may  exceed  the  table  rate,  and  that  a  high  resenre  should  have  been 
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made  so  that  the  surplus  interest  over  and  above  four  per  cent  upon  the  total 
reserve,  can  be  used  to  provide  for  the  excessive  mortality  of  those  years,  and 
that  if  only  a  six  per  cent  reserve  had  been  made  and  the  company  realizes  only 
sixper  cent,  there  will  be  no  provision  for  this  excessive  mortality. 

The  stock  companies  reply  to  that,  that  the  profits  from  vitality  during  the 
early  years  of  the  company  will  not  be  divided,  but  will  be  held  as  undivided 
surplus,  and  will  be  in  the  hands  of  the  company  as  an  extra  reserve  fund,  to 
use  if  necessary,  in  any  year  when  the  mortahty  is  excessive.  On  the  average, 
the  mortality  will  not  exceed  the  table  rate.  The  deficiency  of  one  year  will 
certainly  be  made  up  by  the  surplus  of  some  other  year.  There  is,  besides 
this,  the  capita]  and  the  interest  upon  the  capital  to  carry  the  company  over  any 
particularly  unfortunate  period. 

The  managers  of  the  mutual  companies  argue  that  the  six  per  cent  rate,  with 
the  usual  margin,  that  is— the  rate  charged  by  stock  companies,  is  sufficiently 
high,  for  they  nearly  all  claim  that  their  system  furnishes  insurance  at  a  less 
cost  than  do  the  low  premium  companies.  If  that  is  so,  the  rates  charged  by 
stock  companies  must  be  sufficient.  The  mutual  companies  also  endorse  the 
sufficiency  of  the  six  per  cent  or  stock  rate,  in  that  nearly  all  of  them  issue 
more  or  less  policies  upon  those  rates. 

The  question  resolves  itself  into  this :  Whether  low  premium  or  non-par- 
ticipating companies  should  be  permitted  to  exist ;  whetner  the  life  insurance 
business  should  be  left  to  one  class  of  companies  alone ;  whether  life  insurance 
shall  be  sold  as  other  articles  of  commerce,  or  whether  all  business  of  this  kind 
shall  be  done  by  voluntary  associates,  by  associates  having  no  capital,  but  com- 
pelling the  members  to  contribute  the  capital,  year  by  year,  through  the  high 
premiums  that  they  pay. 

Capitalists  will  not  mvest  in  this  or  any  other  business  unless  there  is  some 
hope  of  profit.  The  profits  will  be  so  long  deferred  if  a  four  or  a  four  and  a 
half  per  cent  reserve  is  required  of  the  low  premium  companies,  that  capital- 
ists, accustomed  as  they  are  to  receive  quick  returns,  will  not  invest  their  funds 
in  this  business.  Therefore,  establishing  a  reserve  upon  a  higher  rate  of  inter- 
est than  that  upon  which  the  premiums  are  based,  will  effectually  prevent 
stock  companies  with  capital  from  being  established. 

The  history  of  the  life  insurance  business  in  Europe,  as  well  as  in  America, 
shows  that  integrity  of  character  and  financial  ability  are  needed  in  this  busi- 
ness. How  can  these  qualities  be  secured  more  effectively  than  by  permitting 
capital  to  engage  in  it  ?  It  is  for  the  interest  of  the  people  that  low  premium 
stock  companies,  rendered  secure  by  capital  paid  in,  should  be  permitted  to 
exist  and  should  be  encouraged.  Such  companies  will  have  a  tendency  to 
restrain  and  to  render  more  careful  and  efficient  the  managers  of  those  com- 
panies that  receive  from  the  holders  of  their  policies  the  high  premiums.  Ex- 
travagance in  management,  carelessness  in  the  selection  of  risks,  and  financial 
incompetency,  will  be  materially  lessened  if  the  mutual  companies  are  subjected 
to  the  rivalry  of  companies  doings  business  upon  the  low  premium,  stock  plan — 
and  consequently  a  more  valuable  insurance  will  be  furmshed,  and  at  cneaper 
rates,  even  by  these  mutual  companies,  than  would  otherwise  be  the  case.  The 
practice  of  accumulating  and  reporting  to  departments  imrealized,  intangible 
and  useless  assets,  is  engendered  by  the  mutual  system.  The  stock  companies 
receive  nothing  but  cash,  report  nothing  but  wnat  is  valuable  and  available 
among  their  assets — and,  too,  they  report  as  their  liabilities,  the  same  as  do  the 
companies  of  the  other  system,  although  those  companies  in  reality  have  liabili- 
ties for  dividends  which  me  stock  companies  do  not  have. 

If  life  insurance  could  be  sold  for  a  uniform  price  by  all  companies,  and  a 
uniform  compensation  allowed  for  the  procurement  of  business,  then  in  this,  as 
in  any  other  business,  energy,  business  capacity  and  capital  would  secure  the 
greater  results  and  produce  the  greater  profits.  Unfortunately  it  is  too  often 
the  case  that  those  qualities,  directly  opposite  to  those  which  we  esteem  in  any 
other  business,  meet  with  the  greatest  temporary  success  in  this. 

The  following  extract  from  the  *•  Journal  of  the  InsfituU  of  Actuariesy*^ 
considered  the  most  approved  authority  in  the  world  upon  questions  relating  to 
life  insurance,  endorse  a  rate  of  premium  and  reserve  based  upon  actual  facts : 
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'^e  are  ourselves  very  much  disposed  to  think  that  the  Americans  would  do 
well  to  diminish  the  importance  of  this  perplexing  bonus  question ,  by  more 
nearly  approximating  in  their  tables  of  rates  and  modes  of  valuation,  to  obvi- 
ous racts.  Bonuses,  we  are  convinced,  have  worked  a  moral  mischief  by  with- 
drawing the  attention  of  the  assured  from  the  safety  of  his  office,  on  which  it 
should  be  chiefly  fixed,  and  concentrating  it  on  the  accident  of  eain. 

"It  is  a  q[uestion  worthy  of  some  thought  how  much  the  larger  marginal 
addition  to  the  premium  known  to  be  sufficient,  has  tended  to  degrade  the  con- 
duct of  insurance  business.  With  loaded  premiums,  an  unscrupulous  actuary 
may  play  as  a  gambler  plays  with  loaded  dice.  Much  of  the  extravagance,  the 
easy  admission  of  lives,  the  imprudenl  investments,  to  which  companies  have 
owed  their  decay  or  fall,  we  beueve  to  have  been  due  to  the  knowleage  that  the 
premium  demanded  was  £u-  more  than  that  required  for  the  rislH  We  are 
mclined  to  think  that  nothing  would  purify  and  benefit  the  cause  of  assurance  so 
much  as  a  weU  considered  reduction  of  the  premiums.  B^  circumscribing  the 
area  of  chance,  the  arts  of  prudence  and  caution  would  succeed  the  contrivances 
of  reckless  ambition." 

Premiums  of  American  companies  and  rules  for  valuation,  are  based  upon 
observations  of  American  lives, — ^why  should  they  not  be  based  upon  the  Amer- 
kan  rate  of  interest  ? 

The  third  question  for  consideration,  is  that  of  the  proper  basis  for  surrender 
indues.  The  difficulties  and  mysteries  in  this,  as  in  many  other  practical  ques- 
tions arising  in  this  business,  vanish  before  the  common  sense  plans  and 
definite  contracts  of  stock  companies.  The  policyholder  has  made  a  definite 
contract  to  pay  a  certain  sum  of  money  per  annum — ^and  the  company  has  made 
a  definite  contract  to  pay  a  fixed  amount  at  death,  or  at  the  maturity  of  the 
policy — and  to  pay  that  only.  (There  is  no  obligation  expressed  or  implied  to 
make  any  dividend  to,  or  add  anything  to  the  policy.)  if  the  policyholder  is 
unwilling  or  unable  to  fulfil  the  contract,  and  wisnes  to  be  releasea  from  his 
engagement,  it  is  a  rule  oi  business  that  he  should  pay  the  other  contracting 
party  the  value  of  that  contract : — that  is,  that  the  party  who  proposes  to  fulfil 
the  agreement,  shall  not  sufier  any  loss.  The  value  of  tne  contract  to  pay,  or  of 
the  policy,  is  easily  determined.  From  this,  which  is  that  given  up  by  the 
policyholder — subtract  the  present  value  of  the  future  gross  premiums  receiva 
Die — or,  that  which  is  given  up  by  the  company.  In  ascertaining  the  present 
value  of  the  future  gross  premiums  receivaole,  there  should  be  assumed  as  the 
future  rate  of  interest  that  which  has  been  realized  by  the  company,  in  the  past 
as  the  future  mortality,  the  average  rate  of  mortality  already  realized,  and  that 
the  same  percentage  of  the  gross  premiums  will  be  consumed  in  expenses,  as 
thcgenerad  ratio  ofexpenses  Dy  the  company. 

The  proper  cash  surrender  value,  therefore,  in  a  stock  company,  is  the  differ- 
ence between  the  net  present  value  of  the  policy,  and  the  present  value  of  the 
gross  future  premiums  receivable,  assuming  for  future  interest,  mortality  and 
expenses,  the  same  which  has  been  experienced  in  the  past.  I  will  not  attempt 
to  express  any  opinion  upon  the  proper  rule  for  the  surrender  value  in  a  mutual 
or  hi^h  premium  companv. 

It  IS  but  just  to  myseu  to  state  that  this  argument,  made  without  previous 
notice,  and  with  no  time  for  thought  or  study,  is  not  intended  to  be  scientific 
or  professional  in  its  character.  I  have  endeavored  to  present  to  you  an  appeal 
on  behalf  of  the  stock  companies  for  a  low  reserve.  On  account  of  my  omcial 
position,  my  remarks  may  be  considered  as  partisan  in  their  character — but  I 
believe  that  the  positions  are  well  taken,  and  that  what  we  ask  is  jost,  equiUble, 
right,  and  in  accordance  with  public  policy. 
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REMARKS  BY  D.  P.  FACKLER,  ESQ.,  BEFORE  THE  COMMITTEE 
ON  VALUATIONS. 

I  came  here  'withoat  any  line  of  remark  marked  out,  but  since  hearing  my 
predecessor,  I  ma^  as  well  begin  by  speaking  of  the  mortality  table  to  be  used. 
As  remarked  by  bun  it  is  a  matter  of  only  secondary  importance,  although  one 
not  to  be  disregarded. 

The  differences  between  rates  and  valuations  on  the  American  experience 
table,  and  the  same  on  the  actuaries'  are  quite  trifling — about  as  mucn  as  the 
variations  that  would  be  due  to  a  difference  of  one-quarter  of  one  per  cent  in 
the  rate  of  interest 

I  think  that  the  American  experience  table  is  a  better  index  of  the  mortality 
of  American  companies  than  the  actuaries',  and  should  be  very  glad  to  see  it 
adopted. 

It  should,  however,  I  think,  be  better  graduated  so  as  to  correspond  to  its 
author's  original  ideas.  If  it  were  made  on  a  basis  of  ten  millions  of  lives  in- 
stead of  one  hundred  thousand,  the  eraduation  would  be  perfect.  As  it  is  now 
it  is  quite  irregular.  There  are  such  differences  in  the  successive  results  ob- 
tained from  it  that  one  is  often  led  to  think  that  he  has  made  some  considerable 
error.  I  have  thus  often  gone  all  over  my  work  thinking  I  must  have  made 
some  fundamental  mistake,  finding,  however,  that  everything  was  correct. 
The  actuaries'  uble  is  so  well  grs^uated  that  you  can  always  judge  of  the 
correctness  of  calculations  by  the  regularitv  in  the  successive  differences. 

A  table  for  state  purposes  ought  to  oe  periectlv  graduated  so  that  the 
numerous  tables  based  on  it  would  be  susceptible  ot  check  by  the  method  of 
differences.     (See  the  annexed  Table. ) 

As  to  the  rate  of  interest  to  be  assumed,  I  give  ail  deference  to  the  opinion  of 
men  of  experience  with  regard  to  the  use  of  money,  but  I  am  strongly  of  the 
impression  that  stock  companies  might  be  valued  properly  on  a  six  per  cent 
basis,  keeping  in  view,  however,  that  this  should  not  be  a  permanent  basis — 
that  it  is  only  adopted  for  the  present,  and  that  in  case  of  rates  of  interest  fall- 
mg,  the  rate  of  valuation  must  also  be  lowered.  I  think  that  this  plan  could 
be  safely  carried  out ;  interest  would  not  fall  suddenly,  but  very  gradually,  and 
from  the  gains  that  the  companies  would  make  from  the  lapse  of  policies,  the 
margins  of  premiums,  and  the  low  mortality,  they  could  easily  reserve  enough 
to  meet  a  higher  reserve  based  on  a  lower  rate  of  interest.  A  six  per  cent 
valuation  at  £e  start  might  be  raised  in  five  or  ten  years  to  a  five  and  three - 
quarters  per  cent  valuation,  and  so  on  in  time  to  a  nve,  and  even  a  four  per 
cent  valuation.  In  the  meantime  the  companies  would  be  changing  their  rates 
for  new  business,  so  that  the  reserve  would  only  have  to  be  increased  on  the 
old,  which  would  be  constantly  diminishing. 

I  agree  entirely  with  my  predecessor  that  net  valuation  is  not  a  test  of  sol- 
vency. It  is  merely  a  proof  that  the  money  of  the  policyholder  has  not  been 
misspent,  that  only  the  marnn  has  been  used  for  expenses,  that    the  net 

Sremiimi  has  been  applied  to  Uie  creation  of  a  reserve  fund  and  the  payment  of 
taih  losses,  and  that  only. 

In  case  a  company  is  found  not  to  possess  that  net  reserve,  I  would  not  then 
be  in  favor  of  having  it  wound  up ;  it  may  still  be  perfectly  solvent,  and  valu- 
ations might  be  made  somewhat  on  the  plan  suggested  by  my  predecessor,  with 
the  proviso  that  no  policy  must  be  considered  as  an  asset.  If  m  the  case  of  any 
policy  the  present  value  of  the  insurance  is  more  than  offset  by  the  present 
value  of  the  premiums,  the  value  of  that  policy  must  be  considerea  as  nothing, 
and  no  credu  must  be  taken  by  the  company  for  the  balance  in  its  favor.  In 
that  way  a  comi>any  will  not  lose  anything  when  policies  are  dropped. 

If,  however,  in  valuing  policies  you  were  to  count  in  as  assets  mese  policies 
on  which  the  value  of  the  future  premiums  dxceeded  the  value  of  the  insurance, 
then  by  the  dropping  of  those  policies  the  company  would  lose  what  it  had 
coonted  as  an  asset. 
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GRADUATION  OF  THE  AMERICAN  EXPERIENCE 
(She  Mr.  Fackler's  Remarks.) 


lo 
II 
12 
13 
14 

li 
\l 

19 

20 
21 
22 
23 
24 

29 

30 
31 
32 
33 
34 

11 

IS 

39 

40 
41 
42 
43 
44 

49 

50 
51 
Si. 


BeautifuUr 
Graduated  Rate 
of  Mortality  of 
the  Table  when 
starting  with 
zo,ooo,ooo  per- 
sons,  at  Age  10. 


1^ 


7-491 
7.517 
7.545 
7.573 
7.601 

I'X 

7.694 

?:^ 

7.810 
7.854 
7.902 

8.066 
8.128 

8.342 
8.424 
8.609 
8.827 

9!o88 
9.240 
9.406 
9.589 

9.789 
10.008 
10.249 
10.519 
10.823 
11.166 

".557 
12.003 

12.515 
13.104 

13.776 

m 


Irregular  Rate 
of  Mortalitv  as 
in  the  New- 
York  State  Ta- 
ble,  starting 
with  100,000  at 
Age  10. 


.026 
.028 
.028 
.028 
.029 
.03] 
.033 
.035 
.039 

.042 
.044 
.048 
.051 
.055 
.058 
.062 
.067 
.071 
.076 

.082 
.089 
.096 
.104 
.114 
.124 
.137 
.152 
.166 
.183 

.200 
.219 
Ml 
.270 
.304 
.343 
.391 
.446 
.512 


.672 
.761 
.851 


^i 


7.490 
7.516 
7.542 
7.56? 
7.596 

'jk 

7.688 
7.726 
7.765 

7.804 

7.855 
7.906 

7.958 
8.01 1 
8.064 
8.130 
8.196 
8.264 
8.344 

8.426 
8.510 
8.607 

8.830 
8.946 
9.088 

9.234 
9.408 
9.586 


252 

829 
163 
562 
000 

106 


13.781 
14.541 
15.389 


II 


.026 
.026 
.027 
.027 
.037 
.027 
.028 
.038 
.039 

.039 
.051 
.051 
.052 
.053 
.053 
.066 
.066 
.068 
.080 

.082 
.084 
.097 
.110 
.113 
.116 
.142 
.146 
.174 
.178 

.208 
.214 
.244 
.265 
.312 
.334 
.399 
.438 
.509 
.597 

.675 
.760 

.848 


Beautifully  Graduated 
Rate  of  Mortality  of 
the  Table,  when  start- 
ing with  zo,ooo,ooo 
persons  at  Age    zo. 


16.338 
17.397 

19.884 
21.333 
22.937 
24.715 

26.691 
28.878 
31.286 
33.942 
36.879 
40.124 

43.703 
47.651 
51.999 
56.773 

61.996 
67.659 

73.730 
80.193 

87.oio 
94.366 
102.323 
1 1 1.074 
120.817 
131.752 

144.446 
158.629 
174.338 
191.571 
211.372 

235.627 
265.675 

395.883 

454.133 
533.333 
632.911 
732.601 
869.565 

I.OOO.OOO 


I 


.950 
1.059 
1.178 
1.309 
1.449 
1.604 
1.778 

1.976 
2.187 
2.408 
2.656 
2.937 
3.245 
3.579 
3.948 
4.348 
4.774 

5.223 
5.663 
6.071 
6.463 
6.847 
7.:«6 
7.957 
8.751 
9.743 
10.935 

12.694 
14.183 
15.709 
17.233 
19.801 
24i^ 
30.048 
37.264 
43  922 
49.022 

58.250 
79.200 
99.578 
99.690 
136.964 
130.435 


Irregi 
Morta 
N.  Y. 
stsutui 
at  Agi 


16. 
19.1 

21.. 
22.1 
24. 

26. 
28. 
31. 

40. 

43. 
47.1 

56- 
61. 

67. 

g: 
87. 
94. 
102. 
III. 
120. 
131. 

144. 
158. 

174. 
191. 
211. 

235. 
265. 

303. 
340. 
395. 

454. 
532. 
634. 
734. 
857. 

I.OOO. 


*This  is  the  Rate  of  Mortality  on  which 
to  be  based.  tThe  irregularities  in  this 
deriired  from  the  New-Yoric  State  Table,  a 


Mr.  Homans  wished  the  American  Ei 
column,  lead  to  similar  irregularitie 
8  previously  stated. 
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BY  J.  F.  ENTZ,  ACTUARY  OF  THE  NEW  YORK  LIFE  INSUR- 
ANCE AND  TRUST  COMPANY. 

WHAT   18    THE  PROPER  RESERVE   IN  A    MUTUAL  COMPANY  ? 

A  contract  of  insurance  between  a  companj  and  a  polio/holder  enti- 
tled to  a  participation  in  the  profits,  embraces  two  conditions. 

One  is  to  paj  his  heirs  in  case  of  his  death,  a  certain  sum,  and,  if  it  it 
an  endowment  insurance  policy,  to  himself  if  he  sunrivet  a  stipulated 
terra. 

The  other  is  to  return  him  an  equitable  share  of  the  surplus  ascer- 
tained from  year  to  year,  and  to  apply  it  either  to  an  increase  of  the  turn 
insured,  to  a  reduction  of  future  premiums,  or  to  a  payment  in  cash. 

For  this  latter  benefit,  the  premiums  are  enhanced  by  a  more  or  less 
extensive  loading,  with  the  understanding  that,  after  having  paid  all 
expenses  and  losses,  the  excess  will  be  returned  in  a  dividend. 

It  is,  therefore,  perfectly  evident,  that  the  reserve  must  be  sufficient  to 
satisfy  both  conditions.  A  company  winding  up,  and  wishing  to  have 
all  the  outstanding  policies  assumed  by  another  company,  must,  conse- 
quently, have  a  sufficient  fund  for  the  continuation  of  this  double 
contract 

A  valuation  by  the  net  premiums,  will  only  show  what  sum  is  required 
to  pay  the  sum  insured  when  added  to  the  premiums  stipulated  at  the 
beginning  of  the  contract,  but  is  no  longer  sufficient  at  the  time  a  transfer 
of  the  obligations  is  to  be  made  to  another  company,  who  would  not 
accept  it  unless  it  received  an  equivalent  for  the  assumed* contract,  which, 
as  before  remarked,  is  the  payment  of  the  sum  insured,  and  also  the 
original  promise  of  a  dividend. 

If  a  life  insurance  company  is  unable  to  furnish  the  required  sum 
demanded  by  another  company  in  assuming  these  two  conditions,  it  is 
virtually  bankrupt  It  becomes,  therefore,  an  imperative  duty  to  pre- 
serve at  all  times,  such  a  fund,  even  when  it  does  not  contemplate  to 
give  up  business,  for  it  owes  it  to  all  the  policyholders  who  are  constantly 
changing,  some  going  out,  and  manjr  new  ones  constantly  coming  in,  to 
Keep  the  accounts  in  perfect  equilibrium  and  to  be  at  all  times  in  a  con- 
dition to  wind  up,  and  to  satisfy  all  liabilities. 

The  only  proper  way  for  a  company  wishing  to  do  perfect  justice  to 
all  its  policyholders,  and  to  keep  a  proper  reserve,  is  to  make  the  valua- 
tion Of  its  policies,  by  the  gross  premiums,  that  is,  to  deduct  from  the 
gross  single  premium  at  the  advanced  age,  the  value  of  the  future  pre- 
miums stipulated  in  the  policy,  thus  separating  the  earned  part  from 
the  sum  which  must  remain  on  deposit  for  the  object  above  mentioned. 
Bj  this  operation,  the  supposed  cost  of  the  insurance  for  the  past  period 
is  found,  and  also  the  loading  which  ought  to  accompany  it,  while  the 
I eserve  contains  the  net  value  increased  by  that  part  of  the  loading  which 
belongs  to  it,  and  is  precisely  what  is  necessary  to  keep  up  the  contract 
with  the  policyholders. 

Strict  regularity  would  require  that  such  a  valuation  should  be  made 
by  the  same  table  of  mortality  and  the  same  rate  of  interest  by  which 
the  rates  have  been  originally  computed,  but  as  a  variety  of  tables  of 
mortality  and  different  rates  of  interest  form  the  basis  of  many  compa- 
nies, while  perhaps    many  others  have  only  copied    those  of  other 
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rompanies,  and  thus  a  variety  of  valuation  tables  would  become 
lecessarjr,  it  would  not  be  entirely  wrong  to  adopt  a  common  standard, 
ike  the  American  experience  table,  at  4^  per  cent,  although,  in  my 
lumble  opinion,  it  is  subject  to  some  severe  criticism  and  to  some 
mprovement. 

So  far,  my  remarks  apply  to  what  should  be  done  by  the  companies 
:hemselves.  A  very  important  question,  and  now  under  consideration 
>f  the  convention,  is  the  best  mode  for  ascertaining  whether  the  compa- 
lies  have  a  sufficient  reserve  fund. 

My  object  is  to  respectfully  oflfer  my  remarks  on  this  most  interesting 
jubject  only,  and  to  call  the  attention  of  the  members  of  the  convention 
o  the  fact,  that  to  test  the  reserves  of  all  the  companies  by  a  valuation 
nade  by  the  insurance  department  on  the  net  premium,  is  entirely 
fallacious. 

It  may  answer  for  contracts  without  participation,  because  it  provides 
>nly  for  the  payment  of  the  sum  insured  and. no  more. 

Stock  companies  undertake  no  other  obligation,  and  if  the  official 
raluation  agrees  nearly  with  the  reported  reserve  it  is  all  right,  and  it 
lerves  as  a  fair  criterion. 

But  for  companies  issuing  policies  on  the  mutual  plan,  the  net  reserve 
lius  ascertained  is  far  from  being  adequate. 

The  policyholder  is  charged  from  25  to  50  per  cent  more,  with  the 
agreement,  that  after  paying  all  expenses,  losses,  etc.,  he  should  derive 
(ome  benefit  from  all  the  profits  arising  from  a  favorable  mortality, 
Tom  good  investments,  and  from  all  other  sources,  and  that  the  surplus 
vould  be  equitably  divided. 

But  if  the  whole  loading  is  merged  into  past  profits,  and  a  proper 
ihare  of  it  does  not  follow  the  reserve,  to  make  it  sufficient  for  the  pay- 
nent  of  not  only  the  claims,  but  also  the  promised  dividend,  the 
rompany  will  never  be  in  a  position  to  fulfill  its  promises. 

Admitting  that  the  valuation  by  net  premiums,  the  only  one  which 
:an  be  adopted  by  an  insurance  department  as  a  common  measure  for 
ill,  is  proper  in  case  of  insurance  without  participation,  the  reserve  thus 
bund  for  policies  on  the  mutual  plan,  should  be  increased  by  a  percent- 
ige  corresponding  with  the  loading  charged  by  each  company,  or  at 
east  as  near  as  possible.  Then  only  will  the  department  be  able  to 
letect  a  discrepancy  between  the  reserve  as  reported  and  the  one  that  it 
>ught  to  have,  and,  if  there  is  a  considerable  difference,  it  will  be  high 
ime  to  undertake  a  closer  investigation. 

I  remain,  most  respectfully,  etc., 

New  York,  May2P,  1871.  J.  F.  Entz, 

Actuary  New  Tork  Life  Insurance  and  Trust  Comfany* 


REMARKS  BY  MR.  E.  W.  BRYANT. 

The  committee  on  valuations  was  addressed  on  several  occasions  by  Mr. 
Edwin  W.  Bryant,  Actuary  of  the  New  York  State  Insurance  Department,  on 
lie  subjects  of  the  functions  proper  to  be  exercised  in  state  supervision  of 
nsnrance  companies ;  the  basts  tor  valuations  of  fire,  marine,  and  accident 
policies ;  the  Table  of  Mortality  most  suitable  for  adoption  in  state  valuations  of 
ife  insurance  policies ;  the  correct  processes  for  valuing  such  policies  when 
ssued  upon  premiums  at  different  rates  of  interest ;  cash  surrender  values,  &&» 
kc  A  formal  statement  of  the  views  presented  by  Mr.  Brvant  will  be  published 
IS  soon  as  the  computations  can  be  made  for  the  tables  illustrating  the  several 
processes  of  valuation  of  life  policies.  H.  S.  O. 
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ORGANIZATION  OF  THE  CONVENTION. 


OFFICERS  FOR  i87i-'72. 

PRESIDENT, 
GEORGE   'W^.   MILLER,  Superintendent  of  Insurance  Department, 

Albany,  New-York. 

VICE-PRESIDENT, 

LLYWELYN  BREESE,  Secretary  of  State, 

Madison,  Wisconsin. 

SECRETARY, 

HENRY  S.  OLCOTT,  Counselor-at-Law. 

7  Bcckman  Street,  New-York. 


BUSINESS  OFFICE  OF  THE  CONVENTION, 

156  AND  158  Broadway.  New-York, 

'  VThere  all  cdmmunications,  of  every  kind  whatsoever,  relating  to 
the  business  of  the  Convention,  should  be  addressed. 


DELEGATES:— OCTOBER  SESSION. 

ALABAMA. 

R.  M.  REYNOLDS Auditor  of  State Montgomery. 

ARKANSAS. 

jAif£S  R.  BERRY Auditor  of  State Little  Rock. 

CALIFORNIA. 

C.  L.   Skeei-S Special  Delegate New  York  City. 

CONNECTICUT. 

George  S.   Miller*.  .  Insurance  Commissioner Hartford. 

*  Mr.    Miller,  of  Connectiait,  imported  by  letter  before  the  opening  of  the  ses- 
sum  tmt  WAS  prostrated  by  sickness,  and  could  not  attend. 
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ILLINOIS. 

William  E.  Harvey.  Actuary  Insurance  Dep't St.  Louis. 

INDIANA. 

J,  W.  Caldwell Deputy  Auditor Indianapolis. 

IOWA. 

)HN  Russell Auditor  of  State Des  Moines. 

KANSAS. 

I.  C.  Webb Superintendent  of  Insurance.  .Topeka. 

KENTUCKY. 

USTAVUS  W.  Smith.. Insurance  Commissioner Frankfbrt. 

LOUISIANA. 

ICHARD  Gaines Special  Delegate New  Orleans. 

MAINE. 

LBERT  W.  Paine Insurance  Commissioner Bangor. 

MARYLAND. 

HAS.  A.  WAlLESt.. .  .Insurance  Commissioner Annapolis. 

MASSACHUSETTS. 

jLius  L.  Clarke*.  ..  Insurance  Commissioner Boston. 

MICHIGAN. 
\.MUEL  H.  Row Commissioner  of  Insurance. . .  Lansing. 

MINNESOTA. 

.  B.  Strait Special  Delegate Shakopee. 

MISSISSIPPI. 

ILTON  E.  Bacon Special  Delegate Okolona. 

MISSOURI. 

UGUSTUS  F.  Harvey. Actuary  Insur'ce  Dep't St.  Louis. 

NEBRASKA. 

)HN  Gillespie Auditor  of  State Lincoln. 

NEVADA.  . 

,  H.  Belknap Governor's  Secretary Carson  City. 

t  Reported  by  letter. 
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NEW  HAMPSHIRE. 

OUVRR  PiLi^BUHY.... Insurance  Commissioner Concord. 

NEW  JERSEY. 

Henily  C.  KELSEY....Secretary  of  State Trenton. 

NEW  YORK. 

Georgk  VT.  Miller... Superintendent  Ins.  Dep't Albany. 

NORTH  CAROLINA. 

W.  H.  FlKCH Special  Delegate Raleigh. 

OHIO. 

J AMSS  V^ILLI AMS Auditor  of  State Columbus. 

PENNSYLVANIA. 

J.  F.  Hartjlanft* Auditor  General Harrisburg. 

RHODE  ISLAND. 

Joel  M.  Spencer Insurance  Commissioner Providence. 

TENNESSEE. 

D.  Parks  Fackler... Special  Delegate New  York. 

VIRGINIA. 

£z>WARD  M.  ALFRlEND.Special  Delegate Richmond. 

WISCONSIN. 

LxYVVBLYN  Breese..  .  .Secretary  of  State Madison. 

DISTRICT  OF  COLUMBIA. 

A.  R.  Shepherd* Vice^Pres.  B'rd  Public  WTcs.  .Washington. 

*  Mr.  Clarke,  of  Massachusetts.  Mr.  Hartnmft.  of  Pennsylrania,  and  Mr. 
Shepherd,  of  the  District  of  Colombia,  being  obliged  to  return  home  before  the 
General  Statute  was  acted  upon,  did  not  participate  in  the  x^pcommendatlon  of 
the  conrendon* 
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EXECUTIVE  COMMITTEE,  1871-2. 

Iiu8  L.  Clarke,  insurance  commissioner,  of  Massachusetts;  G.  W. 
th,  insurance  commissioner,  of  Kentucky;  J.  F.  Hartranft,  auditor 
:ral,  of  Pennsylvania;  Samuel  H.  Row,  commissioner  of  insurance 
[ichigan ;  James  Williams,  auditor  of  state,  of  Ohio. 

STANDING  COMMITTEES. 

V  Preparation  of  Blanks  for  Company  Returns — Messrs.  Kelsej, 
',  Harvey,  and  Williams. 

*  Assets  and  Investments — Messrs.  Paine,  Clarke,  and  Gillespie. 

V  Rate  of  Mortality;  Rate  of  Interest ;  for  the  Calculation  of 
niums  and  Net  Valuation^  and  Surrender- Charge  or  Value  of  Life 
ties;  Re-insurance  Liability  on  Fire  and  Marine  Policies  ;  Uniform 
Agnation  of  different  kinds  of  Policies — Messrs.  Smith,  Pillsburj, 
f^y\  and  Skecls. 

ixatiom^  Deposits^   Fees — Messrs.   Breese,    Spencer,   Caldwell,  and 

m. 

^'vidrndSf  Expenses,  Appointment   of  Attorneys — Messrs.   Harvej, 

y,  Strait,  and  Alfriend. 

iscellaneous  Questions— Messn,  Skeels,  Strait,  Gaines,  and  Russell. 

'gislation — Messrs.  Smith,  Pillsbury,  Hartranft,  Row,  and  Skeels. 

}  revise  the  General  Insurance  Law — Messrs.  Kelsey,  Pillsbury,  and 

?*resident  and  Secretary,  ex  officio, 

JOINT  STATISTICAL  COMMISSION. 

To  PREPARE  THE  NEW  UNITED   STATES   MORTALITY  TaBLE   (AS 
SELECTED   BY  THE   CONVENTION). 

surance  Officials  —  Insurance  commissioner  of  Massachusetts  ; 
rintendent  of  insurance  of  New  York;  superintendent  of  insurance 
[issouri;  insurance  commissioner  of  New  Hampshire;  insurance 
nissioner  of  Kentucky. 

tuaries — Elizur  Wright,  Massachusetts;  Sheppard  Ilomans,  New 
: ;  D.  Parks  Fackler,  New  York;  Edwin  W.  Bryant,  for  Connecticut; 
iam  E.  Harvey,  for  Illinois. 

inagers  of  Life  Companies  —  President  Mutual  Life  insurance 
>any.  New  York;  president  New  England  Mutual  Life  insurance 
>any,  Massachusetts ;  president  Mutual  Benefit  Life  insurance  com- 
',  New  Jersey;  president  Connecticut  Mutual  Life  insurance 
>any,  Connecticut;  president  Penn  Mutual  Life  insurance  company, 
isylvania;  president  Northwestern  Mutual  Life  insurance  ccm- 
',  Wisconsin;  president  National  Life  insurancs  company  of  the 
ed  States. 
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CONSTITUTION. 

Art.  I.— An  Association,  bj  the  name  of  the  National  Insurance 
Convention  of  the  United  States,  is  hcrebj  formed  by  the  officers  having 
charge  of  the  Insurance  departments  of  their  respective  States,  for  the 
purpose  of  consultation  on  matters  pertaining  to  their  general  superin- 
tcndencjr. 

Il.^In  each  State  where  no  such  department  exists,  the  Governor  shall 
have  the  right  to  appoint  any  other  State  officer  as  a  member  of  this 
Convention;  provided,  that  no  member  shall  be  connected  with  anjr 
insurance  company  as  officer,  agent,  or  otherwise. 

III.~The  State  officers  in  charge  of  Insurance  affairs  shall  also  have 
the  right  to  depute  a  person  eligible  under  the  foregoing  rule  to  represent 
them,  in  the  event  of  their  not  being  able  to  be  present  personally  at 
tnjr  meeting. 

IV.— There  shall  be  only  one  member  from  each  State. 

v.— The,  officers  shall  be  a  president,  vice-president,  secretary,  and  an 
executive  committee  of  seven,  of  which  the  president  and  secretary  shall 
be  members  ex  officio;  and  all  shall  be  chosen  by  ballot  at  each  annual 
meetinf^,  and  hold  office  until  others  are  elected. 

VI.— It  shall  be  the  duty  of  the  president  to  preside  at  all  meetings  of 
the  Convention ;  or,  in  case  of  his  absence,  such  duty  shall  devolve 
upon  the  vice-president 

It  shall  be  the  duty  of  the  secretary  to  keep  the  records  of  the 
Convention,  conduct  its  correspondence,  supervise  the  printing  of  its 
proceedings,  and,  generally,  to  attend  to  and  promote  the  interests  of  a 
more  efficient  and  uniform  system  of  governmental  Insurance  supervision 
in  the  United  States.  The  secretary  shall  devote  himself  to  these  matters 
in  the  interim  between  the  annual  sessions  of  the  Convention,  and 
receive  an  annual  salary  to  be  fixed  by  the  executive  committee. 

The  executive  committee  shall  have  the  general  oversight  and  direction 
of  affairs,  and  shall  make  proper  general  arrangements  for  facilitating 
the  work  of  the  Convention ;  and,  in  case  of  a  vacancy  in  the  offices  of 
president  and  vice-president,  shall  elect  a  temporary  president 

VII.— The  annual  meeting  shall  be  held  in  the  city  of  New  York  on 
the  third  Monday  in  October. 

VlII.^The  general  rules  for  the  government  of  the  Association  at  its 
loeetings  shall  be  those  ordinarily  adopted  by  deliberative  assemblies, 
Mid  each  state  and  district  shall  have  one  vote. 

IX.— These  rules  may  be  amended  or  annulled,  and  new  ones  adopted, 
at  any  meeting  of  the  Convention. 
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THE  SECRETARY'S  PREFACE. 


l!C  submitting  the  official  report  of  the  proceedings  at  the 
adjourned  session  of  the  National  Insurance  Convention  of  the 
United  States,  the  secretary  asks  attention  to  a  hasty  review 
of  llie  history  of  that  body.  This  much  is  necessary  for  the 
information  of  the  general  reader,  vvrho  may  not  have  seen 
the  re|)ort  of  the  inaugural  session,  in  May  1S71  ;  while  even 
the  delegates  themselves  may  find  it  profitable  to  recall  the 
circumstances  surrounding  American  insurance  at  that  period, 
as,  by  comparing  them  with  the  facts  hereinafter  recorded, 
they  may  see  how  far  this  important  experiment  at  inter-state 
reciprocity  has  progressed. 

Briefly,  then,  the  National  Convention  was  the  legitimate 
outgrowtli  of  a  condition  of  aflfairs,  as  regards  insurance,  which 
demanded  the  instant  application  of  a  remedy,  with  the  alter- 
native of  irreparable  injury  to  the  greatest  commercial  interest 
of  our  country,  in  case  it  should  not  be  applied.  What  with 
local  greed,  local  prejudices,  the  self-seeking  of  demagogues, 
and  popular  ignorance  of  the  theory  or  practice  of  insurance, 
this  great  specialty  had  become  burdened  with  taxation,  ham- 
pered by  restrictive  legislation,  and  harrassed  by  bureau  regu- 
lations to  such  a  degree  that  the  insurance  companies  were  in 
danger  of  being  compelled  to  abandon  their  laudable  and 
beneficent  work.  Things  were  fast  reaching  the  point  where 
endurance  should  cease  to  be  a  virtue  ;  where  the  underwriters  * 
would  be  forced  to  choose  between  suflTering  their  corporations 
to  become  the  prey  of  greedy  state,  city,  and  town  govern- 
ments, and  the  passive  victims  of  indiscreet,  if  not  actually 
uninformed,  state  officials ;  or,  of  relinquishing  the  business 
upon  which  they  had  expended  so  much  time,  tliought  and 
labor,  and  upon  which  hung  the  hopes  of  so  many  hundred 
thousand  policyholders.  A  glance  at  the  digests  of  the  laws 
relating  to  fire  and  life  insurance  companies,  printed  in  the 
preface  to  the  official  report  of  tlie  May  session,  will  corroborate 
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what  is  here  said,  and  show  the  enormity  of  state  injustice 
to  the  underwriting  class.  The  amended  digests,  published  in 
this  volume,  while  indicating  the  beginning  of  a  better  state  of 
things,  as  the  direct  result  of  the  organization  of  this  National 
Convention,  are  still  calculated  to  arrest  the  attention  of  intelli- 
gent legislators,  and  point  out  the  quarters  where  reform  is 
most  needed. 

To  George  W.  Miller,  superintendent  of   the  New  York 
insurance  department,  is  due  the  credit  of  having  contrived  a 
remedy  for  the  abuses  that  were  so  injuriously  affecting  Amer- 
ican insurance.     On  the  3rd  of  February,  1871,  he  issued,  from 
Albany,  a  circular  to  the  officials  in  charge  of  insurance  in 
other  states,  calling  attention  to  the  existing  condition  of  affairs, 
and  suggesting  that  they  should  n^eet  in  the  city  of  New  York, 
to   exchange   views,   and,    if  possible,  unite  in   such  general 
measures  as  the  exigency  seemed  to  demand.     The  responses  to 
this  call  were  very  generally  favorable,  and,  accordingly,  on  the 
24th  of  May,  the  meeting  occurred  in  this  city,  and  nineteen  of 
the  thirty-seven  states  were  represented.    An  organization  being 
effected,  committees  were  appointed  for  the  consideration  of 
each  of  the  principal  features  of  state  insurance  supervision,  the 
Convention  was  addressed  by  representatives  of  the  Chamber 
of  Commerce,  and  the  life,  fire,  marine,  and  accident  insur- 
ance interests,  each  of  whom  pointed  out  the  disabilities  under 
which  their  branches  respectively  labored,  and  suggested  the 
nature  of  the  remedy  desired. 

The  Convention  sat  ten  days,  agreeing :  to  adopt  a  uniform 
blank ;  to  require  no  deposits  from  fire,  and  but  one  deposit  of 
a  life  company  as  a  guarantee  to  its  policyholders,  and  that  to 
be  made  in  the  state  where  organized,  and  to  be  for  the  benefil 
of  all  policyholders,  and  not  of  that  state  alone  ;  and  to  require 
but  one  agent  to  be  designated  in  each  state  to  receive  service 
of  process.  The  other  questions  were  deemed  too  importani 
to  be  decided  upon  without  mature  thought  and  careful  deliber 
ation,  and  an  adjournment  of  the  Convention  was  therefore  hac 
until  the  iSth  of  October,  with  the  understanding  that  th< 
several  standing  committees  should  then  be  prepared  to  laj 
their  respective  matters  before  the  body  for  debate  and  fina 
action. 

During  the  recess,  a  verbatim  report  of  the  proceedings  a 
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the  May  session  was  widely  circulated,  in  this  country  and 
abroad,  being  placed  in  the  hands  of  the  governor  of  every 
state  and  territory,  on  the  shelves  of  every  state  library,  before 
every  legislative  insurance  committee,  and,  in  the  offices  of  most 
of  the  leading  secular  journals  of  the  country  ;  while  numerous 
circulars,  conveying  information  respecting  the  National  Con- 
vention and  its  work,  were,  from  time  to  time,  issued  to  the 
companies,  and  other  parties  interested.  The  insurance  press, 
while  freely  exercising  its  unquestionable  right  of  criticism, 
cordially  sustained  the  movement,  and  many  of  the  most  power- 
ful daily  joumaU  of  this  and  other  cities  gave  it  encouraging 
support.  As  a  result,  the  attendance  at  the  October  session 
was  much  greater  than  at  the  one  in  May,  no  less  than  thirty 
delegates  at  the  appointed  time  answering  to  the  roll-call  of 
states.  Not  only  were  the  East,  the  Middle  states,  and  the 
West  represented  as  before,  but  also  most  of  the  Southern  states, 
and  certain  of  those  of  the  Far  West  which  had  not  partici* 
pated  in  our  action  in  May.  As  a  matter  of  curiosity,  I  have 
prepared  a  table  showing  the  number  of  miles  travelled  by  each 
delegate  present  at  this  session;  and,  to  prove  the  strict 
economy  which  has  been  aimed  at  throughout,  in  the  matter  of 
expenses,  the  actual  disbursements  for  mileage  are  noted,  in 
comparison  with  the  pay  allowed  by  the  United  States  govern- 
ment to  persons  in  the  public  service : 

A  TABLE 

Skcwitig  the  number  of  miles  traveled  by  the  delegates  to  the  adjourned 
session  of  the  National  Insuranco^onvention,  held  in  the  City  of  New 
York,  October,  1871,  and  the  cost  of  the  same,  as  compared  with  the 
mileage  paid,  by  the  United  States,  to*  members  of  Congress  and 
persons  in  the  military  and  naval  service. 


Name  of  Delegate. 


R.  M.Reynolds 

J.  R.  Berry 

C.L.Skecls» 

Geo.  S.  MiUer...... 

W.  E.Harvey*... V 
W.W.CaldweU.... 

John  Russell 

W.  C.  Webb 

G.W.Snuth 


Residence. 


Montgomery.  Ala. . . 

Little  Rock.  Ark 

San  Francisco,  Cal.. 

Hartford,  Conn 

Springfield.  lU 

Indianapolis.  Ind — 
Des  Moines.  Iowa. . . 

Topeka,  Kan 

Frankfort,  Ky 


Miles. 

Cost  of 
Travel. 

a.asa 

$88.00 

3.300 

nothing. 

6.496 

nothing. 

330 

not  present. 

?:SJ 

80.00 
81.00 

3.q00 
X.746 

135  00 

X07.00 

80.00 

U.  S.  Govt 
Mileage. 


$335.30 

330.00 

649.60 

33.00 


174. 


'Z 


I  b  oompttted  from  the  capital  of  the  State  icpice<mad. 
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Name  of  Delegate. 

Residence. 

Miles. 

Cost  of 
Travc\ 

U.  S.  GoY't 
Mileage. 

^.  Gnines 

New  Orleans,  La — 
Bangor,  Me 

2.974 
946 

^458 

2.690 
2.648 

2.134 

2800 

5.682 

546 

116 

288 

1.028 

'■t 

37a 
2.010 

2.060 
460 

Z30.00 

3200 

nothing. 

75a> 
125.00 
121.50 

80.00 
14600 
402.50 

nothing. 

nothing. 
91.00 
56.00 

nothing. 
1250 

nothing. 
7000 
70.00 

nothing. 

a97f 
9460 

159.80 

2bQ.C0 

364.80 
21340 

280.00 

..  W.  Paine 

.  L.  Clarke 

Boston,  Mass 

Lansing.  Mich 

Sf.  Paiil.  Minn 

Jackson,  Miss 

St.  Louis,  Mo 

Lincoln,  Nrb 

Carson  Ciy,Neb;abt) 

Concord.  N.H 

Trenton,  N.  J 

Albany,  N.Y. 

Raleigh,  N.C 

Columbus,  0 

Harrisburg.  Pa 

Providence,  R.  I 

Nashville.  Tenn 

Richmond.  Va 

Madison,  Wis 

Washington,  D.C... 

.  H.  Row 

[.  B.  S  nat* 

I.  E.  Bacon 

.  F.  Harviy 

.  Gillespie 

;.  H.  Belknap 

K  Pill-buty 

568.ao 
5460 
iz  00 

[.  C.  Kelsey 

r.W.  Mill.r 

/.  H.  Finch 

3880 

103  80 

,  Willinms 

37» 
201.00 

J.  F.  Hariranft 

,  M.  Sp«ncer 

1.  P.  Fackler 

.  M.Alfriend 

].  Breese 

7200 

.  R.  Shepherd 

46.00 

Total  miles 

52.942 

$.2,009.00 

$S.6P3» 

This  meeting  also  lasted  ten  days,  and  was  addressed  by 
ome  of  the  most  distinguished  persons  who  had  given  their 
ttention  to  American  insurance  interests.  The  excellent 
esults  already  attained  from  the  May  session  seemed  to  make 
t  necessary  that  this  purely  voluntary  organization  should  be 
ept  up,  and,  accordingly,  the  constitution  of  a  permanent 
National  Convention  was  adopted,  and  officers  were  elected  for 
he  current  official  year. 

The  first  necessity  pressing  upon  the  Convention  was  evi- 
lently  to  harmonize  the  officiaj  details  of  the  different  state 
uperintendencics,  so  far  as  the  same  were  not  fixed  by  statute. 
This  was  attended  to ;  uniform  blanks  were  agreed  upon  for 
lie  annual  sworn  returns  of  all  classes  of  companies,  and  the 
Iclcgates  agreed  that  they  would  take  from  each  other  their 
eitificates  as  to  the  assets  of  companies,  instead  of  each 
cquiring,  as  heretofore,  special  detailed  returns  from  each 
ompany  to  themselves.  The  next  want  was  to  embody,  if  pos- 
ible,  in  one  outline  draft  of  a  reciprocal  insurance  statute  all 
he  provisions  which  a  proper  regard  for  the  rights  of  the  state, 

»  In  all  cases  the  mileage  is  computed  from  the  capital  of  the  State  repre«ented. 

Not*.— The  comparative  calculations  in  the  above  table  are  made  upon  daU  klndljr 
rni%hid  fir  the  purpose  by  Mr.  Gorham.  >tcn;iary  of  the  U.  S.  Senate;  Wr.  Ordwuy 
rgeant-nt-Vrm<  of  the  House  of  KepresenUtives ;  and  B*vet  Mdj.  Gcn'l  M.C.  Meigs, 
aarter  M*i»tef  Gcn»l  U.  S,  A.  H.  S.  O. 
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its  citizens,  and  the  corporations  might  seem  to  demand ;  re-* 
commending  this  statute  to  all  the  state  legislatures,  through  the 
gorernors,  for  enactment,  in  lieu  of  existing  crude,  partial  or 
onerous  local  laws.  Accordingly,  a  careful  digest  was  prepared 
of  the  laws  of  the  various  states  in  which  the  greater  part  of  the 
business  of  insurance  is  transacted,  from  which,  in  a  tentative 
form,  the  draft  of  such  a  reciprocal  statute  was  made,  and  laid 
before  the  convention.  Copies  were  also  sent  for  criticism  to 
ill  the  companies,  to  lawyers  specially  learned  in  the  laws 
affecting  insurance  business,  to  actuaries,  and  others.  Its 
scleral  provisions  were,  furthermore,  scrutinized  by  a  com- 
mittee on  legislation,  for  that  purpose  appointed,  and  upon 
being  reported  back  by  them  to  the  convention,  were  debated, 
amended,  revised  by  a  special  committee  of  revision,  and 
adopted,  as  given  in  the  revised  draft  which  is  printed  in  the 
Appendix  to  this  volume.  This  statute  was  intended  to 
embody,  and  really  furnishes  in  epitome,  all  the  conclusions 
reached  by  the  National  Convention,  but  something  further  by 
way  of  explanation,  may  not  be  amiss. 

SuflSce  it  to  say,  then,  that  the  delegates  became  fully  con- 
Yinccd  that  most,  if  not  all  of  the  matters  complained  of  by  the 
life,  fire,  and  marine  companies  could  be  remedied  without 
prejudice  to  local  interests ;  that  a  complete  system  of  reci- 
procity, and  mutual  help  and  good  will  could  be  attained 
between  the  insurance  bureaus  of  the  various  states ;  that,  with- 
out in  any  degree  trenching  upon  public  or  private  rights 
unsound  corporations  could  be  suppressed,  the  great  body  of 
policyholders  protected,  all  proper  and  sufficient  revenues 
derived  for  the  state,  and  such  encouragement  given  to  legiti- 
mate undertakings,  as  would  rapidly  extend  the  blessings  of 
insurance  of  life  and  property  to  thousands  who  have  hitherto 
been  deprived  of  the  same,  from  various  causes.  The  uniform 
blanks  adopted  by  them  are  intended  to  compel  companies  to 
show  a  correct  exhibit  of  their  assets  and  liabilities,  and  the 
relative  cost  of  doing  their  business ;  thus  affording  to  every 
intelligent  citizen  the  means  of  judging  for  himself  of  the 
respective  companies  competing  to  his  favor  and  patronage, 
and,  at  the  same  time,  enabling  the  state  official  to  know  when 
the  necessity  for  investigation  of  the  companies  has  arrived, 
and  how  strictly  tliey  are  complying  with  the  law  in  keeping 
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Abundant  assets  on  hand  to  meet  their  obh'gations  at  maturity, 
and  how  judiciously  their  funds  are  being  invested. 

The  reciprocal  statute  prescribes  the  duties  and  powers  of  the 
state  officials ;  the  legal  remedies  proper  for  emergencies ;  the 
safeguards  for  companies  against  dishonest  officials  and  patrons, 
and  for  patrons  against  dishonest  corporations  ;  and  the  proper 
pecuniary  reser\'ations  which  companies  should  make  to  secure 
the  prompt  execution  of  their  contracts ;  but  it  leaves  for  local 
regulation  the  matters  of  revenue  from  taxation,  the  organiza- 
tion and  extinction  of  companies,  the  emoluments  of  state 
supervising  officers,  the  manner  of  organizing  the  state 
bureaus,  and  such  other  details  as  could  not  well  be  provided 
for  in  a  general  statute,  applicable  to  all  sections  of  the  country. 
In  a  word,  it  aims  at  the  enactment,  by  concurrent  action  of  the 
state  sovereignties,  of  a  law  which  should  have  the  scope  of  a 
congressional  statute, — just  *  and  impartial,  protecting  the 
interest  of  the  whole  country,  and  infringing  upon  tlie  interests 
or  rights  of  no  section.  It  is  intended  to  confer  powers  upon 
the  representative  of  the  state  neither  too  despotic  nor  too  cir- 
cumscribed ;  the  theory  of  the  Convention  being,  that  none  but 
intelligent,  and  honest  men  will  be  selected  for  the  responsible 
office  of  insurance  commissioner  in  any  state. 

It  is  not  claimed  that  this  drafl  is  perfect,  that  it  embodies  all 
the  features  that  should  characterize  a  general  insurance 
statute, — in  fact,  the  committee  on  legislation,  in  reporting  it  to 
the  convention,  so  expressly  declared  themselves, — but  it  is  pro- 
bably a  long  step  in  the  right  direction,  and  its  adoption  by  the 
various  legislatures  would  be  of  inestimable  importance  to  the 
insurance  interest.  In  this  connection,  it  is  well  to  say  a  few 
words  of  caution,  as  well  as  encouragement  to  the  intelligent 
and  public-spirited  men  who  have  heartily  sustained  this 
experiment  of  a  national  convention  of  state  insurance  officers : 
of  caution,  that  they  shall  not  unreasonably  expect  too  much  to 
be  accomplished  in  a  short  time ;  of  encouragement,  that  so 
much  has  actually  been  achieved.  The  task  of  getting  thirty- 
seven  different  state  legislatures  to  unite  in  a  grand  and  states- 
manlike effort  for  the  common  good,  forgetting  local  pride  and 
prejudice,  and  unmoved  by  any  spirit  of  pettiness  or  demagog- 
ism,  is  one  of  no  slight  magnitude.  Since  the  governors  of  the 
loyal  states  met,  in  voluntary  council,  at  a  dark  period  of  the 
late  war,  to  mutually  pledge  each  other  to  sustain  the  general 
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government  in  the  prosecution  of  hostilities,  there  has  been  no 
gathering  of  the  character  of  this  one,  of  the  state  officers  of 
insurance.  That  thirt)' officials  from  Maine  to  Nevada,  from  New 
York  to  Louisiana,  should  have  come  togctlier  without  fee  or  hope 
of  reward,  but  for  the  simple  purpose  of  learning  what  they  could 
of  the  great  interest  they  were  charged  to  supervise,  and  mutu- 
ally agree  to  do  what  they  could  to  promote  its  advancement, 
is  one  of  the  most  remarkable  events  in  the  history  of  this 
country.  It  is  impossible  to  believe  that  a  movement  so  begim 
and  so  conducted  should  fail  of  great  results.  Its  issues  may 
not  be  seen  in  a  year,  or  five  years,  but,  little  by  little,  the  silent 
influence  of  this  Convention,  if  not  interrupted,  will  spread, 
until,  in  good  time,  tlie  principle  of  reciprocity  between  the 
states  will  be  recognized  and  practiced  throughout  our  borders. 
How  soon  this  end  will  be  attained  depends  almost  entirely 
upon  the  insurance  companies  themselves.  If  they  can  rise 
above  the  meanness  of  petty  quarrels  and  mutual  recrimina- 
tions, and  unite  their  influence  and  their  brains  in  support  of 
the  Convention,  it  is  likely,  if  we  may  judge  tlie  future  by  the 
brief  past,  that  within  five  years  there  will  be  hardly  a  state 
but  that  will  wipe  from  its  statute-books  all  obnoxious  insurance 
laws.  But  if,  on  the  other  hand,  blinded  to  their  interests,  they 
withold  their  support,  or  give  the  Convention  but  half-hearted 
help,  the  movement  will  fail  of  direct  and  speedy  results,  and 
the  companies  would  neither  deserve  nor  receive  commisera- 
tion. 

This  Convention  niay  be  regarded  severally :  ist.  As  a  school 
of  instruction  to  the  insurance  officers.  2nd.  A  focus  of  influence, 
upon  the  legislatures,  to  induce  them  to  pass  just  and  benignant 
laws;  upon  tlie  companies,  to  discreetl/  and  conservatively 
manage  their  business  afiairs ;  and  upon  the  general  public,  to 
attract  attention  to  the  benefits  resulting  from  the  scheme  of 
insurance.  3rd.  As  an  unpartisan  and  tmprejudiced  body,  under 
whose  auspices  great  reforms  may  be  begun  and  carried  to 
fruition.  That  it  is  the  first  of  these,  the  candid  admission  of 
the  delegates,  as  reported  in  the  two  volumes  now  issued  from 
this  office  attest ;  that  it  is  the  second,  is  seen  in  the  introduction 
of  the  Convention's  general  insurance  statute  in  several  legis- 
latures, and  its  actual  enactment  in  Minnesota,  Maryland  and 
other  states,  wholly  or  in  part ;  that  it  is  the  third,  is  proven  by  tlie 


Digitized  by 


Google 


XVI 

impending  organization  of  the  Joint  Statistical  Commission  to 
compile  a  new  United  States  Mortality  Table,  which,  alone,  will 
make  it  historical.  The  adoption  of  its  uniform  blank,  for  com- 
pany returns,  by  tliirteen  of  the  states,  is  a  result  of  sufficient 
importance  to  repay  all  the  trouble  and  expense  that  the  convo- 
cation of  the  state  officials  has  involved  ;  and  it  is  to  be  hoped 
that,  whoever  may  be  its  officers,  the  Convention  will  continue 
to  enjoy  the  hearty  support  of  every  solvent  company  in  the 
United  States. 

There  is  need  of  watchfulness,  lest  the  business  of  state 
supervision  be  overdone.  The  companies  may  die  of  too  much 
supervision,  as  well  as  of  too  much  legislation.  The  exercise 
of  arbitrary  power  can  usually  be  entrusted  to  veiy  few  men, 
and  it  was  with  this  fact  in  view  that  the  general  statute  for  tlie 
Convention  was  so  framed  as  that,  while  giving  all  proper  latitude 
to  the  insurance  commissioner  to  examine  companies  and  take 
sworn  testimony,  at  the  same  time  to  prevent  him  from  exer- 
cising an  unjust  and  despotic  authority  in  cases  where  there  was 
no  probable  cause.  And  here  it  may  be  well  to  state  the  signifi- 
cant and  humiliating  fact  that  several  of  the  most  considerable  of 
the  life  companies  of  New  York,  alarmed  at  the  possible  lengtlis 
of  despotic  power  to  which  our  legislature  have  seemed  likely  to 
go,  have  procured  for  themselves  charters  in  other  states,  so 
that,  if  the  worst  should  happen,  they  will  be  able  to  withdraw 
from  New  York,  and  continue  business  under  the  protection  of 
less  rapacious  legislatures. 

Our  leading  underwriters  entertain  widely  different  views 
upon  the  subject  of  state  supervision,  some  being  content 
that  tlie  thing  shall  be  unrestricted,  some  protesting 
against  any  governmental  interference  with  private  corpora- 
tions, and  others  favoring  the  centralization  of  power  in  a 
national  insurance  bureau  connected  with  the  federal  govern- 
ment. As  those  of  one  of  the  foremost  underwriters  of  this 
country,  the  views  of  Hon.  George  W.  Savage,  president  of  the 
New  York  Board  of  Fire  Underwriters,  are  entitled  to  respect- 
ful attention.  What  he  thinks  of  the  question  in  point  will  be 
seen  in  the  following  letter : 

New  York,  1872. 
Hbnry  S.  Olcott,  Esq.,  Secretary  National  InsnraHce  CoHVtntion : 

Dear  Sir  :  Permit  me  to  offer  a  few  suggestions  respecting  reforms 
which  should  be  made  in  the  conduct  of  the  insurance  departments  of  the 
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different  states.  Many  of  the  evils  which  afflict  insurance  companies,  aris- 
ing out  of  hasty  and  ill  advised  legislation,  and  the  burdensome  and 
obnoxious  forms  of  statements  required  of  the  companies,  are  to  be 
attributed  to  the  influence  of  the  New  York  Insurance  Department. 
The  example  originally  set  by  New  York,  has  been  followed  more  or 
less  by  all  the  states.  It  was  exceedingly  unfortunate  for  the  insurance 
business  that  the  early  management  of  the  New  York  department  was  not 
diaracterized  by  greater  breadth  of  views,  and  by  a  more  correct  com- 
prehension of  the  objects  to  be  attained  by  the  establishment  of  the 
department  The  object  of  an  insurance  department  is  to  certify  to  the 
public  that  the  institutions  under  its  control  are  sound,  possessed  of  the 
capital,  and  affording  the  security  to  the  insured  which  the  law  creating 
them  contemplated.  The  state  itself  fixes  the  standard  of  security,  and 
when  it  incorporates  a  company  with  a  certain  amount  of  capital, 
and  places  ceruin  restrictions  on  the  conduct  of  its  business,  there  is 
an  obligation  resting  upon  the  company  to  maintain  that  capital,  and 
to  comply  strictly  with  the  regulations  pertaining  to  the  conduct  of  its 
affairs.  The  duty  of  the  superintendent  is  very  simple.  He  is  to 
require  of  the  company  proof  that  they  are  possessed,  at  all  times,  of  the 
capital  required  by  its  charter.  He  is  not  to  be  the  judge  of  the  suffi- 
ciency of  that  capital,  or  the  wif^dom  of  the  legislature  in  granting  tiie 
charter.  The  legihlature  is  the  judge  of  that,  and  if  it  commits  any 
errors  by  granting  charters  which  ought  not  to  have  been  allowed,  the 
people  have  the  power  to  correct  the  evil  through  their  representatives, 
and  from  time  to  time  additional  legislation  maybe  expected  to  remedy 
the  evils  or  mistakes  that  may  have  occurred.  The  superintendent,  as 
before  remarked,  is  required  to  ascertain  whether  the  companies  are  in 
the  pecuniary  condition  that  the  legiblature  demanded  they  should 
maintain;  that  is  to  say,  he  should  see  that  their  capitals  are  unim- 
paired, and  that  they  have  conducted  their  business  within  the  limits 
prescribed  by  law.  Having  done  this,  he  certifies  to  the  public  that 
such  and  ^uch  a  company  has  its  capital  intact,  is  possessed  of  a  fund 
over  and  above  iu  capiul  sufficient  to  meet  all  its  liabilities,  and  that 
it  has  not  assumed  any  ribks  greater  than  the  amount  permitted  by 
law.  His  duty  should  end  then  and  theie,  but  the  superintendents  of 
most  of  the  departments  appear  to  believe  that  the  people  are  not 
capable  of  governing  themselves,  and  that  it  is  the  duty  of  the  g«>vern- 
ment  to  take  care  of  and  protect  them,  and,  acting  on  this  assumption 
they  require  that  the  companies  make  known  to  them  and  the  public 
details  respecting  the  conduct  of  their  business,  which  are  not  necessary 
to  determine  their  financial  standing.  Instead  of  anking  a  few  simple 
questions  necessary  to  elicit  the  strength  and  condition  of  the  company, 
thejr  go  far  beyond  this,  and  exercise  their  ingenuity  in  the  invention  of 
innumerable  questions  touching  the  details  of  their  business.  Q^ies- 
tions  are  asked  as  to  the  amount  of  their  business,  amount  of  premiums, 
amount  of  disbursements  under  different  headK,  commissions  paid,  and 
many  others  which  are  purely  inquisitorial,  impertinent,  and  injurious 
to  the  interest  they  are  bound  to  conserve.    The  plan  inaugurated  by 
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n  York  progresses  in  the  wrong  direction  year  bjr  year,  until  it  hat 
ome  burdensome  and  almost  intolerable.  An  insurance  companj 
ited  in  New  York,  Boston,  Hartford,  or  elsewhere,  with  agencies 
[>ugh  the  different  states  of  the  Union,  is  obliged  to  unfold  and  laj 
e  to  a  curious  public  and  to  its  rivals  in  business  a  thousand  details 
pecting  the  manner  of  conducting  its  business,  which  subserve  no 
>lic  good. 

["he  question  arises  how  this  evil  can  be  remedied,  and  insurance 
»artments  brought  back  to  correct  principles  and  proper  adminit- 
tion  ?  The  remedy  now  growing  in  popularity  is  the  nationalization 
insurance  companies  through  a  national  insurance  law.  While 
npanies  can  hardly  be  blamed  for  looking  to  this  source  for  a  remedj 
their  complaints,  the  necessity  of  resorting  to  the  national  legisla- 
e  for  a  remedy  is  much  to  be  deplored.  Already  centralization  is 
oming  alarmingly  great,  and  our  best  thinkers  regret  the  growing 
ver  of  the  general  government.  Instead  of  concentrating  more 
ver  in  the  hands  of  the  national  administration,  would  it  not  be 
ter  for  the  state  officials  to  rise  above  the  narrow  prejudices  which 
m  to  have  controlled  them  in  insurance  matters,  and,  looking  at  the 
ng  with  broad  and  statesmanlike  views,  bring  about  the  reform  in 
ir  departments  by  common  agreement,  so  as  to  render  a  resort  to  the 
lional  legislature  unnecessary. 

Vho  will  be  the  first  to  set  an  example  in  this  respect?  What  state 
\  the  independence  and  intelligence  to  lead  in  the  reform?  The 
ictacle  of  thirty-seven  independent  sovereign  states  agreeing  upon  a 
iprocity  of  legislation  that  will  be  productive  of  the  general  good, 
^hout  infringing  on  the  rights  of  any  of  these  sovereignties,  would 
a  more  admirable  one  to  present  to  the  future  of  the  world,  than  the 
ifusion,  weakness,  and  impatience  in  the  relinquishment  of  their 
>arate  rights,  and  the  absorption  by  th«  general  government  of  the 
ivers  which  they  now  exercise. 

Yours  respectfully, 

Gborgs  W.  Savage, 
President  of  the  New  Tork  Board  of  Fire  Underwriters. 

Opinion  is  equally  divided  among  life  insurance  officers 
ion  this  subject,  but,  so  far  as  I  have  been  able  to  learn,  the 
oportion  who  favor  the  erection  of  a  federal  bureau  of 
surance  and  the  extinction  of  the  state  departments,  is  com- 
ratively  small.  If  the  National  Convention's  general  law  can 
put  in  force  throughout  the  country,  and  the  insurance  offices 
kept  free  from  partisanship,  I  am  satisfied  that  an  ovcp 
lielming  majority  would  favor  the  retention  of  the  present 
stem ;  but  under  an  opposite  state  of  things^  the  desire  for 
terference  by  the  general  government  would,  after  a  time, 
come  practically  unanimous.    Among  the  letters  that  promi^ 
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nent  insurance  officers  have  written  me,  is  one  uncfer  date  of 
March  19,  1S72,  from  Mr.  Samuel  H.  White,  secretary  of  the 
Charter  Oak  Life  insurance  company,  of  Hartford,  Conn.,  in 
^hich  he  expresses  himself  in  these  strong  terms,  corroborative 
of  Judge  Savage's  views : 

"The  feeling  among  insurance  men  here  is  strong  and  earnest  for  a 
ottional  insurance  law.  Insurance  is  as  much  entitled  to  national 
protection  as  is  banking.  The  magnitude  of  the  interests  involved  is 
greater.  The  necessity  for  freedom  from  annoyance  of  conflicting 
I1W8  is  imperative.  The  largest  liberty  consistent  with  public  safety 
must  be  obtained,  or  the  companies  will  be  placed  in  most  embarrassing 
positions.  I  know  that  some  of  the  large  New  York  companies  have 
not  believed  in  these  views,  but  the  past  year  may  have  shown  them 
the  danger  which  may  arise  if  there  is  much  more  delay  in  framing  a 
oational  law.  One  state  can  fix  the  standard  of  valuation  which  the 
laws  of  all  the  rest  cannot  successfully  combat  ,  If  New  York  or 
Massachusetts  see  fit  to  demand  a  three  per  cent  valuation,  that  test  of 
solvency  must  be  accepted  by  all  the  companies  in  spite  of  different  legis- 
lation in  every  other  state. 

*' Nothing  but  a  national  law  can  properly  .regulate  this  most 
important  matter.  The  fire  companies  may  be  easily  placed  in  a  like 
dilemma  with  the  life  companies,  for  some  principal  state  maj  fix  a 
re-Insurance  rate  utterly  unjust,  but  to  which  a  few  companies  can 
jield,  and  thus  discredit  will  be  thrown  upon  all  others. 

'*But  I  cannot  now  argue  the  matter.  Suffice  it  to  sajr  that  the 
general  judgment  here  is  that  nothing  less  than  a  national  law  is  worth 
working  for." 

On  the  Other  hand,  the  replies  to  my  circular  of  March  18, 
printed  later  on,  seem  to  show  that  elsewhere  than  in  Hartford 
there  is  no  desire  for  the  organization  of  a  federal  bureau  : 

In  the  Preface  to  the  report  of  the  May  session,  statistics 
were  printed  which  showed  that  in  the  eleven  or  twelve  years 
—say  from  1S59  *^  ^^  close  of  1870— tlie  business  of  the 
New  York  Life  insurance  companies  had  increased  from 
about  seventy  millions  ($72,147436)  to  over  a  thousand  millions 
($1,049,235,259),  or  more  than  fifteen  hundred  per  cent.  The 
new  business  of  1871,  alone,  amounted  to  the  enormous  sum  of 
$494,902,970  for  all  the  companies,  while  that  of  a  single  com- 
pany, the  Mutual  Life,  was  $35,361,238  for  the  year,  as  against 
^33*4581217  for  the  previous  year.  But,  impressive  as  these 
results  are,  they  are  small  in  comparison  with  the  possibilities 
of  the  business.  Let  confidence  in  the  stability  of  our  life 
insurance  companies  be  once  established,  and  a  wise,  liberal, 
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and  discriminating  system  of  legislation  prevail,  and  in  18S9  it 
will  be  almost  as  hard  to  find  a  married  man  uninsured,  as  in 
1S49  it  was  to  find  one  holding  a  policy.  If,  however,  the 
appointment  of  insurance  companies  should  be  made  a  reward 
of  partisanship,  or  the  legislatures  attempt  to  make  the  com- 
panies the  sport  of  political  parties,  the  catastrophe  hinted  at  in 
the  preceding  pages  will  come,  and  the  companies  will  then 
have  to  face  the  alternative  of  being  fleeced,  or  of  uniting  their 
power  and  influence  for  the  common  good.  The  possibility  of 
such  a  state  of  things  is  fraught  with  such  dire  consequences,  as 
to  imperatively  demand  that  this  now  most  promising  experi- 
ment of  a  National  Convention  shall  be  sustained  to  the  fullest 
extent,  in  its  infancy,  by  every  well-wisher  to  the  insurance 
interest. 

It  has  been  remarked,  that  the  Convention  has  been  favored  with 
considerable  practical  support  by  the  secular  press ;  but,  never- 
theless, there  is  not  such  general  acquaintance  with  the  funda- 
mental principles  of  the  business  as  is  desirable,  and  much 
injury  has  been  done  at  times,  by  the  ill-considered  strictures 
of  the  editorial  writers.  This  is  not  to  be  wondered  at,  when  we 
consider  how  many  moot  questions  there  are  among  insur- 
ance men  themselves.  As  regards  the  life  companies,  even  the 
rate  of  interest  and  rate  of  mortality  are  not  entirely  agreed 
upon,  while  at  least  one  company  aims  a  blow  at  the  whole 
formula  for  life  contracts,  by  assuming  ability  to  select  the  long- 
lived  from  the  short-lived  risks,  and  thus  to  be  in  a  position  to 
make  great  reductions  of  premiums  for  those  wishing  to  insure 
their  lives ;  and  others  challenge  the  solvency,  or  rather  stability 
of  all  life  companies,  themselves,  perhaps,  included,  by  inau- 
gurating a  system  of  special  deposits  to  cover  registered 
policies.  The  friends  of  this  latter  system  contend,  that,  in 
view  of  the  uncertainties  of  our  national  commercial  life,  the 
custodianship  of  a  company's  funds  by  the  state  affords  the 
best,  if  not  the  only  real,  safeguard  to  the  policyholder  that  his 
expectation  of  future  benefit  will  be  realized.  But  its  oppo- 
nents, on  the  other  hand,  allege  that  this  very  substitution  of  the 
state  for  the  natural  guardians  of  a  private  corporation's  assets, 
is  tantamount  to  a  confession  that  the  direction  is  untrust- 
worthy ;  and  tliat,  if  it  is  proper  in  one  instance  for  the  state  to 
accept  this  tnisteeship,  it  is  proper  to  make  it  obligatory  in  all. 
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It  should  make  no  exceptions,  nor  allow  any  preferred-creditor 
class  to  be  created,  but  take  charge  of  the  funds,  and  guarantee  the 
contracts  not  only  of  all  other  insurance  companies,  but  with  equal 
reason, of  all  companies  whatsoever.  It  is  also  added,  on  the  same 
side  of  the  argument,  that,  in  the  long  run,  private  funds  would 
probably  be  no  safer  in  the  state  strong-boxes,  than  in  private 
hands ;  for,  when  a  real  or  supposed  exigency  seemed  to  warrant 
it,  on  the  theory  Salus  fofuli  suprcma  est  lex^  in  a  debauched 
condition  of  our  political  affairs,  public  morals,  and  civil-service 
system,  the  state  might  go  to  the  length  of  sequestrating  the 
trust  funds  on  deposit,  under  color  of  a  forced  loan,  or  some  other 
plausible  sham.  It  has  been  done  before — instance  the  seques- 
tration of  the  school-fund  by  Rhode  Island,  in  the  so-called 
"  Dorr  War,"  the  misappropriation  of  funds  by  the  Southern 
states  during  the  rebellion,  the  shameful  treatment  of  the 
"  French  Spoliation  "  claimants,  by  Congress — and  trust  funds 
have  been  embezzled  in  numerous  instances ;  and  there  is  no 
reason  to  suppo!>e  that  such  things  may  not  happen  again.  True, 
the  state  of  New  York  now  accepts  bonds  and  mortgages  on 
special  pledge  for  registered  life  policies,  but  it  is  not  impossi- 
ble that  at  some  session  when  an  unusually  corrupt,  unscrupu- 
lous, and  cunning  "  Ring "  is  in  the  ascendency,  they  might 
compel  the  substitution  of  coupon  bonds,  or  other  negotiable 
securities,  for  the  bonds  and  mortgages,  and,  with  the  connivance 
of  a  complaisant  insurance  superintendent,  do  their  sweet  will 
with  the  trust  fund  on  deposit.  Expressing  no  opinion  upon 
this  subject  myself,  I  siniply  say  that  this  question  is  important, 
and  one  of  those  which  have  occasioned  bitter  controversy. 
The  best  interests  of  life  insurance  demand  that  it  shall  have  the 
strictest  attention,  and  a  speedy  solution.  It  was  considered,  in 
the  framing  of  the  general  insurance  statute  for  the  Convention, 
and  the  views  of  the  delegates  are  embodied  in  sections  (^^  67, 
68,  69,  and  70. 

The  question  as  to  what  rate  of  interest  and  mortality  table 
should  be  selected  by  the  states  as  the  oOicial  basis  for  all  life 
insurance  contracts,  has  been  pretty  thoroughly  discussed  in 
the  previous  volume,  as  well  as  in  this.  The  Convention  voted 
for  the  New  York  standard — the  American  Experience  table, 
and  four  and-a  half  per  cent  interest — but  it  is  not  too  late  to 
publish  the  following  interesting  letter  containing  the  views  of 
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one  of  the  first  life-underwriters  of  this  country.  It  should  be 
remarked,  by  way  of  preface,  that  Mr.  Greene  addressed  a 
paper  to  General  Smith's  committee,  at  the  May  session,  which 
would  have  appeared  in  the  official  report,  but  for  circumstan- 
ces beyond  the  compiler's  control.  It  is  to  this  document  that 
reference  is  made  in  the  7th  line.     Mr.  Greene  says : 

Hartford,  January  25,  1872. 

My  Dear  Sir  :  I  was  long  ago  in  receipt  of  a  very  kind  letter  from 
you  which  I  intended  to  answer  directly  and  at  length,  and  addressed 
myself  to  it  more  than  once,  but  I  am  so  situated  that  I  can  rarely  give 
much  time  to  any  but  matters  of  pressing  importance  without  inter- 
ruption, and  at  last  I  am  constrained  to  say  but  a  word,  and  let  the 
matter  go.  ♦♦♦  ****« 

The  points  made,  or  attempted,  were  briefly  these:  i.  Nearly  the 
whole  amount  of  business  now  outstanding  was  procured  on  a  four  per 
cent  basis;  and  the  present  working  machinery  of  life  insurance  is 
almost  wholly  upon  that. 

2.  If  a  higher  rate  is  assumed,  a  lower  one  will  ultimately  have  to  be 
taken,  and  then  the  companies  must  wind  up,  for  the  change  from  a 
higher  to  a  lower  rate  of  interest  would  not  be  accomplished  till  of  so 
great  necessity,  as  probably  to  be  impossible  in  existing  organizations. 
Four  per  cent  gives  a  longer  lease  of  life  and  use  to  the  companies  than 
a  higher  rate  would  do. 

3.  No  rate  is  safe  that  is  not  more  than  safe ;  and  we  should  regard 
the  companies  not  as  institutions  for  this  generation,  or  for  this  cen- 
tury only,  but  for  as  long  a  time  as  our  minds  can  forecast. 

4.  Any  standard  adopted  by  government  should  be  taken  with  a  sole 
view  to  safety;  if  five  per  cent  is  a  safe  rate  for  a  stock  company, 
charging  low  rates  with  a  fixed  capital,  it  is  safer  for  a  mutual  company 
charging  a  higher  rate,  with  a  capital  of  margins  increasing  with  the 
volume  of  business,  and  maintaining  always  a  fixed  proportion  and 
the  amount  of  net  premiums  received,  which,  with  the  stock  company, 
the  larger,  the  amount  of  premiums  received,  the  smaller  the  effect 
of  its  capital  as  a  margin  for  the  premiums. 

The  state  cannot  presume  to  say,  therefore,  that  they — the  stock  com- 
panies— may  resume  at  five,  and  we  at  four,  but  must  let  all  stand  on  an 
equal  basis. 

If  we  all  come  to  the  higher  rate,  it  unlocks  a  vast  amount  of  money 
already  accumulated  and  held  in  reserve,  and  the  effect  of  this  upon 
the  business  would  be  most  disastrous,  in  ways  too  perceptible  to  need 
mention. 

5.  But  the  pith  of  the  matter  lies  in  this :  The  stock  companies  want 
the  standard  fixed  so  that  they  can  compete  with  us,  by  low  rates  and  low 
reserves,  against  high  rates  and  high  reserves.  But  the  rate  of  reserve 
must  be  the  same  for  all.    If  we  come  down  to  a  low  reserve,  we 
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decreiM  our  premium  correspondingly,  and  then  where  are  the  stock 
companies  ? 

The  true  way  for  the  stock  companies  to  proceed  is  to  fix  a  low  rnte, 
adopt  the  same  reserve  as  the  rest,  and  then  take  business  no  faster 
than  Ihejr  can  fulljr  cover  itbjr  their  capital  considered  as  the  margin  of 
premiums.  It  is  useless  for  them  to  look  for  the  same  volume  of  busi- 
ness as  a  mutual  company,  whe«e  capital  increases  with  its  premium 
income.  And  they  have  gone  into  this  fight  with  a  radically  wrong 
conception  of  what  they  ought  to  do,  and  where  their  interest  lies. 

Thanking  you  sincerely  for  your  personal  kindness   in  this  matter, 

and  begging  you  now  to  dismiss  it, 

I  am  yours  very  truly, 

Jacob  L.  Green*. 

The  conservative  views  of  this  intelligent  correspondent 
receive  corroboration  in  the  remarkable  statistical  paper  con- 
tributed to  the  Appendix  of  this  volume  by  Hon.  Alexander 
Dclmar,  late  Director  of  the  Bureau  of  Statistics. 

Among  the  fire  insurance  companies,  there  is  as  sharp  com- 
petition, and  diversity  of  opinion  as  among  any  other  class  of 
business  corporations,  and  it  is  to  be  feared  that  resort  is  at  • 
least  sometimes,  if  rarely,  had  to  the  assistance  of  the 
press  to  redress  grievances  that  might  better  be  settled  in  pri- 
vate. But  a  more  intelligent,  active,  conservative,  and  honor- 
able class  than  the  fire-underwriters  of  this  country,  probably, 
does  not  exist,  anywhere.  The  Chicago  fire,  a  calamity  of  its 
kind  unexampled  in  the  history  of  the  world,  was  faced  by 
these  brave  and  high-minded  men  with  heroic  calmness.  In 
the  presence  of  this  supreme  physical  disaster,  tlieir  courage 
never  faltered,  and  with  ruin  impending  over  their  heads  they 
could  still  have  thought  for  the  sufierings  of  others.  Backed  as 
they  were,  by  the  New  York  insurance  superintendent,  who 
advanced  more  tlian  half-way  to  meet  them  in  the  critical 
moment,  they  were  enabled  to  avert  commercial  panic,  and  to 
pour  into  the  laps  of  the  fire-scourged  Chicagoans  within  the 
space  of  four  months,  the  enormous  sum  of  twenty  million 
dollars.  Yes,  they  are  a  grand  body  of  men,  and  the  country 
owes  them  a  debt  of  gratitude  it  can  scarcely  ever  repay. 
Among  the  questions  agitating  the  fire-underwriters,  are  those 
of  adequate  rates,  re-insurance,  moral-hazard,  brokerage, 
rebate,  and  the  participation  plan,  all  of  which,  if  left  unsettled, 
will  continue  to  make  trouble  hereafter,  as  they  have  hereto- 
fore.   The  Chicago  fire  has  at  least  been  productive  of  one  good 
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jlt,  in  causing  die  re-organization  of  the  National  Board  of 
e-Underwriters,  which  had  previously  been  in  a  radicr 
Squishing  condition.  Sharp  competition  had  well-nigh 
koved  the  last  chance  for  a  profit  to  investors  of  capital  in  fire 
irance  corporations,  the  returns  having  never  for  the  past 
years,  probably,  exceeded  two  to  three  per  cent  per  annum 
stockholders,  exclusive  of  companies'  investments.  When 
Chicago  lesson,  therefore,  was  thundered  at  them,  the 
lerwriters  shrank  back  from  the  financial  gulf  that  yawned 
Dre  them,  and,  in  the  desire  to  re-establish  living  rates  ot 
mium  throughout  the  United  States,  they  concluded  to 
ive  the  National  Board,  and  mutually  bind  themselves  in  a 
jmn  covenant  to  support  its  wise  and  conservative  measures, 
the  sixth  annual  meeting,  held  in  the  city  of  New  York,  on 
17th  of  April  last  past,  Mr.  Henry  A.  Oakley,  the  presi- 
t,  in  his  annual  address,  made  use  of  tlie  following  language 
pecting  the  National  Convention : 

Among  the  notable  events  of  the  past  year,  the  National  Insurance 
vention,  held  in  this  city  in  May  and  October,  1S71,  and  composed 
he  officials  of  the  various  states  of  the  Union,  charged  with  the 
'sight  of  insurance,  deserves  more  than  a  passing  notice.  The 
ortunitj  afforded  by  this  convention  for  a  full  discussion  of  all  the 
iciples  that  should  underlie  state  supervision  was  thoroughlj 
traced  by  the  members,  and  not  only  were  the  general  principles 
jT  considered,  but  the  whole  subject  of  invidious  legislation  against 
panics  of  other  states,  taxation,  state  deposits,  and  uniformitjr  cf 
ual  returns,  was  set  before  them  by  committees  from  jour  own 
rd,  from  the  New  York  Board  of  Fire  Underwriters,  Ihe  New 
k  Chamber  of  Commerce,  the  representatives  of  foreign  insure 
5  companies,  committees  of  the  life  insurance  companies  of 
country  (whose  interests  are  in  great  part  identical  with 
own),  but  also  by  individual  members  of  the  professioo 
1  the  fire,  marine,  and  life  branches,  who  were  invited  to 
did  address  the  convention.  Delegates  from  twenty- nine  states 
territories  were  present,  at  the  sessions,  which  lasted  in  all  over 
ity  days,  and  it  cannot  be  assuming  too  much  to  say,  that  the  influ- 
i  of  this  convention  must  be  felt  throughout  the  country  in  the 
re  of  insurance  legislation.  One  of  the  reforms  secured  was  the 
tmmendation  of  a  uniform  blank  for  annual  returns,  which  has 
1  adopted  and  put  in  use  by  the  Fuperintendents  of  filteen  states, 
probably  will  be  in  operation  in  all  the  others  as  soon  as  legisla- 
sanction  can  be  had  thereto.  The  recommendations  of  the  con- 
lion  on  taxation,  while  not  all  that  we  had  hoped  for,  are^till  a  great 
rovement  upon  present  laws,  and  it  is  expected  that  before  the  close 
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of  the  jrcar  thej  will  be  adopted  by  matijr  of  the  states  whose  systems 
of  ttxstion  are  now  both  unfair  and  oppressive.  It  is  hoped  that  as 
this  subject  of  taxation  is  more  and  more  discussed,  the  impolicy  of 
tojtax  upon  a  business  which  has  so  thoroughly  demonstrated  its 
grest  necessity  to  the  country,  and  the  taxing  of  which  is  really  imposing 
staz  upon  the  providence  of  the  people,  will  become  apparent  to  the 
public  mind.  It  has  been  argued  by  those  who  favor  taxation  that 
insurance  companies  withdraw  such  large  sums,  in  the  way  of  pre- 
miums, that  they  impose  a  burden  upon  the  proFperity  of  the  state,  as 
every  dollar  taken  diminishes  the  available  capital  of  a  state.  A  suffi- 
cient answer  to  such  an  argument  is  the  fact,  that  the  active  capital  of 
the  state  is  preserved  to  it  in  its  business,  and  not  locked  up  in  the 
hands  of  corporations,  while  in  the  cases  of  the  states  of  Wisconsin 
sod  Illinois,  which  have  been  notoriously  unprofitable  as  fields  for 
insurance,  the  companies  have  actually  paid  a  tax  to  those  states  for  the 
privilege  of  disbursing  to  their  citizens  more  than  they  have  received 
from  them,  and  but  for  this  foreign  capital,  as  it  is  strangely  entitled, 
the  whol^  state  of  Illinois  would  have  been  plunged  into  hopeless 
insolvency,  as  the  result  of  the  great  Chicago  calamity. 

'*  I  desire  here  to  say,  that  my  own  view  of  taxation,  so  far  as  it 
relates  to  companies  of  one  state  doing  business  in  another  is,  that  the 
taxation  should  be  uniform  and  should  in  no  case  exceed  the  amount 
of  fees  necessary  to  sustain  the  insurance  departments  of  the  states, 
and  these  fees  should  not  be  paid  to  the  state  treasurers,  but  to  the 
departments  themselves,  but  should  any  per  centage  be  laid  upon  the 
business,  it  should  only  be  upon  the  net  profits  made  in  any  state  by 
the  companies  doing  business  therein. 

"The  convention  also  perfected  and  adopted  the  outline  of  the  *  Gen- 
eral Insurance  Law,'  which,  among  other  things,  provided  for  the 
organization  of  insurance  departments  and  uniformity  in  the  laws  of 
all  the  states,  and  as  it  was  the  result  of  the  experience  of  those  who 
have  longest  exercised  judicious  supervision  over  the  insurance  inter- 
ests of  their  respective  commonwealths,  it  cannot,  we  think,  fail  to 
commend  itself  to  the  legislatures  of  those  states  whose  laws  upon  the 
subject  of  insurance,  (an  interest  which,  in  importance,  is  rapidly 
showing  itself  to  be  second  to  none  of  the  great  financial  interests  of 
our  common  country),  have  been  heretofore  so  crude.  As  the  legisla- 
tures of  most  of  the  states  will  have  this  law  officially  before  them,  it  is 
hoped  that  sound  and  practical  legislation  will  hereafler  result  from 
this  effort  of  the  convention.* 

**  The  convention  has  effected  a  permanent  organization,  and  pro- 
vided for  annual  or  more  frequent  meetings.  It  is  therefore  well  that  we 
of  the  National  Board,  who  are  charged  with  the  duty  of  conserving 
the  true  interests  of  our  common  professions,  see  to  it  that  they  shall 
not  want  our  cordial  co-operation  in  all  measures  that  look  to  a  proper 
recognition  of  true  principles  in  the  business  of  insurance. 

Some  years  since  the  project  of  a  National    Insurance  law   was 
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gitated,  and  at  the  time  received  wTth  mtlch  favor  hy  the  companieit  of 
he  country  as  affording  the  needed  relief  from  the  oppressive  burdens 
aid  upon  them  bjr  the  whims  of  the  legislators  of  the  various  states. 
day  not  this  organization  of  the  National  Insurance  Convention  be 
nstrumental  in  bringing  about  the  desired  object,  and  eventually  bjr 
he  moral  pressure  brought  to  bear  upon  the  states  by  the  wisdom  of 
ts  recommendations,  essentially  nationalize  the  business  of  insurance, 
ind  guarantee  to  all  insurance  companies  complying  with  such  whole- 
ome  laws  as  may  be  approved,  the  rights  and  privileges  of  doing  busi- 
less  in  all  of  the  states  upon  the  basis  of  an  entire  equality  with  the 
ocal  institutions  of  such  states?*' 

During  the  session  of  the  National  Board,  I  was  invited  to 
express  the  views  of  the  president  of  the  National  Insurance 
I!onvention,  upon  the  relations  that  should  exist  between 
hese  two  national  bodies ;  which  I  accordingly  did,  and  a  report 
»f  my  remarks  may  be  found  in  the  published  proceedings  of 
he  National  Board. 

Although  barely  two  months  have  elapsed  since  that  meeting, 
nore  than  two  hundred  local  boards  of  underwriters  have  been 
ilready  organized,  and  opened  correspondence  with  tlie  central 
>ureau  in  this  city. 

Among  other  circulars  issued  from  this  office  since  the 
idjournment  on  the  second  of  November  last,  was  one,  addressed 
o  tlie  delegates  in  tlie  following  terms : 

New  York,  Marck^  iS,  1873. 
DsAR  Sir  :  Please  inform  me  by  return  of  mail  as  to  the  condition 
»f  affairs  in  your  legislature  respecting  the  proposed  general  insurance 
tatute  recommended  by  the  National  Convention.  Has  the  governor 
■ecommended  its  consideration  or  passage  ?  Has  it  been  introduced, 
>rinted,  referred  to  committee,  read  once,  twFce  or  thrice,  or  pa(>6ed? 
n  what  material  features  has  it  been  modified?  Does  it  provoke  much 
opposition  on  the  part  of  the  legislators,  local  companies  or  agents?  If 
lot  passed,  is  it  likely  to  pass  this  session  ?  Is  the  idea  of  reciprocity 
>etween  the  states  in  this  matter  of  insurance  legislation  favorably 
entertained?  Do  you  hear  any  preference  expressed  for  an  assumption 
>f  governmental  supervision  by  the  general  government  exclusively? 

The  replies,  arranged  according  to  states,  were  as  follows : 

Alabama. 

Stats  of  Alabama,  Auditor's  Office,  > 
Montgomery,  March  23,  1S72.        ) 

Hbxry  S.  Olcott,  Esq.,  Secretary  etc. ^  New  Tork  City: 

Dear  Sir^Id  reply  to  your  circular  letter  of  the  iSth  intt,  I  have  to 
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Mj  (hat  the  governor  of  this  state  did  not  recommend  the  contider- 
tUon  or  passage  of  the  general  insurance  law. 

It  iras  submitted  from  this  office  to  a  member  of  the  state  senate,  who 
introduced  it,  and  had  it  referred  to  the  appropriate  committee.  The 
committee,  after  discussion,  adopted  it  as  a  whole,  and  were  about  to 
make  a  favorable  report,  when  the  amendments  forwarded  by  you 
trriTed,  and  were  sent  to  the  committee.  Pending  dibcusbion  in  the 
committee^  the  general  assembly  adjourned. 

There  were  no  material  modifications  adopted  by  the  committee. 

There  would  have  been  much  opposition  to  the  bill  in  the  general 
tsiembly,  on  account  of  some  provisions  relating  to  foreign  companies. 
The  reciprocity  of  laws  on  insurance,  as  between  the  states,  is  favor- 
ably entertained  by  the  general  assembly  and  the  people  generally. 
There  has  been  no  expression  of  opinion  regarding  supervision  of 
insurance  by  the  general  government 

Very  respectfully,  etc, 

R.  M.  Reynolds,  Auditor. 

Arkansas. 

Auditor's  Office,  State  of  Arkansas,  > 
Little  Rock,  March  27,  1872.  > 

HnfRY  S.  Olcott,  Secretary  National  iMSuramce  Couvemtiom^  156  amd 
158  Broadway,  N.  T, : 
D«ar  Sir— In  reply  to  your  circular  letter  of  ist  instant,  I  have  to  say 
that  the  legislature  of  the  state  of  Arkansas,  has  not  met  since  the 
adjournment  of  the  National  Insurance  Convention  in  October  last, 
and  will  not  convene  unJl  ist  January,  1S73.  It  is  a  general  feeling,  so 
^  as  I  have  heard  expressed,  that  the  insurance  matters  of  the  country 
•hould  have  a  thorough  overhauling*  and  it  is  believed  by  those  who 
^ve  thought  on  the  subject,  that  the  National  Insurance  Convention 
irill  place  the  insurance  business  on  a  more  solid  basis. 

Very  respectfully, 

J.  R.  Berry,  Auditor* 

Connecticut. 

State  of  Connecticut,  Insurance  Department,  > 
Hartford,  March  19,  1873.  > 

niKRT  S.  Olcott,  E«»q.,  Secretary  National  Insurance  Convention, 
7  Bcekmam  street,  New  Torh : 

DiAE  Sir— Your  circular  letter  of  March  18  is  received.  Our  legis- 
lature has  not  yet  convened,  and  the  members  are  not  yet  elected.  The 
proposed  act  is  not  regarded  with  much  favor  (as  far  as  I  am  informed) 
^y  the  local  companies  or  agents. 

Our  act  of  1871.  is  regarded  favorably  by  companies  here,  and  it  will 
<^btless,  with  a  few  amendments,  continue  for  the  present,  as  the  law 
^  this  sutc. 
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Reciprocitj  between  the  states  in  insurance  legislation  is  fullj  sane 
tioned  bjr  all.  Indeed  our  present  act  in  the  matter  of  taxes,  fees, 
penalties,  etc.,  is  purely  reciprocal. 

I  have  heard  no  expression  of  preference  for  governmental  supc^ 
vision,  or  any  other  supervision  than  that  now  exercised  by  the  severs! 
states. 

Yours  respectfully, 

T.  M.  Maltbtb, 
Deputy  Insuramct  Commissioner, 


Indiana, 

Indianapolis,  Ind.,  May^^  1872. 
Henry  S.  Olcott,  Esq.,  Secretary  Insurance  Convention : 

Dear  Sir — The  *^  outline  insurance  law  "  adopted  by  the  National 
Insurance  Convention  and  recommended  to  the  several  states,  has  not  jet 
been  acted  upon  in  this  state,  from  the  fact  that  our  legislature  meets 
only  once  in  two  years,  and  next  January  will  convene  for  the  first  time 
since  the  meeting  of  the  Convention. 

My  reports  and  recommendation  will  be  presented  to  the  next  legis- 
lature, through  the  auditor  of  state,  with  favorable  endorsements  bjr 
tiim,  and  I  confidently  believe  that  the  law,  in  substance,  will  be 
enacted,  excepting,  however,  some  changes  in  minor  details. 

Indiana  is  behind  her  sister  states  in  insurance  legislation,  and  that 
fact  will  stimulate  us  to  prompt  action.  Yet  I  hope  we  will  be  guided 
by  sound,  practical  b|isiness  sense. 

I  do  not  hear  any  expressing  themselves  in  favor  of  a  "National 
Department  of  Insurance;*'  in  fact,  in  these  days  of  official  depraviij, 
the  people  think  their  greatest  safeguard  in  insurance  interests,  is 
found  in  the  counter-checks  afforded  by  the  many  state  departments. 
Dne  might  be  corrupted,  but  it  is  impossible  that  all  could  be.  Besides 
the  decision  of  the  **  supreme  court "  in  the  **  Paul  vs.  Virginia  *'  case, 
taken  up  from  Virginia,  pretty  well  disposes  of  the  national  depart- 
ment idea. 

Very  respectfully,  yours,  etc., 

W.  W.  Caldwell. 

Iowa. 

Statb  of  Iowa,  Auditor's  Office,     > 
JJes  Afoines,  Alarck  23,  1S73.  5 

Henry  S.  Olcott,  Secretary  Insurance  Convention,  New  Tork : 

Dear  Sir— I  send  to  you  to-day  the  draft  of  insurance  law,  together 
with  a  message  from  the  governor  to  the  legislature  now  in  session. 
The  bill  has  been  referred  to  a  committee  of  the  house  of  represent- 
atives, and  by  it  reported  back  to  the  house  and  iU  passage  recom- 
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meodfd.    I  am  not  able  to  taj,  at  this  stage  of  its  progrett,  what  may 

be  ilt  late. 

Yourt,  truly, 

John  K\3%%mLLt  Auditor  0/ SlaU, 


klsktuckt. 

Insurancb  Bursau  of  Kentucky,  Ofpick  of  Insurance  > 
CoMMiSKioNSR,  Franfokt,  Marck  31,  1872.  5 

HiNRT  S.  Olcott,  Secretary  of  the  National  iHSurance  CoMVomtiom : 

Sir— In  answer  to  the  inquiries  contained  in  jour  circular  of  the  iSth 
inst,  I  have  to  inform  jrou  that  the  governor  of  this  state,  in  his  annual 
message  of  December  1871,  called  the  attention  of  the  legislature  to  the 
action  of  the  National  Insurance  Convention,  and  requested  full  con- 
sideration of  its  recommendations  and  action. 

The  copies  of  the  proposed  uniform  law  Airnished  this  office  by  the 
lecretarj  of  the  convention,  were  at  once  placed  in  the  hands  of  the  dif- 
ferent members  composing  the  insurance  committees  of  the  two  houses; 
and  mj  opinion  is  that  the  proposed  uniform  law  is  regarded  with  great 
favor  by  the  committees,  and  in  ca«e  t^o  or  three  leading  states  adopt 
the  law,  I  think  the  state  of  Kentucky  would  amend  her  laws  to  con- 
form thereto.  The  advantage  and  justice  of  uniform  laws  on  the  subject 
of  insurance  being  fully  recognized  here. 

I  am  not  aware  that  there  is  any  active  opposition  to  the  proposed 
law  in  this  state,  but  its  friends  do  not  expect  it  to  pass  at  this  session  of 
the  legislature  which  will  probably  terminate  in  a  few  days.  I  hear  of 
DO  preference  expressed  for  an  assumption  of  exclusive  supervision  by 
the  general  government 

Yours,  Respectfully, 
GusTAVUs  W.  Smith,  lasuramco  CommissoMtt' 


Kansas. 
The  insurance  commissioner  writes  his  replies  to  the  ques- 
tions ask^d   upon  the  circi»lar  itself,  in  the   following,  rather 
iaconvcnient,  fashion : 

I.  Has  the  governor  recommended  its  consideration  or  passage  ?  i. 
No.  3.  Has  it  been  introduced,  printed,  referred  to  committee,  read 
once,  twice  or  thrice,  or  passed  ?   a.  No.    3.  In  what  material  features 

hu  it  been  modified  ?  3.  .    4.  Does  it  provoke  much  opposition  on 

the  part  of  the  legislators,  local  companies,  or  agents?  4.  .     5.  If 

not  passed,  is  it  likely  to  pass  this  session?  5.  No.    6.  Is  the  idea  of 
reciprocity  between  the  states  in  this  matter  of  insurance  legislation 

fsTorably  entertained?    6.   .      7.    Do    you    hear    any    preference 

expressed  for  an  assumption  of  governmental  supervision  by  the  gen- 
eral government  exclusively?  7.  No. 
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►nel  Olcott: 

iswers    to    questions   i,  3,   5,  and  7,    at  above,   will  show  joa 

the  other  questions  are  not  applicable  to  the  state  of  affairs 
Our  legiblature  adjourned,  sine  die,  March  2.  I  prepared  a 
which  was  little  more  than  our  present  law  (actof  March  1,  1S71),' 
ling  it  of  the  useless  and  redundant  matter,  and  incorporating  a 
3f  the  features  of  the  "general  law"  recommended  by  the  conven- 
•  not  in  it;  but,  while  it  was  being  considered  in  the  house,  an 
ndment  was  adopted  (by  the  committee  of  the  whole),  making  fire 
panics  responsible,  in  case  of  total  loss  of  property  insured,  for  the 
of  the  policy,  except  in  cases  of  fraud.  Thereupon  the  friends  of 
>ill  turned  against,  and  as  the  bill  prepared  by  me  was  not  neces- 
to  a  proper  enforcement  of  the  law,  and  as  I  regarded  the  atnend- 
t  mentioned  as  wrong,  I  told  my  friends  to  let  the  bill  go — and  it 

defeated.  A  separate  bill  was  introduced  in  the  seuate,  and 
ed  that  body,  providing  for  the  publication  of  official  **  certificates 
luthority"  to  transact  business  in  Kansas — but  the  bill  was 
ated  in  the  house.  No  change  of  any  kind  was  made  in  our  insur- 
:  laws.  There  was  no  eflfort  to  repeal  the  law  of  March  i, 
;  nor  was  any  *^ feeling*'  manifested  on  the  subject — oor  on  any 
tion  of  amendment,  except  the  amendment  relating  to  liability  of 
companies  above  mentioned;  and  respecting  that,  every  man  who 
fully  examined  and  considered  the  question,  became  convinced  that 
imendment  ought  not  to  be  made. 

sspecting  your  sevenik  question,  I  may  be  permitted  to  say,  that 
e  I  have  not  heard  a  word  of  d  scussion  on  the  subject  here,  it  is 
opinion  that  any  action  of  congress  in  the  premises,  would  be 
tlutely  null  and  void.  If  there  is,  or  hereafter  shall  be,  a  necessity 
'*•  governmental,"  (by  which  I  suppose  you  mean  natiottal)  super- 
>n,  the  only  l'~gitimate  way  to  secure  it  is  by  an  amendment  to  the 
ted  States  constitution  authorizing  such  supervibion. 
In  baste,  yours  most  truly, 

W.  C.  Webb. 

Louisiana.  * 

New  Orleans,  April  15,  1S73. 
IT.  S.  Ois:oTT^  Secretary  Natioual  Insurance  CoHveMtiom: 
BAR  Sir— I  have  the  honor  to  be  in  receipt  of  your  valued  0 
r  of  18th  ultimo,  and  to  reply : 

was  ilnpos^ible  to  get  any  insurance  bill  before  our  legislati 
ast  session. 

Iiere  seems  to  have  been  little  coniiideration  of  the  subject,  e 

rought  under  consideration  by  individual  members  of  the 

senate.    All  those  approached  on  the  suVject  seem  favorable  1 

Inasmuch  as  it  was  known  that    the  legislature    woulc 
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entertain  anj   bill  on  the  subject,   no  reliable  expression  has  been 
elicited. 

A  bill  Terj  similar  to  the  Missouri  insurance  law  was  introduced, 
bot  not  reached.  Our  legislature  meets  Januarj  i,  1873,  when  the 
subject  will,  doubtless,  be  pressed. 

Verjr  respectfully, 

Richard  Gainss. 

Maine.  , 

Statb  of  Mains,  Officb  op  Insurance  Commissioner,  > 
Banoor,  Alurck  20,  1872.  5 

Hkxrt  S.  OlcotT,  Esq.,  Stcretary  National  lH»uramc€  Convention  : 

Dear  Sir — In  repljr  to  jour  circular  of  the  iSth  instant,  1  have  to  saj 
that  the  provisions  of  our  present  insurance  law  are  substantially  so 
nearly' conformable  to  the  form  prescribed  by  the  Convention,  that  I  have 
not  thought  it  desirable  to  substitute  the  latter  for  it,  and  have  not 
asked  it.  The  '*  retaliatory  '*  principle  I  oppose,  as  I  did  at  the  Con- 
Tention,  for  reasons  then  stated,  and  which  I  propose,  also,  to  give  in 
mj  fotthcoming  report  An  aitempt  was  made  to  enact  that  principle 
in  our  legislature,  but  I  am  glad  to  saj  they  gave  it  no  favor.  In  two 
or  three  other  particulars  an  attempt  was  made  by  me  to  modify  our 
present  law,  to  conform  to  the  recommendations  of  the  Convention, 
but  the  legislature  preferred  to  let  the  law  remain  as  it  \vas,  and  there- 
fore no  change  was  made  whatever. 

Very  truly, 
Albert  W.  Pains,  Insurance  Commissioner. 


Maryland. 

Annapolis,  May  21,  1873. 
Col.  H.  S.  Olcott,  Secretary  National  lusnrance  Convention^  New 
Tork: 

Dear  Sir — ^Yours,  dated  March  iS,  was  duly  received,  and  I  have 
been  waiting  daily  for  the  appointment  of  the  insurance  commissioner 
to  be  made  that  I  might  give  you  all  the  information  desired.  You 
desire  to  know  the  nature  etc.  of  the  law  that  was  then  pending  before 
(now  passed  by)  the  legislature  of  Maryland. 

The  features  are  nearly  the  same  as  the  law  recommended  by  the  Con- 
vention, the  only  material  change  being  in  that  section  granting  what 
some  of  our  local  companies  coubider  as  the  arbitrary  power  of  the  com- 
missoiner.  These  powers  instead  of  being  at  the  disposal  of  the  com- 
missioner, are  placed  in  the  hands  of  the  courts,  and  are  required  to  be 
used  when  the  commissioner  makes  a  written  charge  against  a  company 
or  agent;  upon  which  charge  the  judge  to  whom  complaint  may  be 
made,  is  required  to  appoint  a  commission  of  three  persons,  of  which 
the  commissioner  shall  be  one,  to  make  full  examination  of  the  affairs 
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of  the  80  charged  company.    With  this  exception,  the  bill  does  not  differ 
much  from  the  national  draft,  although  it  is  considerably  condensed. 

The  comptroller  was  made  the  appointing  power  under  the  law,  and 
has  commissioned  the  writer  as  the  insurance  commissioner  from  Maj 
I,  187a. 

If  in  mj  power,  I  shall  certainly  be  present  at  the  October  meeting  of 
the  Convention,  although  the  time  will  not  suit  me,  owing  to  the  fact 
that  it  will  be  at  the  time  I  shall  be  preparing  my  first  report,  to  be 
submitted  to  the  comptroller  of  the  treasury. 

f  Khali  be  happy  to  receive  copies  of  the  last,  or  October  meeting  of 
the  Convention,  and  especially  so  if  it  embraces  Gen.  Smith's  valuable 
report  on  '*  valuation  ar.d  interest.'* 

I  herewith  enclose  a  copy  of  our  new  law. 

I  am  with  great  respect,  yours,  truly, 
Charles  H.  Wailes. 

iMSHrance  Commissicn^r. 

Mas  s  aciiusetts. 
Hon.  Julius  L.   Clarke,  the  Insurance  Commissioner,  re- 
ports that  no  action  has  been  taken  by  tlie  legislature  of  his 
state  in  tlie  premises. 

Michigan. 

Statb  of  Michigan,  Insurance  Bureau,  ) 
Lansing,  March  23,  1S72.  J 

Henry  S.  Olcott,  Esq.,  Secretary  National  I nsur am ce  Convention: 

Dear  Sir — Your  circular  of  the  iSih  inst.  is  at  hand.  In  reply  to  same 
will  say,  that  no  attempt  has  been  made  to  bring  the  Convention 
insurance  act  before  the  legislature  of  thin  state  at  the  present  sesbion. 
The  regular  sessions  of  the  legislature  of  Michigan  are  biennial,  the  pres- 
ent session  is  an  extra  one,  convened  by  special  message  of  the  governor, 
to  re-dibtrict  the  state  under  the  new  apportionment  of  United  States 
representatives.  All  extra  sessions  are  limited  by  the  constitution  to 
twenty  days.  No  measure  can  be  acted  upon,  except  by  recommenda- 
tion of  the  governor.  In  conferring  with  his  Excellency,  Hon.  H.  P. 
Baldwin,  he  expressed  the  view  that  the  shortness  of  the  session  would 
not  permit  the  introduction  of  any  measures  not  of  absolute  necessity. 
The  main  features  of  the  act  recommended  by  the  Convention  arc 
already  embodied  in  the  statutes  of  this  state,  and  I  could  not  urge  its 
passage  as  being  of  the  fir!>t  importance  now.  When  the  proper  time 
comes,  Michigan  will  wheel  into  line,  and  adopt  the  general  insurance 
statute  with  only  slight  modifications. 

Very  respectfully,  yours, 

Sam'l  H.  Row,  Commissioner  of  InsnrancB* 
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State  of  Minnesota,  Burrau  of  Insurance,  ) 
Saint  Paul,  May  i^^  1872.  J 

H.  S.  Olcott,  Esq.,  New  Tork  City: 

Dear  Sir—Although  it  is  probably  too  late  for  your  purpose  to  reply 
to  jour  circular  of  the  iSth  of  March,  I  may  state  that  an  insurance 
Uw,  embo4xing  substantially  the  provisions  recommended  by  the 
National  Insurance  Convention,  was  adopted  by  our  recent  legislature, 
having  been  recommended  by  the  governor.  It  encountered  little 
opposition,  except  from  a  local  company  having  a  mutual  and  very 
questionable  basis,  and  I  regret  to  say  was  mutilated  to  such  an  extent 
utoexempt  such  company  from  its  wholesome  provisions.  ♦  ♦  ♦  ♦ 
The  idea  of  reciprocity  between  the  states  is  favorably  entertained  here, 
hot  public  sentiment,  I  think,  would  discountenance  the  proposition 
for  a  national  supervision  of  insurance. 

Respectfully,  yours, 

PsiiMOCK  Pussy,  iHsmramce  Commiuiomer. 


Mississippi. 

^  ,  ,  Jackson,  Miss.,  Ftbruary^,  1873. 

Col.  Henry  S.  Olcott  : 

DtAR  Sir— I  have  been  in  attendance  upon  the  legislature  of  Mi«sis- 
«»ppi  for  one  week.  Gov.  Powers  has  addressed  a  special  message  to 
the  two  houses,  strongly  recommending  the  establishment  of  an  insur- 
ance department.  The  subject  to-day  was  acted  on  so  far  as  to  refer  by 
^  branches  to  committees,  who  are  decidedly  favorable  to  the 
nieasure. 

The  passage  of  the  bill  in  Mississippi  will  almost  ensure  success  in 
«»ertl  adjacent  states.  Yours  truly, 

Milton  E.  Bacon. 

Missouri. 

Insurance  Department,  State  of  Missouri,  > 
St.  Louis,  Mo.,  March  23,  1872.  ) 

™*Y  S.  Olcott,  Esq.,  Secretary  National  Insurance  Convention: 
I>»AR  Sir— Your  circular  letter  of  the  i8th  has  been  received. 
The  general  insurance  statute  has  not  been  presented  to  the  Missouri 
^gisUtnre.  Upon  collation  of  the  law,  as  proposed  by  the  Convention, 
^l**  existing  tUtutet  of  this  state,  it  was  found  that  a  few  amendments 
^^  latter  would  make  them  substantially  conform  to  the  former. 
"*  inaurancc  department  of  Missouri,  therefore,  prepared  a  brief  of 
^nendmente  to  both  life  and  fire  insurance  laws,  and  forwarded  it  to 
i^non  city.  Bills  in  conformity  thereto  have  been  introduced,  and 
■»»«  passed  £he  senate  without  change.  They  are  now  in  the  house, 
^  Ihe  prospect  for  their  passage  is  favorable. 
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A  national  insurance  bureau  would  not,  I  think,  meet  with  much  ftvor 
Missouri.  Politicians  who  are  also  insurance  officers  majr  fliyor  the 
heme  to  some  extent;  but  insurance  officers  who  are  not  politicians, 
id  who  care  only  for  the  commercial  aspects  of  the  insurance  system, 
e  generally  opposed  to  such  an  advance  of  present  centralization 
ndencies  of  the  people. 

The  uniform  blank  is  a  good  thing,  but  the  manner  of  its  use  so  far 
'  the  companies  demonstrates  the  necessity  as  well  as  pfactability  of 
very  large  improvement  in  form  of  statement  for  another  year. 

Yours  truly, 

Aug.  F.  Harvey. 


Nebraska. 

State  of  Nebraska,  Auditor's  Department,  ) 
Lincoln,  April  23,  1872.  5 

on.  H.  S.  Olcott,  New  Tork: 

Dear  Sir — In  reply  to  yours  of  6th  instant,  will  say,  The  "  insurance 
w "  drafted  by  the  Convention  at  New  York,  was  laid  before  our 
gislature  at  an  adjourned  session  in  January  last,  by  myself.  The 
me  was  read  in  the  house  a  first  and  second  time,  and  referred  to 
committee  of  the  whole,"  where  it  was  considered  and  referred  to  a 
fecial  committee  of  five  (composed  of  insurance  men),  who  reported 
back  to  the  house,  with  recommendations  that  it  do  pass  with  some 
ight  amendments.  The  principal  amendment  was  making  the  paid 
>  capital  one  hundred  thousand  dollars^  but  in  the  mean  time  the 
nate  was  left  without  a  quorum,  consequently  legislation  was  blocked, 
herwise  the  passageof  the  law  was  a  certainty.  The  senate  unanimously 
9uld  have  passed  the  bill.  I  have  carefully  preserved  the  bill  at  it 
as  left  by  the  house,  and  will  present  it  to  the  coming  legislature  of 
muary  next,  when  I  am  certain  it  will  become  a  law,  as  our  present 
insurance  law"  is  entirely  inadequate  to  our  necessity. 
Having  copies  of  the  printed  law,  and  placing  it  in  the  hands  of 
e  members,  and  by  personal  consultation  with  them,  they  were 
ipressed  with  the  necessity  of  a  uniform  law,  as  it  relates  to  all  the 
jites.  No  member  of  our  legislature  had  any  objection  to  the  law 
hen  it  was  examined.  I  was  pleased  in  having  the  endorsement  of 
e  legislature  to  my  action  as  delegate  to  the  Convention,  and  the 
>ject  to  be  attained  met  the  approval  of  each  member. 
Yours  truly. 

John  Gillespie, 
Auditor  of  State,  and  Commissioner* 
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New  Hampsrirk. 


Stats  of  Nsw  Hampshuui,  Insurance  CosfiiissioirBE's  Office,  > 
Concord,  Afril  lo,  1873.  > 

Col.  Olcott: 

Mt  Dear  Sir — The  legislature  of  this  state  has  not  been  in  session 
since  the  publication  of  the  proposed  general  statute,  nor  will  it  be 
until  June. 

There  is  no  discussion  here  about  general  governmental  supervision 
of  insurance. 

Oliver  Pillsbury,  Insurance  Commissiontr, 


New  Jersey. 

State  of  New  Jersey,  Department  of  State,  > 
Trenton,  April  8,  1872.  J 

Hknrt  S.  Olcott,  Esq.,  New  Tork  : 

I>BAR  Sir— In  replj  to  jour  circular  letter  of  March  iStb,  I  beg  leave 
to  state  that  the  legislature  of  New  Jersfj,  during  its  late  annual 
session,  enacted  laws  relative  to  the  business  of  **fire,  life,  accident, 
naarine,  and  live  stock  insurance  by  companies  not  incorporated  by  this 
state,"  copies  of  which  are  herewith  respectfully  inclosed.  No  other 
than  those  herewith  enclosed  was  acted  upon  by  our  legislature. 
Yours  respectfully, 

Henry  C.  Kelsey,  Secretary  of  State^ 
per  J.  D.  Hall. 


North  Carolina. 

Raleigh,  Mmrck  23,  187a. 
Col.  Henrt  S.  Olcott,  Secretary  National  Insurance  Convention : 

Dear  Sir — Yours. of  the  i8th  instant  to  hand.     The  governor  of 
this  state  in  his  annual  message  transmitted  to  the  legislature  at  its 
late  session,  with  my  report  of  the  action  of  the   Convention,   the 
^  ''general  insurance  statute,"  expressing  views  in  consonance  therewith. 

^  Owing  to  a  short  session  and  the  pressure  of  other  business,  no  definite 

action  was  taken  thereon,  except  the  passage  of  an  act  authorizing  the 
appointment  of  a  "  commissioner  of  insurance  and  examiner  of  cor- 
porations." 
j  The  proposed  statute  meets  with  general  approval  from  all  parties, 

I  and  will  doubtless  become  a  law  at  the  next  session  of  the  legislature. 

I  The  idea  of  reciprocity  among  the  states  is  favorably  entertained,  and 

I  I  hear  of  no  preference  for  supervision  by  the  general  government. 

^1  Allow  mc  sir,  to  congratulate  you  upon  the  ability  and  dilligence 

dhpl^ye^^  bjr  you  in  the  performance  of  the  manifold  duties  of  your 
position,  and  to  hope  that  the  Convention  at  its  next  session  may  add 
greatly  to  the  influences  for  good,  which  have  already  sprung  from  its 
inaug^uratiofi  and  action. 

I  am  »>«'>  ▼cry  ti;uly  yours, 

Wm.  H.  Finch,  Delegate  from  North  Carolina. 
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New  York. 
Nothing  was  done  in  this  state,  this  year. 

Ohio. 
The  Convention's  general  statute  was  not  introduced,  but  a 
stitute,   providing    for  the    organization    of    an   insurance 
^artment  and  the  appointment  of  a  commissioner  was  passed 
;ead. 

Pbnnsylvani/i. 

Harrisburo,  Marck  19,  1S72. 
"TRY  S.  Olcott,  Esq. 

•EAR  Sir: — lam  sorry  to  report  that  no  legislation  on  insurance 
tens  can  be  had  during  the  present  session.  The  Governor  has  not 
>mmended  any,  and  I  think  the  session  is  so  far  gone  that  it  is  use- 
to  attempt  it  now.  If  I  am  continued  in  office  until  my  successor 
be  elected.  I  will  be  with  you  in  the  next  convention,  and  will  make 
ry  effort  to  have  a  bill  proposed  for  our  legislature  that  will  be  satis- 
ory  to  our  people,  and  have  it  passed  the  next  session. 
I  am,  jours  etc., 

J.  F.  Hartranft,  Auditor  General, 

RiiODS  Island. 
Hon.  Joel  M.  Spencer,  Insurance  Commissioner,  in  a 
vate  letter  of  date  April  8,  1S72,  writes,  that  owing  to  a 
iety  of  causes  beyond  his  control,  nothing  was  done  in  this 
tter  during  the  recent  session  of  the  legislature.  He  hopes, 
vever,  that  the  subject  of  the  reciprocal  insurance  law  will 
eive  favorable  attention  at  the  next  session ;  adding,  that  this 
ult  will  be  quite  likely  to  be  attained  *'  if  our  sister  states 
nc  up  to  the  work  with  a  commendable  interest  and  earnest- 
is,  the  fruits  of  their  efforts  being  such  a  revision  of  the  laws 
acting  insurance  as  will  show  an  approach  to  uniformity." 

.South  Carolina. 

iCECUTiVB  Department,  Office  of  Comptroller  Grnerai.,  \ 

Columbia,  April  5,  1872.  > 

S.  Olcott,  Esq.,  Secretary  National  Insurance  Convention: 
)bar  Sir: — Your  note  covering  circular  of  March  18,  1872,  has  been 
;ived.     I  learn,  upon  inquiry,  that  the  Governor,  from  pressure  of 
lumstances,  has  not  communicated  with  the  General  Assembly  in 
rence  to  the  matter,  but  expects  to  take  action  at  the  next  session. 
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Immcdiatelj  on  receipt  of  the  copies  of  the  "Outline  of  Draft" 
kindlj  sent  me  «ome  time  since,  I  laid  them  before  both  houses  of  the 
General  Atcsemblj-,  and  they  were  referred  to  appropriate  committees, 
bat  from  want  of  time  were  not  acted  on  up  to  the  close  of  the  session. 
I  have  not  been  able  to  ascertain  whether  the  statute  has  provoked 
much  opposition  on  the  part  of  legislators,  local  companies  or  agents, 
&om  want  of  publicity.  From  the  same  reason,  I  cannot  say  whether 
the  idea  of  reciprocity,  etc.,  is  favorably  entertained,  nor  have  I  heard 
tnj  preference  expressed  for  an  assumption  of  governmerital  supervi- 
lion,  etc,  but  will  endeavor  to  keep  in  view,  and  give  to  the  whole 
matter,  the  attention  which  it  deserves. 

Yours,  respectfully,  J.  L.  Nbaglv, 

Comptroller  General. 
Per  C.  J.  Houston,  CA/e/  Clerk. 


Tennessee. 

Nashville,  Tenn.,  April  ii,  187a. 
Hf35RT  S.  Olcott,  Secretary: 

Dear  Sir— Our  legislature  adjourned  without  action  on  the  subject  of 
insurance,  no  reference  being  made  to  it  by  the  governor.  The  **  general 
insurance  statute"  was  not  introduced,  and  while  very  many  of  its 
fixtures  meet  with  great  favor  on  the  part  of  agents  and  companies, 
I  believe  as  a  whole,  it  would  be  warmly  opposed.  The  idea  of 
"reciprocity"  is  favorably  entertained.  I  hear  of  no  preference  being 
expressed  for  general  government  supervision. 

Yours,  very  respectfully, 

William  Henry  Smith. 


Virginia. 

Richmond,  Va.,  April  y:yth^  1873. 
Henry  S.  Olcott,  Esq.,  Secretary,  etc.^  New  Torh. 

Dear  Sir— Your  circular  of  i8th  March  would  have  been  answered 
earlier  but  for  my  protracted  absence  from  Richmond.  Governor 
Gilbert  C.  Walker  recommended  to  the  general  assembly,  the  con- 
sideration of  the  general  insurance  statute  recommended  by  the  National 
Insurance  Convention.  Simultaneously  with  this  recommendation,  he 
transmitted  a  copy  of  the  law.  The  senate  being  the  body  in  which  the 
•ubjcct  of  insurance  was  first  considered,  the  national  insurance  law 
wa<  referred  to  its  committee  on  general  laws,  and  a  bill  was  reported 
back  br  that  committee  embodying  most  of  its  features.  This  bill  was, 
I  think,  received  with  great  favor  by  the  senate  of  Virgina;  but  the 
pre«  of  business,  lateness  of  the  session,  and  the  financial  complica- 
tions of  our  legi'-lature  prevented  its  passage.  I  believe  that  it  will  be 
P*««ed  early  next  Winter  on  the  re-assembling  of  the  general  assembly. 
The  bill  referred  to  in  the  senate  commanded  the  approval  of  all  the 

Hjents,  but  elicited  opposition  from  some  of  .the  insurance  companies. 
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Mr.  Carrington,  president  of  the  Piedmont  and  Arlington  Insurance 
company  appeared  before  the  committee  on  general  laws,  and  made  a 
speech  of  great  ability  in  support  of  the  statute  approved  by  the  National 
Convention. 

I  think  that  "the  idea  of  reciprocity  between  the  states  in  this  matter 
of  insurance"  is  favorably  entertained  by  nearly  all  of  our  leading 
home  offices,  members  of  the  general  assembly,  as  far  as  their  views  are 
known  to  me,  and  all  agents.  Any  opposition  to  reciprocity  springs 
either  from  financial  meanness,  or  an  aspiration  for  all  the  local  busi- 
ness. 

I  have  the  honor  to  be  with  high  respect, 

Yours,  very  truly, 
Edward  M.  ALFRiiun>,  Special  D%Ugat€. 


Wisconsin, 

Office  of  thb  Secrbtary  of  Statb,  ) 
Madison,  April  8,  1872.     > 
Hbnry  S.  OlcotT,  Esq. : 

Dear  Sir — In  reply  to  your  circular  letter  of  the  i8th  ult,  I  would  say, 
that  no  laws  were  enacted  at  the  recent  session  of  our  legislature 
relating  to  the  subject  of  insurance,  except  the  following:  one  to 
authorize  township  insurance  companies,  and  the  other  to  authorize 
county  insurance  companies.  This  law  applies  only  to  three  counties. 
Another  law  was  passed  making  premiums  liens  upon  boats  and  vessels 
in  certain  cases. 

A  bill  was  prepared,  and  introduced  in  the  house  by  the  insurance 
committee,  comprising  those  features  of  the  Convention's  law  not 
already  embraced  in  our  statutes.  It  passed  the  assembly  without 
opposition,  but  failed  in  the  senate.  It  was  detained  too  long  in  the 
assembly;  and  the  cause  of  its  defeat  in  the  senate  was  principallj 
owing  to  want  of  sufficient  time  to  consider  it  One  of  the  princi- 
pal provisions  of  the  bill  was  the  one  requiring  fire,  marine  and  inland 
companies  to  reserve  upon  the  Convention  basis.  Opposition  was  made 
in  the  senate  to  that  part  of  the  bill  relating  to  the  reserve  in  the  case  of 
inland  navigation  companies,  those  interested  in  this  branch  of  insur- 
ance holding  that  it  was  unnecessarily  high.  Our  present  law  upon 
this  subject,  empowers  the  commissioner  of  insurance  to  require  com- 
panies to  reserve  a  sufficient  amount  to  safely  re-insure  all  outstanding 
risks.  Until  the  last  year,  the  department  had  required  only  40  per 
cent  in  case  of  fire  companies,  and  100  per  cent  iii  marine  and  inland. 
Having  discretionary  powers  in  the  premises,  and  feeling  the  necessity 
and  importance  of  high  reserves  from  the  disastrous  experiences  of  the 
year,  I  felt  it  my  duty  to  require  of  all  companies,  wishing  to  be  licensed 
in  this  state  for  the  current  year,  to  report  their  business  upon  the  uni- 
form blank,  reserving  according  to  the  Convention's  standard. 
Very  truly,  your  obedient  servant, 

Ll.  Brbesb,  Secretary  of  State, 
And  ex'officio  commissioner  of  insurance. 
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District  of  Columbia, 

Board  of  Public  Works,  District  of  CoLuifsiA,  ) 
WaskiHgiom,  D,  C,  April  ii,  1872.      > 

Col.  H.  S.  Olcott,  Nrw  fork: 

Dear  Sir — In  reply  to  your  circular  under  date  of  the  i8th  ultimo,  I 
beg  to  saj  that  our  legislature  has  had  no  general  session  since  the 
draft  of  the  act  was  prepared.  It  will  assemble,  however,  on  the  33nd 
instant,  when  it  will  give  me  pleasure  to  submit  the  matter,  and  use  mjr 
endeavors  to  secure  favorable  action. 

Yours,  truly, 

Alexandbb  R.  Shepherd. 


Thus  it  will  be  fccn  that  the  work  of  the  Convention  is 
being  prosecuted  ih  nearly  every  state,  and  its  results  are 
already  partially  apparent  The  principle  of  reciprocity 
between  the  states  in  insurance  legislation  is  so  manifestly 
^ist,  that  it  appeals  to  the  better  judgment  and  common  sense 
of  all  who  will  take  the  pains  to  inform  themselves.  It  only 
requires  that  its  urgency  as  a  matter  of  public  policy  shall  be 
thoroughly  known,  to  ensure  the  full  attainment  of  the  end  in 
view  at  no  distant  date.  Besides  indifference  on  the  part  of 
the  companies,  no  serious  obstacle  need  be  feared,  unless,  pos- 
sibly, through  the  opposition  of  persons  in  the  so-called  ^^  four- 
per-cent  states,"  who  in  the  desire  to  bring  everything  to  their 
6wn  extreme  standard  of  reserve,  might  be  willing  to  go  to  the 
length  of  attempting  to  defeat  the  preponderant  majority  in  the 
Convention,  in  favor  of  four-and-a-half  per  cent,  if  they  could 
succeed  in  enlisting  their  state  officers  in  their  service^  There 
are  some  people  so  constituted  as  to  be  incapable  of  compro- 
mise— they  must  have  everything  or  nothing.  If  there  are 
sach  persons  inf  the  insurance  interest,  they  may  be  willing  to 
see  the  legislative  door  lefl  open  for  a  system  of  six,  eight,  or 
even  ten  per  cent  reserves,  rather  than  meet  at  a  common 
reciprocal  centre^  and  compromise  at  four-and-a-half.  Still, 
these  conservatives,  even  if  they  exist  at  all,  are  in  such  a  min- 
ority at  present,  that  it  is  not  likely  that  the  great  reformatory 
movement  will  be  checked.  Admitting  it  be  Uiie  that  the  four 
per  cent  theory  is  nearer  correct  than  any  other  (and  many  very 
respectable  authorities,  whose  opinions  are  entitled  to  the 
highest  consideration,  concur  in  so  maintaining),  there  can  at 
least  be  no  doubt  that,  as  a  matter  of  present  expediency,  and 
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public  policy,  it  is  far  better  to  place  all  the  life  insurance  com- 
panies of  the  country  on  a  four-and-a-half  per  cent  basis  of 
reserve,  which  after  a  little,  as  circumstances  should  seem  to 
require  it,  could  be  changed  to  either  a  four  or  five  per  cent, 
tlian  by  neglect  of  the  present  opportunity  for  compromise, 
to  allow  a  host  of  mushroom  corporations  to  spring  up  and 
fleece  the  public,  and  thus  permanently  injure  the  beneficent 
plan  of  life  insurance,  by  writing  policies  at  unreasonably  low 
rates  of  reserve.  "  Half  a  loaf,"  according  to  the  proverb,  "  is 
better  than  no  bread,"  and  it  may  be  that,  taking  it  all  in  nll^ 
a  four-and-a-half  per  cent  policy,  with  strict  scrutiny  of  assets 
and  conservative  management,  would  leave  the  companies  at 
the  end  of  the  next  half  century  stronger  than  the  extreme  rate 
of  four  per  cent,  with  lax  enforcement  of  the  tests  of  solvency. 
Tho>e  who  are  interested  in  the  stock  plan  of  life  insurance, 
maintain  that  this  rule  holds  even  to  the  extent  of  a  six  per 
cent  reserve.  The  general  reader,  who  may  be  curious  to 
follow  the  argument  to  its  conclusion,  should  refer  to  the  able 
papers  contributed  to  tlie  report  of  the  May  session  of  the  Con- 
vention by  Hon.  E.  A.  Rollins,  of  the  National  Life  insurance 
company  of  the  United  States,  and  John  H.  Bewley,  Esquire, 
secretary  of  the  Universal  Life  insurance  company,  of  tliis  city. 
And,  while  mentioning  Mr.  Bewley's  name,  I  desire  here  to 
repair  an  involuntary  fault  of  neglect,  by  acknowledging  my  great 
indebtedness  to  that  gentleman  for  valuable  information  and  aid 
furnished  during  the  compilation  of  my  former  volume. 

The  issue  of  this  volume  seemed  a  most  favorable  occasion  to 
place  before  the  country,  a  summary  of  the  condition  of  British 
public  opinion  upon  the  subject  of  governmental  supervision  of 
insurance  companies.  Accordingly,  on  the  27th  of  February 
last,  I  addressed  a  letter  to  Cornelius  Walford,  Esquire,  the 
eminent  English  writer  on  insurance,  asking  him  to  favor  me 
with  information  upon  the  following  points:  i.  Whether 
experience  seemed  to  demonstrate  the  necessity  for  govern- 
mental supervision  in  Great  Britain?  2.  What  was  thought  of 
our  application  of  the  system?  3.  How  far  the  inquisitorial 
prerogative  should  be  pushed  ?  4.  How  the  best  minds  abroad 
regard  the  progress  and  promise  of  tlie  American  insurance 
interest. 

The  following  is  Mr.  Walford's  instructive  reply : 
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>N,  N.W.,  Marck  15,  1872. 
\tional  Insurance  Convention 

to  state  m J  views  upon  the 
ruary  27  (but  which  has  onlj 
annot  regard  otherwise  than 
he  invitation  I  received  from 
convention,  which,  however, 
i  literary  engagements,  I  was 
he  invitation  be  renewed  on 

'OU. 

>f  jrour  insurance  superin- 
ictuaries;  and  the  presidents 
;  all  meeting  for  the  avowed 
and  shortcomings,  and,  bjr 
[noval.  I  think  such  a  cir- 
;  and  encouragement  to  the 

tiave  had  the  opportunity  o^ 
men  in  Great  Britain,  and 
governmental  supervision  of 
country,  and  speaking  gen- 
lat  something  must  be  done 
in  life  insurance  enterprises. 
:  that  something  should  be. 
ears,  been  decidedly  against 
ommercial  undertakings,  in 
growing  intelligence  of  our 
sses  to  discriminate  on  such 
yed  taking  any  steps  of  a 
on  which,  alone,  could  pro- 
*ear  I  must  not  pursue  this 

committee  was  appointed  to 
s ; — a  prudent  step  frequently 
The  committee  itself  was 
to  its  counsel  the  advice  of 
the  insurance  profession  of 
the  case  in  such  inquiries — 
was  a  very  important  and 
had  led  to  the  rapid  forma* 
period,  was  recent;  and  the 
,  and  thought  that  some  of 
Tpon  three  points  the  report 
It  the  business  of  insurance 
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companies  differed  so  far  from  ordinary  business,  as  to  justify  their 
being  dealt  with  by  a  separate  and  special  law.  That  was  in  reference 
to  their  legal  constitution.  (2.)  That  it  was  desirable  to  have  some 
test  of  the  bona  fide  intentions  of  the  promoters  of  all  such  associa- 
tions ;  and  the  committee  considered  that  the  investment  of  £10,000  in 
the  public  funds,  under  such  conditions  as  parliament  should  prescribe, 
would  be  a  sufficient  test  of  such  bona  fide  intention.  (3.)  The  com- 
mittee was  of  opinion  that  no  fixed  form  of  account,  for  the  purpose  of 
annual  returns,  could  be  framed,  **  which  would  practically  afford  any 
real  security ;"  but  a  schedule  was  recommended,  demanding  from  the 
companies,  at  stated  periods,  some  leading  information  as  to  the  capital 
and  resources  of  all  future  insurance  associations.  No  immediate 
legislation  followed ;  and  when  legislation  came,  the  first  and  second 
recommendations  of  the  committee  were  not  adopted.  The  third 
requirement  was  embodied  in  the  Companies'  Act  of  1862,  under  which 
insurance  associations  continue  to  be  regulated  on  points  of  legal  con- 
stitution. 

Now,  after  some  fifteen  years  had  elapsed  from  the  date  of  this  com- 
mittee ;  and  many  of  the  evils  which  had  been  brought  under  its  notice 
were  found  still  to  exist;  and,  had  in  the  very  circumstance  of  their 
continued  existence,  engaged  the  attention  of  all  practically  engaged  in 
insurance  enterprise,  it  was  very  generally  felt,  by  insurance  men,  that 
the  more  prudent  course  would  be  that  another  parliamentary  inquiry 
should  precede  any  new  legislation.  That  course  would  manifestly 
have  had  many  advantages.  A  new  generation  of  insurance  men  had 
become  inaugurated ;  and  these  had  the  advantage,  not  only  of  their 
own  experience,  but  of  the  recorded  views  of  their  predecessors,  to  guide 
them  to  a  sound  judgment.  The  whole  subject  could  have  been 
reviewed,  and  we  could  have  had  the  benefit  of  summoning  to  our 
counsels  some  of  those  from  your  side,  capable  of  giving  a  comprehen- 
sive view  of  the  working  of  your  system.  The  importance  of  the 
interests  at  stake,  and  the  urgent  desirability  of  doing  the  right  thing 
in  the  right  manner,  demanded  some  such  mode  of  proceeding. 

What  really  did  happen  was  this.  The  continued  failure  of  insur- 
ance projects,  and  more  especially  the  collapse  of  the  Albert  Insurance 
association,  and  the  almost  certain  collapse  of  the  European,  attracted 
the  serious  attention  of  individual  members  of  parliament  to  the 
subject.  The  newspapers,  as  representing  the  feeling  of  outraged 
policyholders,  urged  that  something  should  be  done.  The  government 
had  important  measures  which  it  was  pledged  to  put  forward,  and 
which  could  not  be  laid  aside  for  this  insurance  question,  however 
urgent  it  might  seem.  In  this  emergency  a  private  member  came 
forward,  and  introduced  a  measure  to  parliament  This  gentleman  was 
himself  above  suspicion.  He  could  have  no  motive  but  the  public 
good.  But  he  had  no  knowledge,  either  technical  or  practical  on  the 
subject  of  insurance  associations.  He  was  obliged  to  seek  advice  and 
assistance.    He  was  Hot,  to  put  the  matter  in  the  mildest  phrase. 
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fortunate  in  the  telection  of  an  adTiaer.  The  measure  produced  was 
crude,  superficial,  and  not  such  as  to  give  confidence  to  the  great 
majority  of  the  leading  officials  of  the  insurance  associations.  Sec- 
tions of  insurance  men  met,  and  took  the  measure  in  hand,  with  a  view 
to  its  improvement.  It  was  unquestiqnablj  very  materially  improved ; 
and  so  was  passed  at  the  close  of  the  session  of  187a     So  far  as  I  could 

conversing  with  our  best  informed 
iras  one  of  hope  that  good  mighty 
vouldt  result  from  it.    There  was 
r  confidence  in  its  operation,  which 
nt  interests  should  have  inspired, 
ict  of  1870,  are :  (i.)  that  every  new 
founded  should  deposit  £20,000,  to 
nd  remain  so  invested  and  out  of 
accumulated  fund  out  of  premiums 
fe  funds  of  all  offices  transacting 
is,  are  to  be  kept  distinct  from  the 
The  annual  accounts  of  every  life 
\  Board  of  Trade,  made  out  in  tlie 
addition,  certain  other  returns  are 
K>nus  investigation,  in  forms  also 
deeds  of  settlement,  or  other  form 
of  share-proprietors  in  the  joint* 
stock  insurance  associations,  are  to  be  kept  for  the  purposes  of  share- 
holders and  policyholders,  who  can  purchase  them  at  a  nominal  price. 
(5.)  Certain  returns  are  to  be  made  in  the  case  of  one  life  insurance 
association  becoming  amalgamated  with  another.     (6.)  Provisions  as 
to  when  an  insurance  association  may  be  decreed  to  be  legally  wound 
up,  in  addition  to  the  provisions  of  the  Companies'  Act  of  1862,  in  this 
respect— viz.,  whenever,  upon  an  actuarial  valuation  of  assets  and  lia- 
bilities, a  deficiency  should  be  found,  and  such  deficiency  should  not 
be  made  up  in  a  reasonable  time. 
You  will  see,  by  the  historical  sketch  here  given,  that  we  have  corn- 
supervision,  in  the  matter  of  insur- 
y  to  a  very  limited  degree, 
{dividual  opinion  upon  the  question 
igitimate  scope.     I  can  give  my  own 
than  I  can  pretend  to  interpret  the 
I — strongly  sa^tkat  tk^  only  measure 
would  have  for  all  insurance  associa- 
nth  all  joint  stock  associations — such 
ler  the  management  at  once  accounta- 
for  all  unsound  management,  and  to 
feasance  or  breach  of  trust;  and  for 
isses  (as  distinguished  from  trading 
law,   that  they  should  file,   annually, 
emplify  their  business  dealings,  and 
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financial  positions — such  accounts  as  anj  twelve  men  practicallj  con- 
versant with  the  particalar  branch  of  business  in  which  such  class  of 
company  was  engaged,  should  ditermine  were  sufficient  for  the  par- 
pose  in  yiew.  These  accounts  I  would  have  published  annually  in  a 
cheap  form  adapted  to  general  distribution — as  our  ordinary  parlia- 
mentary documents  are  published.  Regarding  any  special  supervision, 
I  would  have  one  person  selected  by  the  vote  of  the  chief  officers  of  all 
the  insurance  offices,  say  once  in  three  or  five  years.  He  should  be 
paid  a  sufficient  salary;  and  his  duty  should  be  personally  to  investi- 
gate each  balance-sheet  filed — with  ample  powers  of  reference  to  the 
accounts  of  all  the  associations ;  and  to  each  balance  sheet  he  should 
affix  his  certificate  of  approval,  or  otherwise,  before  publication,  and  for 
publication.  Each  association  to  have  the  right  of  filing  any  reply  to 
the  ruling  of  this  inspector,  superintendent,  or  examiner — whatever 
he  might  be  called,  within  twenty-one  days  after  notice  thereof. 

The  consequences  which  would  fiow  from  this  method  would  be  direct 
and  simply.  Everybody  would  see  both  sides  of  the  cafte  at  one  and  the 
same  time ;  and  the  public  press,  and  the  insurance  press  especially, 
would  see  that  fair  play  was  had  by  all  parties.  One  injustice  I  would 
most  especially  avoid  in  the  publication  of  the  accounts :  and  that  is 
the  **  alphabetical  arrangement,"  by  means  of  which  the  very  young 
and  the  very  old  offices  are  brought  into  most  unjust  contrast  The 
arrangement  should  be  chronological — an  index  would  meet  all  alpha- 
betical requirements. 

Passing  to  the  continent  of  Europe  for  a  moment,  none  of  the  coun* 
tries  there  appear  to  have  any  modem  code  for  the  regulation  of  insur- 
ance associations,  from  which  any  useful  lessons  can  be  drawn.  Some 
of  their  ancient  insurance  codes — in  many  cases  devised  centuries  i^o, 
at  periods  which  we  have  been  taught  to  regard  as  the  dark  ages— are 
models  of  prudence  and  foresight,  viewed  in  regard  to  the  purposes 
for  which  they  were  specially  designed.  We  hear,  from  time  to  time, 
of  a  forthcoming  general  insurance  law  for  Germany ;  also  for  Italy. 
From  our  English  point  of  view,  most  of  the  European  countries 
appear  to  su£fer  from,  rather  than  to  be  benefitted  by  governmental 
supervision.  It  would  be  a  great  blessing  if  one  could  do  in  Europe, 
what  you  are  doing  in  the  United  States;  viz.,  organize  a  Convention 
for  the  purpose  of  harmonizing  the  regulations  for  insurance  associa- 
tions, and  making  them  in  the  end  uniform.  I  see  no  chance  of  this. 
The  laws  and  customs  of  these  old  countries  differ  even  more 
than  their  languages;  and  political  jealousies  stand  in  the  way  of  many 
needed  modifications  of  international  polity. 

In  the  preceding  observations,  extending  to  a  length  which  I  had  no 
intention  of  being  guilty  of,  I  have  answered  several  other  of  the  ques- 
tions put;  viz.,  how  far  my  experience  justifies  governmental  super- 
vison?  and  how  far  the  inquisitorial  functions  should  extend.  If  I 
have  not  answered  these  more  directly,  it  has  been  because,  in  their 
ytry  nature,  tlie  questions  did  not  admit  of  more  direct  answer.    I 
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htre  deferred  to  the  Ifttt  Anr  ezprettion  of  rfewt  as  to  jrour  other  que»- 
tiont— T1Z.,  at  to  what  I  think  of  jour  application  of  the  sjttem  of 
iofurtnce  in  the  United  Statet?  and  how  our  best  minds  regard  the 
progress  and  condition  of  the  insurance  interest  in  America? 

Taldng  up  your  last  question  first,  I  feel  obliged  to  admit  that  manj 
of  our  greatest  insurance  authorities  here  do  not  appear  to  have  made 
themselves  ytrj  familiar  with  the  leading  features  of  jour  sjstem. 
Nor  is  it  verj  easj  to  do  so.  The  reports  of  some  of  jour  insurance 
tDperintendents  reach  us,  and  are  read.  Thej  furnish  the  results 
obtained  in  certa*ln  states.  It  is  not  their  province  to  do  more.  If  the 
reports  of  all  the  superintendents,  commissioners,  and.  comptrollers  of 
ill  the  states  came  to  hand,  we  could  never  read  them  at  all.  Knowing 
the  jealousj  which  exists  on  jour  side  oh  the  question  of  state  rights, 
I  had  ceased  to  hope  for  anj  central  bureau  for  the  regulation  of  insur- 
ance interests.  Upon  the  National  Insurance  Convention,  therefore,  it 
mott  fall  to  provide  such  summaries  of  the  business,  and  such  abstracts 
of  the  laws  of  the  several  states— until  jou  succeed  in  making  them 
all  uniform — as  will  enable  Europe  to  understand  alike  the  magnitude 
and  the  method  of  jour  insurance  transactions.  You  have,  in  the 
United  States,  no  Institute  of  Actuaries,  as  we  have,  before  which  to 
ventilate  new  points  in  the  theorj  and  practice  of  insurance.  You 
have  no  assurance  magazine  bj  means  of  which  to  promulgate  the 
papers  submitted  for  discussion,  for  the  benefit  of  those  who  cannot 
personallj  attend  the  meetings — and  to  gather  up  the  criticisms  which 
arise  upon  them.  But  I  look  to  jour  National  Insurance  Convention, 
by  means  of  its  annual,  or  more  frequent,  reports,  to  accomplish  for 
70U  these  things.  Make  these  reports  known  in  Europe — thej  will  be 
read  in  the  ratio  in  which  thej  are  made  obtainable ;  and  we  shall 
understand  jour  sjstem.  I  even  hope  we  shall  copj  some  of  jour 
improvements,  at  least  adapt  them  to  the  state  of  circumstances  on  this 
tide.  You  have  learned  from  us ;  and  I  have  seen  enough  of  jour 
methods  to  know  that  we  maj  learn  from  jou. 

Several  jears  since,  the  one  feeling  here  was  that  of  surprise  at 
the  magnitude  of  jour  life  insurance  transactions.  We  learn  from  jour 
insurance  newspapers— those  wonderful  instances  of  individual  enter* 
prise  in  development  of  a  class-interest — that  the  high  ratio  of  new 
business  has  not  been  maintained.  The  causes  which  led  to  that  sudden 
development  were,  of  course,  much  less  general' j  understood  on  this 
side  than  on  jour  own.  I  know  that  manj  of  jour  insurance  men 
regarded  them  as  exceptional.  I  observe,  however,  with  pleasure,  that 
the  average  life  business  of  the  last  two  jears  is  still  far  bejond  that  of 
the  jears  preceding  the  spurt  to  which  I  refer.  When  I  see  the  aggregate 
annual  new  life  insurances  effected  here  begin  to  increase,  I  shall  begin 
to  have  more  faith  in  our  recent  insurance  legislation.  I  do  not  know 
that  I  shall  ever  agree  with  anj  measure  which  aims  at  extinguishing 
the  enterprise  of  new  offices.  The  new  offices  have  had  manj  faults  to 
stone  for.     Thej  were— that  is,  their  founders  were— too  often  extrava- 
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gant,  and  eren  reckless.  But  thej  gave  rise  to  some  real  improvements, 
and  carried  the  blessings  of  insurance  into  grades  of  society  which  the 
older  offices  had  utterly  failed  to  reach.  If,  in  the  earlier  half  of  the 
present  century,  it  had  been  necessary  to  deposit  £20,000  prior  to,  or 
simultaneously  with,  the  founding  of  an  association  for  the  insurance 
of  lives,  I  venture  to  think— and  I  speak  with  some  knowledge  of  the 
early  history  of  the  offices  I  am  about  to  name — that  we  might  not,  at  the 
present  moment,  have  been  blessed  with  a  London  Life  Association,  a 
ScottisFi  Widows'  Fund,  or  a  National  Provident  Institution  I  And  do 
you  think  that  a  deposit  of  £20,000,  to  be  repaid  when  the  premium  fund 
had  accumulated  to  £40,000,  would  have  prevented  the  collapse  of  the 
Albert  or  the  European,  each  with  its  hundreds  of  thousands  of  pounds 
of  annual  income? 

But  I  have  still  your  most  perplexing  interrogatory,  implied  rather 
than  expressed,  staring  me  in  the  face :  What  do  I  think  of  your  insur- 
ance system  as  a  whole?  You  cannot  charge  me  with  shirking,  in  the 
main,  your  questions,  or  the  considerations  which  grow  out  of  them. 
If  I  had  felt  for  a  moment  that  you  were  not  sincere  in  your  solicitation 
of  my  opinion,  or  that  I  must  exercise  any  mental  or  verbal  reservation, 
I  should  simply  have  thanked  you  for  the  courtesy  of  your  offer,  and 
declined  it.  I  can  only  answer  your  question  by  asserting  a  self-evident 
proposition,  viz :  that  the  result  ka$  for  ike  present  f  roved  tie  system  a 
success.  If  I  had  not  had  an  opportunity  of  personally  knowing  the 
care  taken  in  the  selection  of  lives  by  your  leading  offices — equal  tc 
anything  practised  here  by  the  most  conservative  of  offices ;  if  I  had 
not  known  these  things  beyond  the  reach  of  a  doubt,  I  might  have  been 
disposed  to  think  that  you  had  violated  an  old  English  proverb,  bj 
'*  making  more  haste  than  good  speed."  In  other  words,  I  should  have 
known  that  the  larger  number  of  badly-selected  lives  taken,  the  greatei 
would  be  your  final  disaster;  and  that  the  magnitude  of  your  fundi 
would  only  be  equalled  by  the  magnitude  of  the  distress  consequen 
upon  your  final  collapse.  The  knowledge  I  have  acquired  gives  m( 
faith.  I  hear  the  subject  of  your  high  commissions  for  new  business 
and,  .indeed,  the  high  ratio  of  your  general  expenses  upon  the  net 
premiums  resulting,  not  unfrequently  discussed.  They  are  indeed  dis 
cussed  freely  in  the  newspapers  on  your  side  as  well  as  here.  But 
know  that  the  '*  brokerage  *'  system  of  agency-commission  makes  you 
early  expenses  appear  unduly  heavy,  while  you  expect  an  ampl( 
compensation  in  the  fact  of  the  policies  being  free  from  all  renewa 
commissions.  And  I  feel  that  your  actuaries — than  whom  the  worh 
has  produced  none  more  able — are  fully  capable  of  weighing  well  thes( 
things.  If  they  err  in  any  of  these  respects,  they  err  in  the  light  of  ful 
knowledge,  and  will  not  have  even  the  shadow  of  an  excuse  to  plead  ii 
condonation  hereafter.  And  I  have  a  yet  greater  faith  in  you  as  \ 
people,  namely:  that  whenever  the  system  you  are  pursuing  show 
itself  no  longer  adapted  to  your  requirements,  you  will  reconsider  it 
modify  it ;  or  for  ever  abandon  it. 
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nediate  scope  of  jour  com- 
men  of  the  two  countries 
lajr  offer.  We  are  of  one 
r  of  life  insurance,  at  least, 
are  in  advance  of  all  other 
presidents,  actuaries,  and 
>]d  world."  Take  us  on  the 
R  heartj  welcome.  We  will 
ill  learn  from  jou,  and  jet, 
wledge.  Just  as  we  become 
trust  in  each  other  increase, 
tio  visit  jour  side  will  meet 

ten  as  thej  are  while  I  am 
nted  with  printers'  devils  1 
jour  injunctions,  and  miss 
to  jour  president, 
lost  trulj, 

CORNKLIUS  WaLFORD. 

>rganization  of  the  Joint 
iw  United  States  Mortal- 
i  following  circular  was 
a  designated  by  the  Con- 
>ininission : 

23,  1871)  of  the  adjourned 
ttion  of  the  United  States, 
e,  Insurance  Commissioner 
can  Experience  Table,  being 
anj,  and  for  a  limited  num* 
a  hjpothetical  computation. 
I  a  more  exact  table  should 
cperiences  of  various  com* 

the  rate  of  mortalitj  within 
te  estimate,  it  is  necessarj  to 
established  companies.  He 
d  resolution : 

1  of  the  actual  experiences  of 
>trating  and  establishing  the 
tiin  their  own  field  of  opera- 
and  important ;  therefore, 
a  committee  to  report  the 
:uarie8  and  managers  of  life 
a  Joint  Special  Commission 
ta,  and  to  compile  therefrom 
ence  table  of  mortalitj. 

ted,  and  comprised  Messrs. 
Y\  Caldwell,  Indiana;  Fack- 
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ler,  Tennessee;  and  Finch,  North  Carolina.  On  the  following  daj, 
Mr.  Kelsej,  from  the  Committee,  reported  the  following  gentlemen  to 
compose  the  Joint  Statistical  Commission  to  construct  the  new  United 
States  Mortality  Table : 

Imsurauc€  OficiaU:  Insurance  Commissioner  of  Massachusetts; 
Superintendent  of  Insurance  of  New  York ;  Superintendent  of  Insur- 
ance of  Missouri;  Insurance  Commissioner  of  New  Hampshire; 
Insurance  Commissioner  of  Kentucky. 

Actuaries :  Elizur  Wright,  Massachusetts ;  Sheppard  Homans,  New 
York;  D.  Parks  Fackler,  New  York;  Edwin  W.  Bryant,  for  Connecti- 
cut; William  E.  Hanrey,  for  Illinois. 

Managers  of  Life  Companies :  President  Mutual  Life  insurance 
company,  New  York ;  President  New  England  Mutual  Life  insurance 
company,  Massachusetts;  President  Mutual  Benefit  Life  insurance 
company,  New  Jersey;  President  Connecticut  Mutual  Life  insurance 
company,  Connecticut;  President  Penn  Mutual  Life  insurance  com- 
pany, Pennsylvania;  President  Northwestern  Mutual  Life  insurance 
company,  Wisconsin ;  President  National  Life  insurance  company,  of 
the  United  States. 

I  have  now  the  honor  to  request,  on  behalf  of  the  National  Insurance 
Convention,  that  you  will  accept  the  appointment,  and  notify  me  of  the 
fact  at  your  earliest  convenience.  This  great  and  historical  work  will, 
of  necessity,  require  several  years  for  its  accomplishment;  but  the  labor 
will  principally  devolve  upon  the  sub-committee  of  actuaries,  and  the 
clerical  force  by  them  employed.  Upon  my  receiving  notice  of  the 
acceptances  of  all  the  appointees,  I  will  request  the  mover  of  the  reso- 
lution, Mr.  Clarke,  to  either  call  a  meeting  or  devise  other  means  for 
consultation.  He  has  recently  informed  me  that  he  expects  '<  to  be  able 
to  devote  sufficient  time  to  this  service,  during  the  present  year,  to  get 
the  matter  fairly  under  way." 

I  hardly  think  it  will  be  necessary  for  me  to  present  any  arguments  to 
influence  your  mind  to  accept  this  honorable  appointment,  and  give  the 
matter  your  earnest  and  constant  support.  It  is  so  vital  in  importance 
to  every  American  life  insurance  company,  that,  now  that  a  new 
mortality  table  can,  for  the  first  time,  be  constructed  under  govern- 
mental supervision,  and  with  strict  impartiality  record  the  experience 
of  every  company  throughout  the  United  States,  the  movement  must  be 
appreciated  and  supported. 

You  will  confer  a  favor  by  acknowledging  the  receipt  of  this  letter  by 
the  return  mail,  so  that  I  may  announce  the  organization  of  the  Joint 
Special  Commission  in  the  ofiicial  report  of  the  October  session,  which 
is  just  ready  to  issue  from  the  press. 

The  responses,  thus  far  received,  have  l>een  very  satisfactory, 
all  of  the  insurance  officials  and  actuaries,  and  the  Presidents  of 
the  Mutual  Life,  Connecticut  Mutual,  and  National  Life  insur- 
ance companies  having  notified  me  of  their  acceptance  of  the 
appointment,  and  desire  to  co-operate  in  the  work.    Mr.  Clarke 
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mibrms  me  that  he  will  do  nothing  more  at  present  than  take 
tbe  preliminary  steps.  Meanwhile,  the  Convention  meets  on 
the  diird  Monday  of  October,  proximo,  when  vacancies  can  be 
filled,  and  all  minor  details  arranged. 

The  two  sessions  that  the  Convention  has  already  held  were, 
it  must  be  understood,  of  a  preliminary  nature,  and  it  was 
beyond  the  province  of  its  officers  to  prescribe  conditions  of 
membership.  Beyond  calling  the  attention  of  the  appointing 
power  in  the  several  states  to  the  desirability  of  sending  no  one 
u  a  delegate  whp  was  interested  in  any  individual  company, 
they  could  do  nothing.  Appointments  had,  however,  been 
already  made,  in  two  or  three  instances,  before  receipt  by  the 
goveraors  of  states  of  the  secretar3r's  circular  letter  of  August 
lut,  and,  consequently,  several  gentlemen  interested  in  private 
corporations  presented  their  credentials,  and  were  admitted. 
While  nothing  whatever  occurred  during  the  session  to  reflect, 
in  any  degree,  upon  the  impartiality  of  these  delegates,  and 
while  the  most  cordial  personal  relations  were  established  with 
them,  the  Convention,  in  framing  the  Constitution  for  the  per- 
manent organization,  wisely  decided  that  membership  should 
hereafter  be  strictly  confined  to  state  officers,  or  persons  wholly 
isconnected  with  any  private  company.  As  a  matter  of  inter- 
ttt,  especially  to  the  trans-Atlantic  readers  of  this  volume,  I 
print  the  commission  of  the  delegate  from  Nevada  (the  Gov- 
^or's  private  secretary),  who  travelled  more  than  five  thousand 
loiles  to  attend  the  October  session.     It  reads  as  follows : 

State  of  Nevada,  > 

Executive  Department,  J 

Carson  City,  October  6,  1871. 
To  whom  it  may  concern  i 

^ow  je,  that  I,  L.  R.  Bradley,  governor  of  the  state  of  Nevada,  do 
J'wcby  appoint  C.  H.  Belknap  the  delegate  of  the  state  of  Nevada  to 
*<  NatioDal  Insurance  Convention,  to  be  holden  in  the  city  of  New 
York  on  or  about  the  eighteenth  day  of  October,  instant;  and  do 
weby  fonnally  authorize  and  empower  him  to  act  as  such  delegate. 

In  testimony  whereof,  I  have  hereunto  set  my 
The  great  seal         hand,  and  caused  to  be  affixed  the  great  seal  of 
of  the  the  state  of  Nevada.     Done  at  Carson  City  the 

8Ut^f  Nevada.      6th  day  of  October,  A.  D.  1871. 

L.  R.  Bradley, 
.  Governor  o/ikt  State  of  Nevada. 

]•  D.  Minor,  Stereiary  of  State, 
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And,  now,  nothing  remains  but  for  me  to  ask  of  all  penont 
interested  in  insurance,  a  careful  attention  to  the  subject  of  tiiis 
Convention  and  its  work.  The  task  was  a  difficult  onCy  but  still 
its  progress  towards  completion  shows  that  it  was  practicable ; 
and  there  seems  to  be  no  possibility  of  a  failure,  unless  the 
leading  companies  of  the  United  States  should  withdraw  their 
countenance  and  support  at  this  critical  juncture.  The  troubles 
that  have  beset  the  insurance  business  have  resulted  from  local 
causes,  to  which  I  have  already  sufficiently  adverted.  The 
association  of  the  superintending  state  insurance  officers  into  a 
congress  where  mutual  enlightenment,  mutual  aid,  and  mutual 
reciprocity  prevail,  and  at  whose  bar  every  branch  of  the  trade 
can  be  sure  to  have  the  opportunity  to  recite  its  grievances,  and 
demand  its  remedy,  is  an  event  of  more  importance  than  any 
other  that  has  occurred  since  the  first  day  on  which  the  pioneer  • 
American  underwriting  company  wrote  its  first  policy.  In  the 
language  of  the  admirable  insurance  commissioner  of  New 
Hampshire  (report  of  June  1872  to  the  governor,  and  senate 
and  house  of  representatives)  : 

"It  is  believed  that  this  annual  conference  will  result  in  greatly  htr^ 
monizing  conflicting  insurance  laws,  promoting  friendly  inter-state 
relations  and  a  more  intelligent  state  supervision,  and  in  securing  to 
the  public  reliable  insurance." 

Where,  before,  all  was  disorganization,  we  now  have  the 
promise  of  discipline ;  where  all  was  chaos,  we  now  see  order 
and  system ;  the  rights  of  all  are  likely  to  be  protected  and  the 
interest  of  none  betrayed ;  or,  as  the  respected  commissioner  of 
Maine  observes  (in  his  fourth  annual  report  to  the  legislature) : 

'*  Instead  of  thirty  separate  department,  like  so  many  separate  detach- 
ments under  different  leaders  in  battle  fighting  an  organized  foe,  there 
is  now  as  it  were  one,  composed  of  so  many  different  members  all 
acting  in  unison  for  a  common  end,  with  common  weapons.  The  verj 
intimacy  thus  formed  between  the  different  members  of  the  corps  if 
itself  a  great  gain,  each  being  as  it  were  now  enlisted  in  the  general 
cause,  and  not  solely  for  his  own  partial  jurisdiction.'* 

If  the  past  is  full  of  trouble,  the  future  is  full  pf  promise.  We 
now  know  that  most  of  the  causes  of  complaint  were  due  to 
ignorance,  local  prejudice,  and  want  of  common  mutual  under- 
standing.    And  so  we   euter  upon   the   second   year  of  the 
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National  Insurance  Convention  of  the  United  States,  with  the 
most  cheering  assurance  of  the  ultimate  accomplishment  of  its 
catholic  and  statesmanlike  design* 

H.  S.  O. 
Ni*  York,  Junt^  187a. 
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On  page  20,  in  the  fourth  line  from  the 
^^insurance  companies'*  should  read  '^insuranc 
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LIFE  COMPANIES. 
Tabular  Digest  of  the  laws  of  the  different  States  respcctiog  the  business  of  Life  Insurance 
Insurance  Convention. 


Stats. 


State  Official  in 
chari^  of  Insurance. 


Arkansas.., 


California . 


Colorado. 


Connecticut . 


Georgia. 


Illinois. 


Indiana . 


Iowa. 


Kentucky. 


Comptroller  of  State. 


Com'sionerof  Public 
Works,  txofficto  In* 
spector  of  Insurance. 


Insurance  Commis'er. 


None  giren 

Insurance  Commis'er. 


Dist.  of  Columbia. . . 

Delaware 

Florida 


State  aper  cent.  County  |io  to  $15  each  Agent 
and  City  ^  to  a  per  ct.     Tax  on  seal  and  cer- 
tificate, $5  to  $7.50.. 


Ann'l  return  in  May  of  1 
amoimts  of  receipts  to  1 
be  made  to  Clerk  of 
Co.,  and  taxed  as  per- 
sonal property. 

State,  I  per  cent 


State,  I  percent.  County, 
about  I  per  cent. 


a  per  cent . 


None  given 

Secretary  of  State.. 
None  given 


Comptroller  GenM  of 
the  State. 


Superintendent  of  the 
ns.  Department. 


Auditor  of  SUte.. 


Auditor  of  State . 


Superintendent  of  In 
surance. 


Insurance  Commisiar 


t  per  cent.. . . 
%%  per  cent  * 


I 
Tax  on  Receipts.       I        License  Fees. 


State  and  City  abont 
•as  to  $30,  q»tterly. 


$50  annually . 


State,  I  per  cent.  City 
licensees  10,  City  taxes 
&  County  taxes,  q'rly. 

None 


$10 

Bach  Ag*t  $35,  annly. 

Each  Ag^  $xo  yearly, 
City  $25  and  $40. 

$a  50  each  Agent .... 


$5  each  Agent.. 


None. 


None. 


State  a  per  cent.. 


State,  aK  percent.. 


$a    for    eadi   Agent 
(semi-annually). 


$5  for  each  Agent. . 


$a  for  cnch  Agent 
School  fund,  ann'ly, 
$5.  State,  #50. 


$10  for  each  Agent, 
annually.  City  oi 
Louisville,  ^aoo. 
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UFE  COMPAxNIES. -TABULAR  DIGEST. 
ComiMiues.    CompUed  for  this  Tolame  by  Hbnby  S.  Olcott,  Seowtary  of  the   National 


Filing  Papers. 


Statements  and  other 
Papers  reqnirod. 


Jodce  of  Prob. 
0»aft«.  $5; 
8tateni*t,  ^5a 


Sach  Coun^  filinir  #5 
Copring  $aand$3, 
Stat'ment  annually 
inJnJy. 


pttper$c 
Copy  Boofti 
tajo.  State- 
ment $so. 


Names  of  Ag^ 
to  be  filed  with 
Comply  CPks. 

gxo  for  Certifi- 
cate, Copy  of 
Report  of  $5. 


Stafrment  annually  to 
Dec  3'»  P'o'wer  of 
Attorney  and  Certif. 
of  Valuation. 


Charter.       #30, 
Statemt  #ao. 


Okarter  f^o, 
Statem>t  $10, 
each  Certifi- 
cate $9,  fixing 
aealTi. 


naify 


annual 
Statement,  in< 
dadingistap> 
pUoition.  $5, 
each  certificate 
#1,  Talnatioaf 
<  ct>.  oncveiy 
ii^ooo. 


Statement    #90.  Statement, 


certiiicate  ot 
DepomU  tio. 
Certificate  oi 
▼aioatlon  $tO' 


of  Attorney, 
Statement  and  other 
Papers,  Certificate 
of  value  of  Bonds 
and  Mortgages. 


SUtement.  Charter  A 
Certif.,  if  no  change 
Certif.  of  Deposit. 

Staemt.  List  ot  Ag'U, 
Schedule  of  Mort' 
gage,  Mass.  Certif 
of  Val  nation,  Certif  J 
of  Deposit,  Li^t  of 
Policies  not  in  furcc. 


Miscellaneous. 


Deposit. 


Legislation. 


Not     less  I  Reciprocal, 
than       I 
$10,000.' 


State 
Bonds 
$3aooo 


Not     less  Reciprocal, 
than 

$10,000. 1 


Annual  Stat*mts 
to  be  publish- 
ed  in  a  daily 


Statement  semi-annu- 
ally. Copies  to  bei 
filed  in  oftch  County! 
by  each  Agent.         ' 

Statement,  Certificate 
of  Valuation,  Appt 
of  Agents.  Ccrtf. 
ValuiSion  of  Bonds 
and  Mortgages, 
Certificate    of   De- 


posit. 


Copy  of 
Certif.  Vain.,  Appt 
of  Agents,  Power  of 
Atty.,  Certificate  of 
Deposit. 

Deserve  list  of  Poli- 
cies, N.  Y  Valua'n 
of  dfo.,  Certificate  of 
Deposit,  Certificate 
Val.  Bonds  and 
Mortgages,  Power 
of  Attorney. 


In  organising 
Company  in- 
tention must 
be  published 
in  newspaper 
of  County  for 
six  weeks. 


$so,ooo. 


Reciprocal. 


Reciprocal. 


I 


Reciprocal. 


,  Reciprocal. 


I 


I 


Forbids  re- 
moval   to 
U.  States 
Courts, 
Recipro- 
cal. 


Valuation. 


3  cents  per 

$1,000. 


id  for  each 
$1,000. 


3    cent    per 
$1,000. 
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State. 
Louisiana 

Maine 

Maryland 

NoTK.— The  Recip- 
Massachasetts.. . . 

Michigan 

Minnesota. 

Mississippi 

Missouri 

Nebraska 

Nevada. 

New  Hampshire.. 
New  Jersey 


rocal  General  Act  of  the    National    Conven> 
Insurance  Commissi- 


State  Official  in 
charg-e  of  Insurance. 


Secretary  of  State. 


Insurance  Commiss'r 


Insurance     Commis- 
sioner. 


Commissioner  of  In< 
surance. 


Insurance  ComVr.... 


Auditor    of     Public 
Accounts. 


Superintendent  of  the 
Insurance  Dept. 


Auditor  of  State. 


Comptroller  of  State- 


Insurance  Commissi 


Secretary  of  State. 


Taxes  on  Receipts. 


State,  I  percent. 


None. 


1%    per   cent  on 
premiums. 


tion     was,     in     sub- 


I  per  cent  per  $1,000  of 
Policies  iorValuation. 


'Speiflc"   Tax,  3   per 
cent.  City  Taxes. 


Reciprocal  General  In> 


Privile^    Tax    $1,000 
suinuaily. 


None. 


Gross  Receipts  taxed 
at  same  rate  as  other 
property. 


Siate,  1  per  cent 
State,  1  per  cent. 
State,  3  per  cent. 


License  i-  ecs. 


$1,000  Annually.  City 
of  New  Orleans, 
each  Company  $500 
annually. 

License  $JO,  remova- 
ble yearljr  July  i. 
Agents'  llicense  $1, 
removable  yearly. 


$300,  which  is  inclu- 
ded in  the  tax  of  ^}{ 
percent. 


surance  Act  of  the  Na- 


Each  Agent  $a.co, 
Sute  $100,  City 
$150,  CountT  $50, 
Travelling    Agent. 

$1/X)0. 

St.  Louis  $aoo,  Co. 
$30,  City  Permits, 
each  $6,  $30  each 
County 


$a  eacn  Agent . 


Each  Agent  $15. 
quarterly. 

State  License,  $5  an- 
nually; Fee  for 
License,  $1. 

Annually  $50. 
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^Pipen. 


Statement,  etc.. 


Statement,  Power 
Attorney. 


CBPIM  of  pft. 

ptrniQioii. 
*^  pused 

CInkr 


Ststement*. 


April  6, 187a. 

Statement,  Power 
Attorney. 


Cettlfictfe^^i 


5»t«tof«S; 


Statements  and  other 
Papers  required. 


ofjAnnnal  State- 
ment to  be! 
published  3 
weeks  sue-' 
ceedinp  in  a, 
daily  or  w'kly. 
paper.  1 

Coromiss'n'r  tOi 

fublish  each  I 
anein  a,  Bal- 
timore papers 
Ust  of  Ag'ts. 


of 


BnsiaeaainMichJK'n, 
Power  of  Attorney, 
Certi£.  of  Deposit, 
Certif.  of  Valuation, 
SchL,etc. 

tioo,  passed,  in  sub- 

Statement«  etc.,  Power 
of  Attorney. 


Statement,  Valuation 
Bonds  and  Mort- 
gage Certificate  of 
Deposit,  Certificate 
Valuation  Polieles, 
N.Y. 

Copy  ofStatement  and 
Certificate,  Power  of 
Attorney. 


Power  of  Attorney, 
Certif.  of  Afrency, 
Copy  of  Bond. 

Certified  copy  of  Char- 
tisT  and  Statement, 
Power  of  Attorney. 


Miscellaneous. 


None . 


Deposit. 


stance,  Feb.  39, 

Advertising  in 
each  C^nty 
$aoto#3a 


Copy  of  State- 
ment and  Cer- 
tificate to  be 
published  one 
week  in  daily 
and  4  weeks 
in  weekly 
newspaper— 
if  no  daily, 
weekly  will 
suffice. 


187a.. 


$ao,ooo. . 


50  per  ct, 
of^prem, 
received 
until  it 
amounts 

to 


Legislation 


Reciprocal. 


Reciprocal. 


Reciprocal. 


Reciprocal. 


Reciprocal. 


Valuation. 


cent    per 
$i/)oo. 


cent    per 
$i,ooo.... 
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Statb. 


SUte  Official  in 
charge  of  Insurance. 


New  York Superintendent  of  the 

'     Insurance  Dept. 


North  Carolina. 


Ohio. 


Oregon. . 


Pennsylvania.. 


Rhode  Island  . 


South  Carolina . 


Tennessee. . 


Texas. 


Vermont . 


Virginia . 


West  Virginia . 


I  None  desij^nated  in 
General  Statutes  of 
United  Siates. 


Auditor  of  SUte.. 


None  desiffnated  in 
General  Statutes  ot 
United  Sutes. 


Auditor  General.. 


State    Auditor,    sole 
Ins.  Commissioner. 


Comp't  Gen'l  of  State 


Secretary  of  SUte, 
Compiler  of  Treas 
ury,  and  Treasurer 
Board  Ins.*  Com- 
missioners. 


None  designated . 


Bond  Ins.  Com'rs  con- 
sisting of  the  Sec.  St 
Treas.  of  the  State. 

Auditor  of  Pub.  Ac'ts 
of  the  State. 


Auditor  of  Sute.... 


Taxes  on  Rece 


State  I  per  cent  ol 
receipts  and  li 
to  County  Ta 
besides. 

State,  a  per  cent.. 


Tax  un  Deposit. . 


Sute,*3  per  cent. . 


State,  a  per  cent. . 


None . 


li  per  cent . 


State,  t5ooAnnu 


State,  a  per  cent. . 


State,  a  per  cent. . 
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Fai.cPN>«..i«^S^u^^«' 


Charter 
Statemt 


my  seal  ^i 


1*^ 


;,  affix- 


StateiDcnt,  Certificate 
of  Aaihority,  etc. 


'Statemeat,      Agent's 

.    Coaaisskxi       ami 

Laoensc. 


Aaooal  Statemt 
$jo,  CextU*.  of 
author^  each 
#5.  affixing 
seal  $1 


Statement,  Certificate 
A  Deposit.  Fower 
Of  Attorney. 


Certificate  of^  Recording  Certificate 
Deposit  $  lo.  of  Deposit  and  issu- 
ing such  Certificate 
fas,  issuing  license 
^lo,  Power  of  Attj. 
in  each  County. 


Statement  #50.. 


Statement,  Fower  ofJThi 
Attorney,  Bond. 


tnrcs  in  Tennessee, 
Power  of  Attorney. 

Certified     copies     oft. 


Copy    of    Power 
Att>y,  Charter  and 
Statement. 


Statement,  ^ 

Jkc,  power  of  Att'y, 


Statement,  etc.,  of  In- 


T\>wei  01  Atty,  copy  of 
Charter  A  Statement. 


POwei  of  Attorney  A 


Statement,  Power  ol 
Attorney,  etc. 


Miscellaneous.  {  Deposit 


J- 


roe  times 
week  for  three 
weeks  in  city 
or  Co.  where 
located* 


of  Statement  lor  3 

^     weeks  in  Ca 

where  located 


$100,000 
from 
foreign 
com  pa* 
nies. 


•^rs.^ 


None. 


State 
Bonds. 


Not  < 
ceeding 
$50,000, 
nor  less 
than 
$10^000, 
in  State 
or  U.  S. 
Bonds 

$35,00   in 
State  or 
U.  S. 
Bonds, 


Legislation 


Reciprocal. 


Reciprocal. 


Reciprocal. 


Reciprocal. 


Valuation. 
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Statb. 

State  Official  in 

Taxes  on  Receipts. 

License  Fees. 

Wisconsin 

Wyoming  Territory. 

SecretajT  of  Sute  and 
ez-Officio  Commis- 
missioner  of  Insur- 
ance. 

None  designated. .... 

State,  $300  in    Ueu   of 
Taxes. 

Bach  County,  all  sorts, 
1.5  per  cent  to  i  1-5 
per  cent. 

(a)  Bond  of  $1000  required. 

(b)  $ao  annually  for  each  Agent  may  be  paid,  in  lien  of  tax,  by  any  Company  whose  State 
does  not  require  more. 

(c)  Tax  may  be  reduced  to  one-half  of  one  per  cent,  if  Company  holds  bonds  of  State,  or 
h&B  loaned  on  bond  and  mortgage  an  amount  equal  to  one-halt  of  the  gross  receipts. 

(</}  State  Treasurer  for  keeping  such  deposits,  and  returning  to  depositor  coupons  on  all 
bonds  deposited,  one-eighth  of  i  jier  cent  per  annum  on  all  amounts  so  ^         '' 
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Rliag  Papers, 


Statements  and  otHer 
Papers  required. 


SWement  |js, 
Agei  CertiT. 


Statement,  etc..  List 
of  Agents,  Power  of 
Attorney  .Certificate 
of  acknowledge- 
ment.  Certificate  of 
Valuation. 

Statement  from  Ag^, 


Miscellaneous. 


Deposit. 


Reciprocal. 


Legislation 


Valuation- 


cent    per 
$»,ooo. 


(/I^  of  |e,ooo  required  from  Agent. 

\^)Jon^  in  1 1,000  required  from  Agent. 

Bood  of  not  less  than  $i,ooo  nor  more  than  $5/X)0  required. 
L  if  iaI°^^  conns  of  the  several  counties  shall  have  power  of  levying  taxes  equal  to 
«aif  of  the  tmountt  herein  levied^ 
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Statk. 

required. 

State  Taxes. 

State 
License. 

County 
License 
or  Tax. 

Alabama        

I  per  cent  on 
gross     pre- 
miums less 
expenditure 

Same    as    on 
other      per- 
sonal    pro- 
perty. 

a  per  ct.  A  35 

cent  stamp 
tax  on  each 
$1,000. 

1     per     cent 
Ter.  tax. 

|»... 

Arkansas 

$ao,ooo  State  Bonds 

^Ann*! 

California....... 

$f»,  B'nd  of 
$a,oooreq>d 
from    each 
Agt  as  se- 
curity   for 
payment  of 

Stle- 
ment 
ieq»d 

$»... 

Colorado        . . 

Connecticut 

$10... 

Delaware... ..... 

$100, 

$s5eachAgt 

Dakota 

Florida 

$50,000  State  Bonds 

tie. 

Not    ex- 

ceeding 
Coprct. 
of  amt 
lerM  by 
State. 

.  • 

Gcorna  ........ 

I  per  cent.  ■  •  ■ 

$7.50.. 

$10... 

$5S»m. 
annMy 

$ao... 

$s«>... 

$40.., 

1 

Illinois,      .,--T 

Same  as  other 
pers'nM  pro- 
perty. 

Same  as 
State. 

apr.  ct 

Indiana 

Kansas 

a  per  cent  and 
$50  each  y'r 
for  the  annU 
school  fund. 

^t£  per  cent*  • 

Kentncky* 

1 
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iT 

1 
1 

^ 

1 

Agent's 
C«ificate. 

bo 
< 

Powrr   of 

Att»y 
required. 

1- 
1^ 

City  or  Town 
License  or  Tax. 

' 

Is 

Bach  Ap*t. 

City  of  Mobile. 
License  |soo, 
Fire    Depart- 
ment, $aoo. 

Montff'ry    Fire 
Dept,taoo. 

j 

.... 

Sach  Ag^. 
Bach  Air^t. 

• 

•Day     pro- 
c'dinrthe 
I  St  Tuea- 
day    in 
May  each 
year. 



Is 

1 

..... 



la 

One 

Reciprocal 
Legislafn 

..... 

None 

..... 

•a 



Ncne 

Savannah,  $300, 
Aug'sU,$ioo, 
Atlanta,  $35. 

la 

Reciprocal 
Legrislat»n 

•iScmi-annMy. 
la 

Each  Ag»t. 

Reciprocal 
Les^islat'D 

I»S 

OnceatCap- 
ital     and 
once  else- 
where. 

Once  a  week 
lor  4  weeks 
in    county 
newspapef 
where   Co. 
is. 

Once  a  week 
for  4  weeks 
in     county 
newspaper 
where   Co. 
is  located. 

Reciprocal. 

Reciprocal 
Legislat'n 

Filine  copy 
ofCharter, 
$10. 

•9».. 

Iio.. 

1 

la 

a. 



•#».. 

•s 

$1... 

Ewh  Ag^. 

LooisviUe.  ^150 

Digitized  by 


Google 


Digitized  by 


Google 


FIRE  COMPANIES.—TABULAR  DIGEST. 


f 

5 
1 

-"5 

c  o 

55 

A«ntfs 
Ceitificate. 

a 

1 

Power  of 

Att'y 
required. 

S  Si 

City  or  Town 
License  or  Tax. 

One  month, 
twice    a 
week. 

Three  w»ks 
successive- 
ly in  coun- 
ty     where 
Company 
is  located. 

N.Orleans  $500 

|i 

Each  Ag't. 

1 

ted... 

1 

to..; 

^2 

Each   GcnM 
Agent. 

One 

Each  Agent 

Reciprocal 
Legislafn 

Ag»ts  certi- 
ficatc    four 
times. 

3  successive 
weeks,    or 
in  St.  Paul 
daily     one 

Each  Ag'cy 
for  3  weeks 
in    County 
where  Co. 
is  located. 

Once  aweek 
lor  4  weeks 
at  St.  Louis 

Each  Agent 
once  in   a 
daily    and 
4  times  in  a 
weekly. 

|a<5otoAndlt'r 

^. 

♦i-So  to  Clerk 
Chtiic»yCourt 

4, 

St.  Louis,  $100 
License,    and 
3  per  cent  on 
premiums. 

$a.  ... 

Each  Agent 

Each  Agent 
Each  Agent 

A  qtny  license 
tax  of  $35  re- 
quired    from 
each  Agent. 

• 
♦i 

ke 

*..\ 

•s. 

fti 

1 

•*-w... 

%h  or  oommute 
forlajo. 

$1... 

Service     on 
Agent   for 
each  Co. 

Oncejayear. 

Reciprocal 
Legislat'n 
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State. 

Amount  of  Deposit 
required. 

State  Taxes. 

State 
License. 

County 
License 
or  Tax. 

=3 

OregonC*) 

Rhode  Island  C^) 
S'>nth  Carolina . . 

$So,oooU.S.  B'ds. 

iofi  pr.  cent 
per   annum 
on  all  am'U 
deposited. 

3  per  cent. . . . 

$Q0O 

$30^000  Sute  Bonds 

$ao,ooo  in  State  or 
U.  S.  Bonds 

Same  as  per- 
snU   propty, 
about  I  p.  ct. 

ti  percent... 
$300 

Tennessee  (A)... 
Texas  ...... 

ft'jao 

$SS'm 
an'ly. 

Vermont 

$1  an- 

n*aUy 

Virginia  (*) 

WestVirjfinia.. 
Wisconsin 

5  per  ct.  of  Capital, 
but  not  less  than 
$10,000  or    more 

$35,000  U.  S.  Bonds 

3  per  cent. . . . 
X  oer  cent 

$35  in  large. 
$a5  in  small 
towns. 

$10.... 
$10.... 

a  per  cent.... 

First    yeaHs 
license  $500 



apr.  ct 

*  Filing  declaration  of  intention  to  form  an  Insurance  Company,  $50.  For  origiaal 
deposit  ofsecurities  required  by  law,  tio. 

(a)  .General  Agent  required  to  give  bond  of  $a,ooo  with  condition  to  accept  service  of  all 
lawful  processes  against  company,  and  deposit  with  Insurance  Commissioner  of  copy  of 
charter  and  sworn  statement.  Agents  to  give  bond  of  $3,000  as  security  of  payment  of 
taxes. 

(b)  Capital  not  exceeding  $350,000,  a  deposit  of  $10,000;  over  $35^,000,  and  not  exceeding 
$500,000,  a  deposit  of  $ic,ooo;  all  others  $ao,ooo. 

(c)  For  filing  declaration,  $50:  for  filing  supplementary  annual  statement,  $35;  for  filing 
any  other  paper,  $10 ;  for  fmiushing  copies  ot  records,  etc,  per  folio,  ao  cents. 


Digitized  by 


Google 


FIRE  COMPANIES.— TABULAR  DIGEST. 


1 

1 

fa 

A^enfB 
Certificate. 

1 

M 
< 

Pbwerot 

Att»y 
required. 

ft 
1^ 

City  or  Town 
License  or  Tax. 

....... 

t,o. 

One  Agent 
in      each 
conntj. 

BachConp 
for     its 
Agent. 

Ea.    Comp. 
one. 

Each  Agent 
Bach  Agent 

1 

• 

1 

50  centa.. 

Three  times 
a  week  for 

in    citT  of 
C^  where 
located. 

Three  w*ks 
ia   county, 
and    sUte- 
m>nt6wk>s 
in  cavity. 

As    Comp. 

Gen'l  shall 
direct. 

weeks. 

j 
i 

ft< ... 

Reciprocal 
LegislaC'n 

v> ... 

*«-          -  ...... 

•5* ••• 

i 
.3.    1 

Lcgislat»n 

......!.  ..... 

•"■ 1 

1 

Each  Com- 
pany one. 

Reciprocal 
Legislat'n 

i 
1 

^e  .            

Bach  Agent 
o« 

•.s--. 

•5 

«. 

Socts. 

In      official 
State      pa- 
per for  two 
weeks  and 
in    1  daUy 
paper      in 
Mfiwancee 

•  •» * 

Milwaukee,  a  pr 
cent 

Reciprocal 
Legislat'n 

Idy  A  bond  reguired  from  each  agent  in  sum  of  ^/no. 

(#)  For  leuatding  each  certiflcate  of  deposit  and  issuing  such  certificate  to  depositors,  $35. 

(/)  CooBMKnT'a  agent  must  file  bond  in  $5,000  for  £Uttul  discharge  of  duties,  etc. 

(jri  BcauiiMttireo  from  agent  in  $1 ,000. 

fly  City  of  111  emphia  1  per  cent  on  premiums ;  City  of  Clarksrille,  license  $50.50 ;  City  of 
Colombimv  license  $37;  Murfreesboro,  $co;  Shelby  county,  $375 ;  t>aTidson  county,  $150; 
Kbox  oovmty.  #aoo;  Rutherford  county.  $75. 

(^\  S-rery  Company,  through  their  agent,  in  the  sum  of  not  leas  than  $1 ,000,  or  more  than 
$5vooo,  at  toe  discretioa  of  Auditor  of  Public  Acoounta. 
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OFFICIAL  REPORT 

OP  THB 

National  Insurance  Convention 

OF  THE  UNITED  STATES, 
HELD  iN  THE  CITY  OF  NEW  YORK,  OCTOBER  18,  187a. 


FIRST  DAY. 


New  York,  October  i8,  1871. 

The  adjourned  session  of  the  National  Insurance  Convention 
was  held  at  the  Hall  of  the  New  York  Board  of  Underwriters, 
commencing  on  the  i8th  of  October,  1871,  at  10  1-2  o'clock  A.  M. 

Hon.  Ghorge  W.  Miller,  the  President  of  the  Convention, 
Superintendent  of  the  Insurance  Department  of  the  State  of 
New  York,  was  in  the  chair. 

The  Secretary  (Henry  S.  Olcott,  Esq.)  called  the  roll  of 
"*  different  states,  and  the  delegates  from  twenty-nine  states 
"oswered  to  their  names.* 

Address  op  the  President. 

Hon.  George  W.  Miller,  the  President  of  the  Convention, 
tbcn  delivered  the  following  address : 

^^^TiEMEN  OP  THE  CONVENTION :  I  havc  DO  intention  of  making  any 
^^  or  formal  address  upon  this  occasion ;  yet,  it  is  perhaps  proper 
*«i.  w  the  representative  of  the  state  of  New  York,  bid  you  welcome. 

*  For  list  of  Delegates,  see  atUe.  p.  lii. 


Digitized  by 


Google 


It  is  very  gratifying,  I  am  sure,  to  all  who  were  here  at  the  first  session 
of  the  con  vention,  to  see  that  this  meeting  is  so  largely  attended. 

You  will  bear  in  mind,  and  probably  it  is  known  to  most  of  you,  that  I 
have  been  absent  from  the  country  during  a  large  portion  of  the  time 
since  our  first  meeting.  It  happened  to  be  my  fortune  to  be  in  London 
at  the  time  a  circumstance  occurred,  or  became  known  to  the  public, 
which  is  pregnant  with  importance  to  the  life  insurance  interests.- 
Another  signal  failure  of  a  very  prominent,  old  and  apparently  powerful 
life  insurance  company  took  place  in  Great  Britain.  I  consider  this, 
gentlemen,  a  fact  of  vast  importance — one,  concerning  which  the 
public  should  be  well  informed,  and  one  which  should  strengthen  our 
hands  and  invigorate  our  efforts  towards  perfecting  and  systematizing 
the  supervisory  systems  of  the  different  states  of  our  country,  in  order 
that  such  a  calamity  as  that  which  has  befallen  the  people  of  Great 
Britain  interested  in  this  great  company,  shall  never  be  possible  in  this 
land  of  ours.  I  say  that,  even  under  the  system  we  have  at  present  in 
operation  here,  such  a  calamity  can  hardly  occur.  If  a  company  can  fail 
at  all  here,  the  failure  shoulcf  not  be  disastrous  in  its  character.  Bad 
management,  extravagance,  and  other  causes,  may  lead  to  a  failure— a 
bare  failure  of  a  company  to  possess  the  assets  necessary  to  meet  its 
liabilities  and  reinsure  its  risks;  but  the  deficiency  cannot  be  large  under 
the  system  which  we  have  already  established  in  this  country.  But  how 
is  it  in  regard  to  the  European  company,  having  millions  of  pounds  of 
liability — yes,  millions  upon  millions,  gentlemen;  thousands  upon  thou* 
sands  of  poor  people  depending  on  the  policies  that  they  were  keeping 
for  the  future  sustenance  of  their  families  and  for  annuities  to  themselves? 
That  company,  I  believe,  will  not  pay  five  shillings  in  a  pound.  I  saj 
that  a  failure  of  that  character  here  is  impossible;  if  we  do  our  duty  and 
exert  the  influence  which  we  can  exert,  which  united  eff"ort  will  exert,  upon 
the  legislation  on  the  subject  of  supervision  in  all  the  different  states 

There  have  been,  during  my  absence,  political  agitation,  startling  dis- 
closures and  startling  changes  in  different  departments  of  the  general 
and  state  government  and  municipal  affairs.  These,  gentlemen,  awaken 
the  public  to  a  lively  interest  in  all  branches  of  government,  and  it 
is  a  good  thing.  And  I  hope  that  the  administration  of  the  insurance 
laws  will  feel  the  effect  of  public  opinion,  thus  agitated,  and  that  we 
will  co-operate  with  any  honest  persons,  or  effort,  made  in  any  quarter, 
to  promote  a  higher  and  purer  standard  of  administration  of  our  laws 
in  every  department  and  in  all  quarters. 

But  that  which  comes  nearest  home,  and  touches  our  feelings,  our 
hearts  and  our  purses  most  closely  is  this  last  startling,  sad  disaster 
at  Chicago.  It  is  unnecessary  for  me,  gentlemen,  to  say  anything 
about  it.  You  are  all  acquainted  with  the  vast  extent  of  the  calamity. 
Many  of  you  are  well-informed  as  to  the  probable  results  upon  a 
large  number  of  our  companies.  Although  many  must  fail,  although 
many  have  already  gone  into  liquidation,  and  many  others  must  follow, 
yet,  gentlemen,  it  is  a  gratifying  fact,  to  me,  certainly,  and,  I  presume, 
to  all  of  you,  that  such  a  large  proportion  of  the  companies  are  able 
yet  to  say  "We  are  going  to  ^ay  every  dollar  of  our  losses,  and  stUl 
continue  to  do  business  with  unimpaired  capital."  [Applause.]  For  this 
is  the  fact,  that  we  have  a  large  number  of  companies  whose  capital  is 
impaired  to  a  moderate  extent,  or  even  largely,  that  have  already  taken 
measures  to  repair  and  restore  their  capital  to  the  original,  or  ^^ater 
than  the  original  amount.  We  have  such  companies  in  our  midst,  I  am 
happy  to  say,  such  companies  as  the  ** Continental,"  "International," 
and  others  that  I  might  go  on  to  name ;  but  it  would  be  a  work  of  great 
length  of  time  and  unnecessary  for  me  to  detail  to  you  these  matters. 
The  facts  will  be  made  public  very  rapidly.  But  it  is  particularlj 
gratifying,  gentlemen — particularly  grati^ing  to  me,  and  I  nope  it  is  to 
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everyone — that  such  a  large  percentage  of  the  losses  of  the  companies 
of  this  state  will  be  met  and  promptly  paid.  It  is  difficult  at  this  time  to 
sa/ just  what  percentage,  but  my  humble  opinion  is  that  at  leabt  ninety 
percent  of  the  amounts  lost  by  the  New  York  companies  will  ultimately 
be  paid.  And  this,  gentlemen,  under  such  a  dreadful,  unheard-of 
calamity,  such  a  sweeping  destruction,  when  the  honor,  integrity  and 
solidity  of  our  insurance  companies  is  affected. 

Now,  what  are  we  to  do  in  view  of  these  circumstances  and  of  the 
subject  which  is  before  us?  Many  topics  were  left  unfinished.  .  You  have 
before  you  in  print  the  proceedings  of  the  former  session,  and  the 
business  will  be  taken  up  in  its  order;  reports  of  committees  will  be 
received,  and  I  may  be  allowed,  perhaps,  to  express  the  hope  that,  in  view 
cf  all  these  circumstances — in  view  of  the  light  which  we  have  received, 
and  the  lessons  which  we  may  learn  from  these  facts — this  convention 
will  exercise  a -powerful  influence  in  promotingyfrf/;  A  conservative, 
safe,  sound  and  reliable  system  of  valuing  life  and  fire  policies;  one 
about  which  there  can  be  no  doubt,  one  which  will  inspire  confidence 
in  our  uniform  system  in  both  branches;  and,  in 'the  next  place,  that 
the  influence  of  this  convention  will  be  exercised  toward  promoting 
a  greater  strength  in  companies  at  present  organized,  and  particularly 
a  greater  strength  and  larger  capital  in  companies  hereafter  to  he 
organized.  We  want  companies,  gentlemen,  of  greater  capital.  In  the 
next  place,  I  hope  that  the  influence  of  this  convention  will  be  exercised 
toward  promoting  a  'system  and  policy  on  the  part  of  companies  of 
reserving  extraordinary  sums,  above  that  which  the  law  simply  requires — 
laying  aside  an  extraordinary  surplus  for  the  case  of  an  emergency.  The 
companies  that  have  done  that  are  the  ones  that  came  out  triumphant  in 
in  this  dreadful  hour.  And  let  us  not  hesitate,  through  fear  or  favor, 
to  recommend  that  policy — to  recommend  that  legislation,  that  action 
which  will  secure  to  our  whole  country  a  system  which  will  inspire  public 
confidence  and  which  will  inure  ultimately  to  the  good  of  the  companies, 
and,  at  the  same  time,  the  good  of  the  insuring  public. 

It  is  perhaps  out  of  place  for  me  to  refer  to  any  other  lesson  that 
mav  be  learned  from  this  fire,  but  from  the  little  observation  (you 
will  indulge  me,  I  am  sure,  for  a  moment),  which  I  have  made  during 
the  short  tour  that  I  have  taken  abroad  this  summer,  it  teems  to  me 
that  we  have  to  learn  a  lesson  on  the  subject  of  construction.  Our 
buildings  are  not  as  well  constructed  as  they  are  in  Europe.  It  would  be 
difficult,  I  think,  to  have  such  a  fire  as  we  have  had  in  such  a  city  as 
Paris.  In  fact  it  is  impossible.  It  has  been  tried.  That  city  was  fired 
in  a  hundred  places,  and  yet  the  fires  burnt  themselves  out  in  less  than  a 
block.  But  it  is  not  so  in  this  country.  We  must  improve  our  systems 
of  building,  and  insurance  men  must  exercise  an  infiuenceon  this  subject. 
And  they  can  do  it  We  want  to  construct  everything  upon  a  more  solid 
principle  and  basis,  in  a  better  manner.  Our  railroads  want  to  be  built 
in  a  more  substantial  manner.  We  have  arrived  at  a  time  when  public 
opinion,  aroused  by  this  event,  should  demand  an  improvement  in  the 
construction  of  all  buildings  and  public  works. 

Now,  gentlemen,  hoping  that  the  results  of  this  convention  will  not 
disappoint  any  of  us,  or  any  of  our  insurance  friends,  or  the  public,  but 
that  we  may  discharge  our  duties,  and  arrive  at  some  results  upon  the 
different  subjects  which  have  been  proposed  for  our  consideration,  and 
such  as  may  ^et  come  up,  and  that  these  labors  may  result  in  co5pera- 
tion,  reciprocity,  simplification,  uniformity,  enlarged  security,  and  per- 
fect public  confidence  in  the  insurance  tystem,  it  my  hope  and  wish,  and 
I  believe  it  to  be  that  of  all  of  you,  and  that  we  shall  cordially  cooperate 
to  that  end.     [Applause.  J 
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The  Secretary  then  read  the  following  letters  and  communica- 
tions: 

State  of  California, 
Officb  of  Insurance  Commissioner, 

San  Francisco,  October  2, 
C.  L.  Skebls,  Esq.,  114  Broadway,  New  Tork. 

Dear  Sir:  Owing  to  the  pressure  of  his  private  business  affairs, 
necessarily  neglected  during  his  long  illness,  and  in  the  absence  of  that 
degree  of  I'estoration  to  perfect  health  that  would  justify  him  in  under- 
taking the  journey  to  New  York,  Mr.  Mowe  finds  that  it  will  be 
impossible  for  him  to  cooperate  with  you  in  the  convention  of  the 
l8th  inst. 

Although  he  feels  that  *his  presence  could  have  but  little  practical 
value,  the  office  being  so  well  represented,  he  regrets  that  this  oppor- 
tunity to  meet  and  become  acquainted  with  the  insurance  superintend- 
ents of  other  states  should  be  lost 

I  am  pleased  to  be  able  to  state,  that  our  local  companies  have 
united  in  requesting  the  commissioners  now  codifying  our  State  laws  to 
adopt,  bodily,  as  a  part  of  their  report,  the  forms  for  annual  statements 
of  insurance  companies  agreed  upon  by  the  Insurance  Convention  at  its 
first  session. 

Mr.  Mowe  desires  me  to  convey  to  you  his  thanks  for  the  elegantlj 
bound  copy  of  the  Report  of  the  Proceedings  of  the  First  Session  of  the 
Convention.  Very  respectfully, 

A.  D.  Smith,  Deputy  Commissioner. 


Comptroller  General's  Office,  ) 

Atlanta,  Ga.,  October  9,  1871.  > 

Hon,  Georoe  W.  Miller,  Insurance  Commissioner,  Albany,  N.  Y. 

Dear  Sir:  I  had  hoped  to  be  able  to  attend  the  Insurance  Conven- 
tion  that  is  to  convene  in  your  state  on  the  i8th  inst.,  but  the  General 
Assembly  of  this  state  is  to  convene  at  an  early  day,  and  as  I  have  some 
reports  now  in  the  hands  of  the  printer,  I  find  that  my  presence  here  is 
important,  which  precludes  my  attendance  upon  your  meeting.  I  have 
had  the  pleasure  of  perusing  an  account  of  the  official  proceedings  of 
your  first  assemblage,  and  in  the  main,  endorse  them.  I  would  be  grat- 
ified to  see  an  uniform  system  of  statements  adopted  for  all  the  states, 
80  that  one  form  might  be  used  for  each  state.  I  shall  ask  the  Legisla- 
ture on  its  assembling  to  authorize  this  office  to  adopt  whatever  general 
form  may  be  agreed  upon  by  your  convention.  I  would  be  glad,  also,  if 
the  convention  would  recommend  to  the  legislatures  of  the  various  states 
to  allow  insurance  companies  to  make  investments  of  their  capital  wher- 
ever they  may  choose,  and  to  remove  all  restciction  from  such  invest- 
ments. I  would  have  capital  left  entirely  free  and  unrestricted,  so  that  it 
may  be  invested  wherever  the  interest  of  the  company  may  seem  to 
require.  Wishing  that  you  may  have  a  harmonious  meeting, 
I  am,  very  respectfully, 
(Signed,)  Madison  Bell,  Compt,   General, 

State  of  Nevada,  Executive  Department,  ) 

Carson  City,  September  15,  1871.  ) 

Dear  Sir:  I  have  to  acknowledge  the  receipt  often  copies  of  the  Offi- 
cial Report  of  the  National  Insurance  Convention.  The  report  has  been 
very  recently  received,  and  I  have  not  yet  had  an  opportunity  to  atten- 
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tirelj  peruse  it ;  but  the  object  of  the  convention — ^to  promote  harmonjr 
of  legislation  upon  the  subject  of  insurance — I  heartily  endorse.    • 
Very  respectful Ij  yours, 

L.  A.  Bradlky,  Governor. 
Hon.  Georgk  W.  Miller,  President  National  Insuranc€  Convention* 

Mr.  Finch  then  said :  Representing  here  the  state  of  North  Carolina, 
whichf  at  present,  exercises  no  governmental  supervision  over  the  insur- 
ance business  within  her  limits,  I  shall,  of  course,  during  a  great  part  of 
jour  deliberations,  be  merely  a  **  looker  on  in  Venice.  It  will  be  mj 
purpose,  however,  to  carefullj  observe  your  action,  and  to  report  your 
conclusions  to  the  executive  department  which  I  have  the  honor  to 
represent;  to  the  end  that  North  Carolina  may  adopt  such  plans  in  the 
premises  as  your  wisdom  may  suggest  and  her  Legislature  may  approve. 

I  would  here  remark  that  our  worthy  Governor,  and  the  Treasurer  of 
North  Carolina  are  fully  alive  to  the  great  interest  which  we  have  met  to 
guard  and  perpetuate ;  and  the  coming  Legislature  will,  without  doubt, 
cordially  unite  with  them  in  carrying  into  effect  any  recommendation 
this  highly  competent  body  may  make,  tending  towards  **  that  consum- 
mation most  devoutly  to  bie  wished'' — uniformity  in  insurance  legislation 
throughout  the  Union. 

The  views  of  Governor  Caldwell  are  in  full  accord  with  those  of 
Hon.  Geo.  W.  Miller  on  these  subjects,  and  his  zealous  co-operation  may  be 
confidently  expected  if  your  suggestions  are  shown  to  be  in  the  interest 
of  his  people,  as  they  no  doubt  will  be. 

I  need  not  assure  you,  Mr.  President,  of  my  readiness  in  behalf  of  my 
state  to  lend  my  aid  to  the  best  of  my  ability  and  energy  in  promoting 
the  objects  for  which  we  have  assembled 

Unfinished  Business. 

The  Secretary  then  stated  the  unfinished  business  from  the 
May  session  to  be  as  follows : 

1.  The  resolution  offered  by  Mr.  Paine  on  reciprocal  legisla- 
tion: 

Resolved^  That  reciprocal  or  retaliatory  laws  are  sinful  in  their  mcep- 
tion,  injurious  in  their  operation,  and  m  their  nature  violative  of  the 
plainest  principles  of  inter-state  comity;  and  in  the  opinion  of  this  con- 
vention, should  cease  to  exist 

2.  The  report  on  the  subject  of  deposits  and  taxation  by 
Messrs.  Breese  and  Spencer ;  of  which,  on  motion  of  Mr.  Cald- 
well, so  much  as  related  to  deposits  had  been  laid  on  the  table. 

3.  The  report  of  the  committee  on  reciprocity  and  miscella- 
neous subjects,  presented  by  Mr.  Skeels. 

4.  Resolution  of  Mr.  Noyes  on  legislation : 

Resolved,  That  the  president  appoint  a  committee  of  three,  to  consider 
and  report  to  this  convention,  at  such  time  as  they  shall  deem  expedient, 
what  legislation  they  would  recommend  for  adoption  by  the  several 
states,  to  secure  wise  and  harmonious  action  concerning  their  own  local 
insurance  companies,  and  such  others  as  seek  admission  from  other 
sutes. 

Resolved,  That  the  president  of  this  convention  be  added  to  the  above 
committee,  and  act  as  its  chairman. 
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5.  The  consideration  of  the  subject  of  fees ;  on  motion  of  Mr. 
[ilaldwell,  laid  on  the  table. 

6.  The  resolution  of  Mr.  Skeels,  on  insurance  on  the  lives  of 
lependents : 

WhereaSj  a  century's  experience  in  this  countr/  and  England,  has 
hown  that  insurance  on  the  lives  of  dependents,  or  of  those  whose 
xistence  is  of  no  pecuniary  importance  to  others,  is  certain  to  lead  to 
rime  in  some  cases;  and  though  it  is  not  possible  to  provide  against  all 
uch  occurrences,  it  is  practicable  to  prevent  the  extension  of  insurance 
eyond  the  age  at  which  most  men  become  non-producers,  if  notdepend- 
nts;  therefore, 

Resolved^  That  it  is  desirable  for  all  states  to  enact  that  after  some  con- 
enient  date,  no  policies  shall  be  issued  on  the  lives  of  their  citizens  for 
erms  extending  beyond  the  age  of  seventy-five  (75)  years. 

7.  The  report  of  the  committee  on  valuation,  reinsurance, 
nortality  tables,  etc.,  presented  by  Mr.  Smith,  as  follovsrs : 

The  committee  to  which  was  assigned  the  duty  of  recommending  a 
ate  of  mortality  and  rate  of  net  interest,  to  be  designated  by  law,  as  the 
asis  upon  which  to  make  calculations  of  net  premiums  and  net  values  of 
ife  insurance  policies ;  to  report  upon  the  question  of  equitable  surren- 
ler  charge,  or  proper  surrender  values;  to  definitely  describe,  by  suita- 
ble names,  the  various  kinds  of  life  insurance  policies;  and  to  report 
pon  the  subject  of  reinsurance  liability  on  fire  and  marine  policies,  have 
equested  me  to  report  progress,  and  to  state  that  in  addition  to  the 
arious  communications  on  these  subjects,  made  to  the  convention, 
eferred  to  this  committee,  and  printed  in  the  regular  proceedings,  we 
esire  to  place  in  the  hands  of  the, secretary,  communications  made  to 
he  committee,  which  it  has  not  been  convenient  or  even  practicable  to 
resent  to  the  convention.  The  committee  recommend  that  the  secretary 
e  directed  to  print,  with  the  other  proceedings  of  this  convention,  the 
ommunications  just  referred  to. 

(Signed,)  Gustavus  W.  Smith, 

Chairman  Comtmtttet- 

The  Prksidknt  :  I  understand  there  are  some  reports  of 
ommittees  ready  now  to  be  presented,  at  least  one  important 
eport,  and  I  call  for  the  reports  of  committees. 

General  Smith  :  I  am  ready,  Mr.  Chairman,  to  submit  a 
eport  but  would  ask  as  a  question  of  privilege  to  be  allowed 
3  read  correspondence  that  I  now  have,  which,  I  think,  will 
xplain  itself. 

Mr.  Smith  then  read  the  following : 

New  York,  Sef  Umber  13,  1871. 

rVNSRAL  G.  W.  Smith,  Insurance  Commissioner  of  Kentucky^ 

Chairman,  etc.,  etc. 

Dear  Sir:  Numerous  inquiries,  made  verbally  and  by  letter,  indicate 
tiat  the  mathematical  work  in  my  letter  to  jou  of  last  June,  on  the  subject 
f  surrender  value,  is  not  understood,  and  the  object  of  this  is  to  clear  up 
rhatever  of  doubt  there  may  be  about  its  meaning.     When  that  letter 
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wtt  written,  I  did  not  suppose  its  mathematics  would  be  published.  It 
wu  very  condensed ;  but,  knowing  jour  habit  of  scrutinizing  everj'thing 
brought  under  the  exercise  of  your  judgment,  I  felt  that  whatever  of 
obscurity,  if  any,  there  might  be  about  it,  could  and  would  be  dispelled 
hj  an  interchange  of  ideas  between  us. 

1  will  not  repeat  the  prefatory  remarks  by  which  the  work  was  intro- 
duced, but  that  you  may  the  more  fully  appreciate  the  spirit  in  which  it 
was  undertaken,  it  may  be  proper  to  say,  that  I  have  never  been  able  to 
regard  the  institution  of  life  assurance  as  a  mere  business  concern,  of 
which  the  main  object  is  to  make  money.  It  has  always  appeared  to  me 
rather  as  a  fraternal  charity,  created  by  the  voluntary  union  of  persons 
for  mutual  protection  against  the  calamities  of  sudden  penury  to  holpless 
widows  and  orphans — always  dispensing  the  largest  liberality  towards  its 
members,  consistent  with  equal  justice  to  all.  Of  course,  this  view  shuts 
out  all  consideration  of  what  is  known  as  the  ''joint  stock  interest. " 

All  persons  having  any  acquaintance  with  principles  of  permutation 
and  combination  of  elements,  must  know  that  the  variety  of  policies  a 
company  may  issue  is  very  great.  I  shall  confine  myself  now,  as  before, 
to  the  more  popular  and  common  cases. 

Life — Single  Premium. 

The  premium  paid  on  this  kind  of  policy,  resolves  itself,  in  effect,  into 
two  portions,  one  of  which,  with  its  interest  accumulations,  constitutes 
the  policyholders'  share  of  the  annual  death  claims,  and  to  the  end  of 
what  may  be  called  his  tabular  life ;  and  the  other  works  at  compound 
interest  till  it  amounts,  at  the  same  epoch,  to  the  sum  assured.  Those 
who  die  early  leave  to  their  heirs  more  than  they  contribute  to  the  com- 
pany, and  those  who  die  late  leave  their  heirs  less.  A  company,  there- 
nre  naturally  covets  a  longevity  amongst  its  members,  greater  than  the 
STcrage  duration  of  human  life. 

It  will  be  conceded  that  the  retiring  of  meml>ers  works  damage  to  a 
company's  vital  force.  Indeed,  it  is  easy  to  conceive  that  the  process 
maj  be  conducted  in  a  way  and  carried  to  an  extent  which  would  turn 
the  advantages  of  selection  against  a  company.  In  the  case  of  paid-up 
life  policies,  the  rule  that  only  good  lives  surrender,  may  be  regarded  as 
ahnost  certain.  They  have  nothing  more  to  pay,  and  retire  because  of 
confidence  in  a  superior  physical  condition  and  a  belief  that  they  can  do 
better  with  their  money.  The  settlement  with  these  should  be  so  made 
u  to  provide  against  the  adverse  effects  to  the  company,  likely  to  arise 
from  their  own  voluntary  act.  They  should  be  retired  under  conditions 
that  would  leave  the  relation  between  the  present  financial  resources  of 
the  company  and  its  future  obligations,  as  affected  by  the  considerations 
•hove  stated,  undisturbed.  These  conditions  may  be  fulfilled  by  giving 
to  a  retiring  member,  the  money  working  to  reach  the  sum  assured, 
vfaich  must  sooner  or  later  pass  by  death  to  his  heirs,  and  retaining  that 
pledged  for  future  death  claims. 

The  sum  of  these  constitutes,  at  any  instant,  the  assured's  reserve. 
The  difference  between  the  reserve  and  that  appropriated  to  death  claims, 
i>)  it  seems  to  me,  an  equitable  surrender  value.     To  compute  it,  make — 
Q,=.Single  net  premium  at  age  x,  to  assure  one  dollar  at  death. 
i^^.Net  reserve  at  age  x,  on  a  dollar  paid  up  policy. 
■  ^.Number  of  years  a  policy  has  to  run  to  maturity. 
»  =.Difference  between  the  oldest  age  of  the  tables  and  that  of  policy- 
holder at  time  of  surrender ; 
^  =:.Sum  assured ; 
$  =.Surrender  value, 

f^  C,./?,+  ,  +  C,+i./?*+«+         .  .  •         C,+a./?,+„+„  in  which 

^.+■+1=0- 

Tk«  ^=^i^ (I) 
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The  following  examples  will  exhibit  the  results  of  the  rule  bj  the 
American  table  and  four  per  cent,  on  single  premium  policies  for  $i,000| 
at  a  few  ages : 

Age,  40 $227,889 

"      50 318.134 

"      60 437-895 

"      70 580.167 

•*      80 729.236 

"      90 875.803 


Age 

.91 

92 

93 

94 

95 

96 

$889,826 
903.281 
921.276 
936.040 

961.538 

1,000.000 


Life. — Annual  Premiums. 


Members  who  engage  to  pay  annual  premiums  for  life,  or  for  a  limited 
term,  more  frequently  retire  because  of  a  want  of  means  to  keep  their 
premium  engagements;  the  company  is  not  likely  to  suffer  so  much  from 
adverse  selection,  the  question  is  narrowed  down  to  forfeiture  or  Rale, 
and  it  can,  therefore,  exercise  a  greater  liberalitjr  with  safety  to  itself.  I 
treat  the  reserves  on  these  policies  exactly  as  though  they  had  come  from 
a  paid-up  policy,  but  not  for  the  purpose  of  exchange.  Let  R',,  be  the 
reserve  on  an  annual  premium  policy  for  one  dollar.  Another  policj 
taken  out  by  the  same  holder,  at  the  same  time,  but  paid  up  and  for  an 
amount  that  would  have  the  same  reserve,  R'^,  at  time  of  surrender, 
would  have  for  its  reversionary  value 


and  the  surrender 


^=s. 


(a) 


Now,  this  conversion  of  an  annual  premium-paying  policy  into  an 
auxiliary  paid-up  one,  is  not  for  the  purpose,  as  above  stated,  of  exchange, 
but  to  secure  the  equities  of  an  actual  surrender,  to  shorten  labor  anc 
save  time  and  expense  in  settling  with  a  retiring  member. 

The  following  example  of  a  policy  for  $1,000,  issued  at  age  35,  anc 
surrendered  at  various  ages  to  the  end  of  life,  will  illustrate  the  rule. 


A^e,  Sur,  value, 

36 $6.38 

37 1314 

38 20.29 

39 27.84 

40 35-81 

41 44-20 

42 5303 

43 62.30 

44 7204 

45 82.23 

46 92.90 


47- 
48. 
49. 

50- 

51 


104.03 

"5-64 
127.72 

14025 
153-23 


52 166.66 

S^ 180.54 

54 19484 

55 209.57 

56 224.71 


A^e.  Sur.  value. 

57 $240.24 

58 '     ' 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 


256.16 
372.46 
289.10 
306.07 

32334 
340.89 

358.71 
376.74 
39496 
41334 
431  84 
69 450.42 


70. 
71- 

72. 
73- 
74- 
75- 
76. 

77- 


469.04 
487.68 
506.31 

52493 
543.58 
562.27 
581.03 
599-88 


Age.                     Sur,  valui 
78 $6188; 

79 


80. 
81. 
82. 

?3' 
84. 

85. 
86. 
87. 
88. 
89. 
90. 
91. 
92. 
93- 
94- 

96. 


637  7< 
656.8 

675.7' 
694.9 
7136 
732.6 

751-7 
770.8 

7895 
807.6 

825.2 

842.1 

859.7 
8777 
896.2 

903-7 

9426 

.  i,ooo.c 
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Life. — Limited  Payments. 
For  reasons  stated 

^=^w:k  .  •  •  •  (4) 

Temporary. — Single  Payment. 
Here 

ft  — 5    C^./?,-H  +  C,+  i^^-H      ....        -t-^x-^m-H-^a  +  m— 1 

or 

•  

^=S.^--^-''"'-'        ....        (5) 

Temporary. — Annual  Payments. 

Ttkethe  Reserve  R',,  as  having  arisen  from  a  paid-up  policj  of  which 
the  reversionary  amount  is  determined,  as  before,  and  we  get 

^=S.^-^f^     ....        (6) 

Simple  Endowments.— Single  Premiums. 

The  company  has  no  interest  in  the  longevity  of  the  holders  of  this 
kind  of  policy,— on  the  contrary,  by  the  principle  of  the  Tontine,  its 
interest  is  in  their  early  death,  at  least  death  before  maturity. 

The  reserve  on  this  kind  of  policy  being  /?,,  there  are  /,,  chances  for 
tnd  against  the  company:  of  these  d^+dx+'+  .  .  .  d,+^-\  favor 
l^pee  by  death;  and  the  surrender  value  is  given  by 

:^  =  s.xj-^ (7) 

Simple  Endowments. — Annual  Premium. 
The  reserve  on  this  being  /?'«, 

^=s.:r'/^ (8) 

Endowment  Assurances.— Single  Premium. 
Take  sum  of  equations  (5)  and  (7) 

^+1= s.[f'-^'^'^^^  +  Jf..  '^'j      ...      (9) 

Endowment  Assurance. — Annual  Premium. 
Take  sum  of  equations  (6)  and  (8) 

^^.^=5.r5«-  ^"^2^^^m-i  +  ^>;^lJLJ!l1       .        .        .       (10) 

The  first  terms  in  the  brackets  of  equations  (9)  and  (10),  become  very 
•inall  for  short  term  policies  and  for  small  amounts,  and  may  be  neglected 
^thout  much  error. 
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The  following  example  of  a  ten-jear  endowment  assurance,  issued  at 
Lge  35,  for  $i,ooo,  will  illustrate: 

^.ge,  36 Sur.  value,  $72,486        Age,  41 Sur.  value,  $516,974 

**     37 "            149.921           **     42 *♦            625.979 

"     38......  '*           232.673           "     43 "            741-553 

**     39 "           321.130           "44 "             866.167 

"     40 **           415-736           "     45 "          1,000.000 

Such  is  my  solution  of  the  c^^uestion  of  surrender  value  for  the  more 
popular  and  common  policies,  m  so  far  as  the  elements  that  pertain  to 
his  complex  problem  have  been  subjected  to  mathematical  analysis  by 
nyself.  I  like  it,  and  it  suits  me  better  than  anything  of  the  kind  I  have 
ret  seen.  It  gives  surrender  values  more  equitable  and  considerably 
^ater  than  companies  have  been  in  the  habit  of  pacing. 

Permit  me,  in  closing  this  letter,  to  express  the  hope  that  the  labors  o£ 
'ourself  and  your  colleagues  in  the  convention,  may  result  in  greater 
miformity  in  the  insurance  laws  of  the  different  States,  and  in  the  dis- 
emination  of  knowledge  on  this  and  kindred  subjects,  which  shall 
prevent  unwise  and  unfriendly  legislation. 

Very  truly  yours, 

Wm.  H.  C.  Bartlett. 


FRA^ncFORT,  Kentucky,  September  23,  1871. 
•rcf.  Wm.  H.  C.  Bartlett, 

Actuary,  Mutual  Life  Ins.  Co.  of  New  Tork, 

Dear  Sir:  Your  esteempd  favor  of  the  13th  instant  is  received.  In 
eference  to  the  mathematics  contained  in  your  letter  as  published  in  the 
proceedings  of  the  convention,  I  desire  to  say,  that  although  the  letter 
ras  addressed  to  me,  as  chairman  of  the  committee,  I  did  not  see  it  until 
he  secretarv,  by  authority  of  the  committee  and  the  convention,  had 
aused  it  to  be  p-inted.  I  am  quite  sure,  had  any  of  us  known  that  you 
'did  not  suppose  its  mathematics  would  be  published,"  this  portion 
irould  have  been  omitted. 

I  had  no  difficulty  in  comprehending  the  reasoning,  the  notation,  or 
he  formula.  The  slight  inaccuracies  you  allude  to  in  your  letter  to 
*rofessor  Wright,  as  having  entered  into  some  of  the  equations,  **in 
Lowise  affect  the  principle  of  the  solution." 

You  were  right  in  assuming  that  had  there  been  the  least  doubt  on 
ay  mind  as  to  whether  I  comprehended  your  meaning,  I  would  at  once 
lave  asked  for  explanations.  More  especially,  because  we  differ  materially 
n  opinion,  not  upon  the  mathematics,  but'in  regard  to  the  fundamental 
ssumptions  on  which  the  mathematical  reasoning  is  based.  .  I  wrote 
hat  part  of  the  draft  of  the  proposed  report  which  refers  to  surrender 
harge  more  than  six  weeks  ago ;  and  although  I  have  not  recently  looked 
,t  it,  I  am  sure  that  I  made  this  difference  in  my  comments  on  professor 
Vright's  solution  and  yours :  viz.  in  alluding  to  professor  Wright's, 
*  If  a  policy  is  worth  to  a  company  the  present  value  of  what  it  will 
lominally  contribute  to  claims."  I  stated  that  your  solution  was  direct 
ind  square;  without  an  **  if"  in  the  fundamental  data. 

It  is,  perhaps,  too  much  for  me  to  expect  that  my  views  on  this  subject 
rill  when  published  suit  you  better  than  anything  of  the  kind  you  have 
'et  seen ;  still,  I  feel  assured  you  will  give  to  my  opinions  the  weight  and 
nfluence  to  which  they  are  justly  entitled;  and  that  is  all  I  am  willing* 
hey  should  receive  at  the  hands  of  right-minded  men  who  comprehend 
hem. 

You  and  I  may  differ  now,  as  we  have  done  before,  on  other  subjects  of 
his  nature  in  days  of  old,  but  we  will  at  least  understand  each  other  in 
»ur  differences,  and  agree  in  the  desire  to  see  correct  knowledge  of  the 
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rinciples  upon  which  the  calculations  of  life  insurance  net  values  are 
lunded,  disseminated  widely  amongst  intelligent  men. 
Very  truly  yours, 

GusTAvus  W.  Smith. 

In  reply  to  the  above,  professor  Bartlett  answered  on  the  27th 

eptember,  1871,  saying: — "Inasmuch  as  the  mathematics  of 

ly  former  letter  was  published  I  should  like  to  have  my  last 

tter  to  you  printed  entire." 

Mr.  Smith  then  continued  as  follows : 

And  now,  Mr.  President,  before  presenting  the  report,  I  have  two  other 
ttere  which  I  desire  to  read,  and  before  reading  either  of  them,  I 
ould  like  to  state  that  during  the  past  summer  there  has  been  a  good 
:alof  correspondence,  some  of  it  official,  but  rather  informal,  between 
ysclf  and  the  other  two  members  of  the  committee,  Mr.  Brinkerhoff, 
Illinois,  and  Mr.  Pillsbury,  of  New  Hampshire.  I  will  not  further 
lude  to  that  correspondence  than  to  read  my  last  letter  to  Mr.  Brinker- 
>ff,  and  his  reply.     My  letter  was  dated  Frankfort,  October  2,  1871. 

[The  letters  being  of  a  private  character,  are  not  inserted  in 

le  official  report.] 

The  secretary  then  proceeded  to  read  the  report,  as  follows : 

[For  the  full  text  of  General  Smith's  report  as  chairman  of 

e  committee  on  rate  of  interest,  mortality,  etc.,  see  the  appendix 

'  this  volume.] 

Mr.  Paine,  of  Maine :  I  hope  the  motion  to  assign  this  discussion  to 
riday  morning  will  pass. 

Mr.  Harvey  :  I  made  the  motion  for  Friday  morning  for  the  very 
ason  offered  by  the  gentleman  from  Indiana  in  his  suggestion  that  it 
i  postponed,  to  give  us  ample  time  to  prepare,  and  ample  time  for  the 
scussion.  It  is,  I  think,  the  most  important  matter  before  this  conven- 
3n.  It  is  the  great  thing  for  which  we  are  here  at  this  October  session, 
id  I  think,  we  need  all  the  time  we  have  upon  it,  and  the  sooner  we 
:gin  the  more  time  there  will  be. 

The  motion  of  Mr.  Harvey  was  then  put  and  carried. 

Mr.  Wn.LiAM  Barnes,  of  New  York  :♦  Mr.  Chairman,  I  rise  to  ask  the 
ivilege  of  presenting  to  the  convention  a  paper  bearing  upon  this  sub- 
ct,  giving  my  views,  which  would  probably  occupy  about  an  hour  of 
)ur  time,  and  probably  sometime  to-morrow  would  be  the  most  agree* 
)Ie  to  the  convention  when  this  subject  is  considered. 

On  motion  of  Mr.  Breese,  of  Wisconsin,  Mr.  Barnes,  in  accord- 
ace  with  his  request,  was  invited  to  read  his  paper  before  the 
invention  to-morrow  morning. 

Mr.  Paine,  of  Maine,  moved  that  the  sessions  of  the  convention  be 
>ened  each  day  at  10  o'clock,  A.  M. 

Mr.  Alfriend,  of  Virginia,  moved  as  an  amendment  that  the  sessions 
5  opened  at  xo  A.  M.,  and  adjourned  at  3  P.  M. 

The  motion  as  amended  was  carried. 

•  Not  a  delegmte. 
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notion  of  Mr.  Harvey  the  blank  for 
committee  on  blanks,  for  revision. 

?AINE :  During  the  vacation  I  have  exai 
ihlyy  and  I  think  I  have  found  some  m 
s  not  printed  as  it  was  adopted.  I  have  d 
vhich  I  move  to  have  referred  to  the  com 
President:  They  will  take  that  refereni 

Harvey,  of  Illinois:  The  chairman  o 
,  having  gone  out  of  town,  but  he  will 
y  suggestions  or  amendments  by  any  < 
tion  will  be  handed  to  him. 
President:  If  the  members  have  any 
to  these  blanks,  they  will  please  put  th 
>  the  committee. 

►re  the  adjournment  m  June,  a  re 
izing  the  appointment  of  a  committ 
nent  organization.  As  that  comm 
iced  I  will  announce  it  now.  I  a 
,  Mr.  Hartranft,  of  Pennsylvania,  i 
ska,  as  that  committee. 

Smith,  of  Kentucky :  I  move  that  a  comr 
ject  of  the  enactment  of  uniform  laws  in 
he  **  Committee  on  Legislation." 
jrAiNES,  of  Louisiana :  I  hope   General 
that  the  committee  be  instructed  to  draw 
different  states,  as  I  feel  sure  that  your  w 
ig  unless  you  give  formal  sanction  to  a  hi 
tassed. 

Smith  :  That  does  not  differ  from  my  g 
!  to  restrict  the  committee. 
jrAiNES  :  They  might  prepare  a  bill  embra 
ble  to  the  wants  of  all  the  states. 
Caldwell,  of  Indiana :  It  seems  to  me  th 
ssary,  and  the  committee  also.  I  have 
;ion  that  we  were  a  committee  of  the  ^ 
nsideration,  but  as  to  the  phraseology  of 
he  law-makers  entirely.  I  do  not  believ 
ve  in  deciding  the  important  points,  s 
n,  deposits,  valuation,  etc.,  and  when  we 
11  that  we  ought  to  do,  and  I  really  do 
:tee. 

motion  of  Mr.  Smith  was  then  put 

President:  If  the  convention  have  no  • 
tment  of  this  committee  until  to-morrow  i 
ttendance* 

motion  of  Mr.  Row  the  convention 
row  morning  at  lo  o'clock. 


Digitized  by 


Google 


SECOND  DAY. 


New  York,  October  19,  1871. 

The  convention  re-assembled  at  10.30  o'clock  A.M.,  the  vice- 
president,  Mr.  Breese,  in  the  chair. 
The  secretary  then  called  the  roll  of  the  states. 

The  Prksidbnt:  Mr.  Barnes,  ex-superintendent  of  the  insurance 
department  of  the  state  of  New  York,  will  now  address  the  convention, 
in  accordance  with  the  resolution  adopted  yesterdajr,  upon  the  subject 
Diatter  of  the  report  of  the  committee  on  **rate  of  interest,  rate  of 
mortality,  net  valuations,**  etc.,  submitted  to  the  convention. 

Mr.  W11.LIAM  Barnss:  Mr.  Chairman  and  gentlemen.  Preiiminariljr, 
it  is,  perhaps,  proper  that  I  should  say  whatjou  might  all  infer  without 
mj  saying  it,  that  I  have  no  knowledge  of  what  the  report  of  your 
committee  on  rate  of  interest,  rate  of  mortality,  net  valuations,  etc., 
irould  be  ;  nor  the  least  intimation  from  any  source  what  course  was  to 
be  pursued,  or  what  report  was  to  be  made.  The  paper  that  I  have 
prepared  embraces  several  tables,  and  copies  will  be  handed  to  the 
delegates  when  I  have  finished  my  remarks. 

[For  the  text  of  Mr.  Barnes's  paper  and  the  debate  thereupon, 
see  appendix.] 

Mr.  Paink,  of  Maine :  I  would  like  to  ask  the  gentleman  one  question— 
if,  in  making  these  estimates  he  would  regard  premiums  as  a  part  of  the 
issets  ? 

Mr.  Barnss:  In  reference  to  the  subject  of  assets,  I  have  not  taken 
that  up  at  all.  That  is  a  separate  subject  requiring  very  careful  reflection 
ind  consideration.  I  have  not  specially  considered  it.  Within  certain 
[imitations  a  premium  is  entirely  safe,  but  I  would  not  want  to  restrict 
:ompanie8  as  to  the  policy  that  they  should  pursue  in  regulating  their 
business  any  more  than  was  necessary  for  purposes  of  safety. 

Gf.neral  Smith:  I  move  that  the  convention  take  a  recess  of  fifteen 
minutes. 

The  question  was  put  on  the   motion  of  General  Smith  and 
carried. 
After  recess. 

Mr.  Smith,  of  Kentucky :  Partly  from  a  consideration  of  the  length  of 
ths  paper  to  which  we  have  listened  this  morning;  and  from  the  general 
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e  of  the  whole  subject  and  its  importance,  I  would  suggest  that  the 
littee  on  legislation  be  increased  from  three  to  five  members. 
;  President  :  Do  jou  make  that  a  motion. 
Smith  :  I  make  it  as  a  motion. 

le  question  was  put  on  the  motion  of  General  Smith  and 
sd. 

Skeels,  special  delegate  from  California :  After  the  adjournment  of 
issions  of  our  convention  last  spring,  on  looking  over  the  published 
edings,  it  occurred  to  me  that  one  omission  had  been 
ct  to  this  matter  of  general  legislation,  or  rather  of  unifor 
n  the  different  states;  and  having  no  one  to  consult  wi 
:t,  I  took  the  responsibility  of  addressing  a  note  to  the  se< 
invention  (which  I  will  read)  calling  his  attention  to  tli 
Liggesting  that  he  should  prepare,  as  far  as  he  could,  a  gc 
e  subject,  which  might  be  submitted   to  this   conventi 
ambling;    as  probably   some   general    features   at   least 
i  upon,  which  might  be  recommended  to  the  various  si 
-m  law.     I  will  read  the  correspondence,  with  the  permiss 
ntion,  that  they  may  nnderstand  it  more  fully. 

'•  Skeels  then  read  as  follows. 

New  York,  September 
Y  S.  Olcott,  Esq,^  Secretary,  etc, 

\r  Sir :  I  desire  to  call  your  attention  to  the  advisability  of  the 
ntion  putting  its  views  upon  the  relations  of  the  state  with 
mce  affairs,  into  the  form  of  a  general  statute,  which  we  can 
imend  to  the  legislatures  of  all  the  states  for  adoption  in  its  general 

€'3. 

m  confident  that  such  a  bill,  framed  after  full  debate  upon  its 
ite  provisions,  and  coming  with  the  endorsement  of  the  convention, 
1  be  regarded  by  the  authorities  of  the  different  states  as  a  most 
ble  aid  in  shaping  their  legislation. 

Have  already  agreed  upon  uniform  blanks  for  annual  returns,  and 
il  other  important  reforms ;  and  if  the  delegates  could  only  condense 
riews  upon  all  the  features  of  insurance  government  in  the  manner 
indicated,  I  think  the  convention  of  1871  would  be  a  most  memor- 
one,  and  highly  important  in  its  effects  upon  the  states,  the 
Etnies,  and  the  general  public. 

ir  success  in  compiling  the  official  report  of  the  May  session,  your 
1  position,  and  your  experience  as  a  lawyer,  indicate  that  you  are 
roper  person  to  draft  such  a  bill  for  the  consideration  of  the 
ites,  and  if  your  engagements  permit,  I  beg  that  you  will  do  so 
en  now  and  the  i8th  prox.,  if  the  idea  meets  your  approval. 
Yours  very  truly, 

C.  L.  Skeels,  Ckairmau, 
''  Miscellaneous  Subjects  **  Committee* 


Law  Offices  of  F.  C.  Bowmak  &  H.  S.  Olcott, 
No,   7  Beekman  Streets, 

New  York,  October  14,  1871 

\r  Sir:  Agreeably  to  the  request  contained  in  your  letter  of  the  5th 
nber,  I  have,  in  conjunction  with  my  friend  Austin  Abbott,  Esq., 
ithor  of**  Abbott's  Digest,'  **  Abbott's  Practice  Reports,"  and  other 
nown  law  publications,  prepared  the  outline  draft  of  a  general 
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isurance  law  which  I  request  you  to  submit  to  the  national  insurance 
mvention  of  the  United  States,  for  debate,  criticism,  and  amendment. 
Itwill  be  found  to  present  in  a  tentative  form  such  a  statute  as  desired, 
it  much  consideration  of  details  will  be  necessary.  We  have  aimed  to 
nbodj  all  the  conclusions  reached  hy  the  convention  at  the  May 
tssion,  and  to  so  simplify  the  phraseology,  as,  while  expressing  clearly  the 
itent  of  legislators,  to  leave  no  opportunity  for  factious  litigants.  The 
:lations  of  the  state  with  the  corporations,  and  the  general  public,  have 
;en  so  defined  that,  while  the  provisions  of  the  act  are  calculated  to 
strain  the  former  from  the  exercise  of  too  irresponsible  authority,  at  the 
ime  time  they  afford  ample  scope  for  legitimate  business  undertakings, 
sd  protection  to  the  insured  from  the  violation  of  contracts. 
The  act  has  for  a  principal  object  the  establishment  of  reciprocal  good- 
ill  and  comity  of  action  between  States,  and  the  inauguration  of  a 
lore  enlightened  policy  in  the  regulation  of  the  great  and  beneficent 
:heme  of  insurance,  than  has  hitherto  prevailed. 

It  is  obvious  that  there  is  a  large  class  of  provisions  in  which  the  policy 
f  the  different  states  now  di&rs,  and  must  continue  to  differ;  and 
robably  no  general  law  could  be  drawn,  that  in  attempting  to  deal  with 
lem  all,  would  not  inevitably  come  into  conflict  with  some.  We  have 
lerefore  omitted  such  provisions  for  the  organization  of  companies,  and 
leir  relinquishment  of  business,  as  may  properly  be  left  to  the  constitu- 
onal  and  general  statutory  provisions  now  m  force. 
It  would  be  too  much  to  expect  that,  despite  our  best  endeavors,  we 
lould  not  have  made  some  errors  and  omissions;  but  I  am  confident 
latjrou  will  find  in  this  draft  many  features  that  will  commend  them- 
:lve6  to  the  enlightened  and  catholic  spirit  of  the  delegates. 
In  the  course  of  my  official  correspondence  during  the  recess,  I  have 
ircctly  and  indirectly  received  assurances  from  the  executives  of  several 
ates  that  they  are  prepared  to  receive  with  respect  the  suggestions 
hich  may  be  made  by  this  convention.  It  will  be  a  source  of  the 
reatest  satisfaction  if  Mr.  Abbott  and  I  shall  have  contributed,  in  any 
egree  however  slight,  toward  the  reform  of  the  insurance  legislation  of 
ic  country. 

I  remain,  dear  sir,  yours  very  respectfully, 

Henry  *iS.  Olcott, 
Secretary  of  ike  Conveuiion. 

Mr.  Skkbls  :  I  will  now  state  that  this  draft  is  nearly  ready — will  be 
:ady  this  evening  or  to-morrow  morning  to  distribute  to  the  members  of 
\t  convention. 

The  Prbsipbnt  :  I  would  name  as  the  committee  which  has 

cen  ordered  on   the    subject:    Mr.  Smith,  of  Kentucky,  Mr. 

Harke,  of  Massachusetts,  Mr.  Skeels,  of  California,   and  Mr. 

lartranft,  of   Pennsylvania.      Are  there  any   other  reports  of 

ommittees  to  be  presented  ? 

Mr.  Paiioe,  of  Maine :  I  wish  to  offer  a  resolution,  Mr.  President,  which 
\  suggested  to  my  mind  from  the  occurrence  of  two  or  three  events — that 
(,  with  reference  to  life  policies  held  by  bankrupts.  There  are  several 
nstances  in  my  professional  experience,  that  have  came  up,  where 
xtreme  hardship  has  resulted  in  the  cases;  and  it  is  well  known  to  you 
liat  our  representatives  last  winter  introduced  a  law  in  the  congress  of 
he  United  States  for  the  purpose  of  avoiding  this;  but  it  was  not  passed; 
md  I  think  that  by  this  convention  bringing  the  matter  to  the  congres- 
ional  notice,  it  might  be  more  readily  listened  to.  I  have  drawn  a 
tiolution  to  the  effect  as  follows : 
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"Resolved  unanimously" — I  say  **unani 
:ept  in — "that  in  the  opinion  of  this  conve 
provide  for  one's  family  and  dependents  b 
nsurance  is  not  only  justifiable,  but  should  I 
[>re  the  president  and  secretary  of  this  coi 
lame  to  memorialize  congress  so  as  to  an 
xcept  all  such  policies  from  its  provisions." 
hat  this  resolution  coming  forth  as  the  unai 
ion  will  have  good  effect.  I  would  here  say 
s  I  have  already  remarked,  that  frequent  < 
xperience,  when  individuals  who,  in  their  d 
ecured  policies  on  their  lives,  have  in 
urrender  those  policies  and  give  them  up  tc 
articular  benefit  to  the  creditors;  because 
aan's  life  is  clearly  of  no  value,  except  in  s 
uy  it  in :  and  in  such  cases  very  little  is  e\ 

great  loss  is  occasioned  to  the  family  who 
overty  of  the  benefit  of  it.  It  strikes  me 
lance  that  such  a  provision  should  be  enact 
iw  of  the  United  States ;  and  I  hope  it  will  i 
will  read  it  again  : 

**  Resolved  unanimously  that  in  the  opin 
onest  effort" — I  put  in  the  word  **  honest 
liat  there  may  be  dishonest  efforts — a  man 
ondition  may  put  his  money  into  a  life  poli( 
rom  his  creditors;  such  a  case  I  would  exce] 

Mr.  Caldwell,  of  Indiana  :  Let  me  interr 
im  whether  it  is  ever  presumed  that  insura 
'  honest "  methods.  That  word  is  common 
o  not  think  it  should  be  used  here. 

The  President  :  That  word  applies  to  the 

Mr.  Pains  (continues  reading)  :  '*  Every 
ne's  family  and  dependents  by  means  of  pol 
nly  justifiable  but  should  be  encouraged  " — 
ut — '*  and  that,  therefore,  the  president  and 
e  instructed  to  memorialize  congrress  so  as 
s  to  except  all  such  policies  from  its  provisi 

Mr.  Gaines,  of  Louisiana:  It  strikes  me 
olice  of  life  insurance  and  makes  it  the  basi 

0  with  his  other  assets.  If  he  want  a  polic 
f  his  family  let  him  make  his  wife  the  applic 
he  provision  for  the  family  is  so  easy  of  a( 
luch  the  policy  of  protecting  such  policies, 
ur  state  of  a  company  taking  out  a  hundi 
ne  who  owed  very  largely.  He  enjoys  the 
nd  his  creditors  are  put  into  bankruptcy. 

Mr.  Reynolds  :  I  move  that  the  further  di 
eferred  until  tomorrow's  session.  While  I 
efore  us  needs  explanation,  I  am  not  fu 
esolution.  It  has  been  very  well  said  thai 
is  family  he  can  do  so,  under  the  provisic 
ankruptcy  cannot  touch  touch  it.  This  resc 
onvention  would  necessarily  have  much  "^ 
lat  it  will  be  well  matured  before  we  adopt : 

Mr.  Paine  :  I  do  not  object  to  its  lying  or 

1  reference  to  the  remarks  which  have  been 
ly  right  (Mr.  Gaines)  and  left  (Mr.  Reyni 
ley  provide  is  entirely  inadequate.  I  have 
lis  business  as  a  professional  man,  and  th( 
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ot  one  in  a  hundred,  that  has  come  within  mj  observation  who  has 
iken  that  precaution.  Take  my  own  case  as  an  illustration.  I  have 
iveral  policies  on  mjr  life,  some  taken  twenty  or  thirty  jears  ago,  and 
have  taken  others  very  recently.  I  have  always  taken  them  in  my  own 
ame,  and  I  always  recommend  others  to  do  the  same.  I  have  a  weak 
od  infirm  wife.  I  knew  that  my  life  was  much  more  liable  to  extend 
ejond  hers,  than  hers  beyond  mine.  If  I  made  the  policy  payable  to 
er  there  would  come  the  trouble  of  having  a  policy  made  payable  to  a 

'      '  '  a  family  of  little  children.     I 

hen  I  die  some  of  those  children 

1  cannot  tell.  I  prefer  to  leave 
die  and  suit  the  circumstances, 
ive  always  been,  and  I  hope 
should  not  go  into  insolvency, 
g.     What  we  have  just  seen  m 

2  who  are  the  richest,  in  fifteen 
I  we  take  out  a  life  policy  with 
le  best  way  that  we  can,  for  our 
it "  put  in  that  resolution  meets 

/  left  (Mr.  Reynolds)  and  the 
entleman  on  my  right^CMr.  Gaines),  i'n  the  cases  that  they  supposed, 
used  the  word  **  honest "  understand ingly.  I  used  it  deliberately.  The 
lews  that  they  gave  do  not  change  my  opinion  in  the  least. 
The  President  :  It  seems  to  me  that  this  resolution,  under  the  rule, 
lould  go  to  the  committee. 

Mr.  Gaines  :  It  is  so  perfectly  feasible  for  every  one  who  contemplates 
ren  the  possibility  of  a  state  of  insolvence  to  at  once  endorse  every 
olicy  held  in  his  own  name  to  his  family,  which  fully  protects  it,  that  I 
ot  only  doubt,  but  I  am  seriously  impressed  with  the  disadvantage  of 
aving  any  such  legislation  upon  life  insurance  policies  as  can  make 
lem  the  medium  of  fraud.  If,  when  one  takes  out  a  policy  he  intends 
)  protect  his  family,  the  course  Is  plain.  If,  when  he  takes  a  policy  he 
)ntemplates  the  possibility  of  his  wanting  to  use  it  as  a  security,  and 
efore  the  necessity  for  such  use  he  becomes  insolvent,  it  should  go  into 
is  assets  with  his  estate,  and  he  should  not  be  permitted  to  transfer  it  to 
is  family  without  he  becomes  embarassed.  If  there  lives  a  man  to-day 
ho  wants  to  apply  his  policy  for  the  purposes  suggested  by  the  gentle- 
lanfrom  Maine  (Mr.  Paine)  all  he  has  to  do  is  to  indorse  it  to  his  family^ 
nd  it  is  secure  against  every  attempt. 

Mr.  Paine  :  What  is  the  motion  before  the  house — to  refer,  or  lie  on 
le  table. 

The  President  :  It  seems  to  be  regular,  under  the  rule  of  the  last 
jssion,  to  refer  the  resolution. 

Mr.  Reynolds  :  I  change  my  motion  and  move  to  refer  it. 
The  President  :  It  will  take  that  course,  under  the  rule,  unless  there 
5  objection. 

Mr.  Brbese,  vice-president,  in  the  chair. 

Mr.  Gaines  :  I  move  that  the  sessions  of  the  convention  be  from  10-30 
L-  M.,  to  4  P.  M.,  with  a  recess  from  i  to  i^  every  day,  the  alteration 
[>take  effect  immediately. 

Mr.  Russell,  of  Iowa :  I  move  to  strike  out  all  relating  to  the  time  of 
djournment.  I  think  that  can  be  better  regulated  from  day  to  day  as 
he  convention  may  determine.     We  may  not  see  proper  to  sit  here  until 

o'clock,  or,  perhaps,  want  to  extend  our  sessions  a  little  beyond  that 
our.  If  you  adopt  t)i  is  rule  you  will  either  have  to  follow  it  up,  and  adjourn 
1 4  o'clock,  or  we  will  have  to  change  it.  I  would  therefore  move  to 
trike  out  ail  relating  to  the  time  of  adjournment. 

Mr.  Gaines  :  My  purpose  is  to  have  such  sessions  of  the  convention  a^ 
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will  a>e  convenient  to  tne  delegates,  and  tend  to  the  prompt  dispatch  of 
business,  and  I  will  accept  the  amendment  in  order  that  a  yote  on  it  maj 
be  taken. 

The  question  being  put  on  the  amendment  of  Mr.  Russell,  it 
was  agreed  to,  and  the  original  motion,  as  amended,  was  carried. 
Mr.  KLarvky,  of  Missouri,  offered  the  following : 

Resolredy  That  a  committee  of  three  be  appointed  to  consider  and  report 
to  this  convention  a  plan  for  the  winding  up  of  insolvent  insurance 
companies.     He  then  said : 

I  would  say  that  I  have  talked  with '  some  members  of  the  convention, 
and  some  of  them  think  this  matter  ought  to  go  in  the  hands  of  the 
committee  on  legislation  which  has  been  appointed  this  morning,  while 
others  think  that  an  independent  committee  should  be  appointed.  There 
are  some  plans  to  present,  a  little  different  from  any  which  obtain  in 
this  country;  indeed,  there  is  no  plan  in  this  country  that  I  know  of 
which  is  proper  fo  be  used  in  winding  up  an  insurance  company,  either 
life  or  fire,  and  it  is  time  that  the  legislatures  of  the  several  states  should 
adopt  something  of  that  sorL 

Mr.  Russell  :  It  seems  to  me  that  what  action  we  take  here  should  be  as 
harmonious  as  possible.  As  I  understand  it,  we  have  already  appointed 
a  committee  to  draft  a  law — a  form  of  law — to  be  submitted  for  the 
consideration  of  this  convention,  and  if  they  recommend  the  essential 
features  of  that  to  the  several  states  for  adoption — it  seems  to  me  that  the 
subject  matter  embraced  in  this  resolution  would  necessarily  come  under 
the  consideration  of  this  committee  already  appointed.  If  we  should 
adopt  the  resolution  and  appoint  the  committee  suggested,  it  would, 
perhaps,  come  in  conflict  with  the  report  to  be  made  by  the  gentlemen 
who  are  already  appointed  to  prepare  and  draft  a  bill.  This  committee 
might  take  this  matter  into  consideration,  and  not  be  able  to  report  at  the 
time  this  proposed  bill  will  come  up  for  consideration  by  this  convention. 
It  seems  to  me,  Mr.  President,  that  if  we  appoint  this  committee  it 
might  be  informal.  We  might  be  called  upon  to  consider  the  report  of 
the  committee  already  appointed  before  this  committee  would  be  ready  to 
report.  If  this  committee  were  appointed  and  would  take  up  this  subject 
for  consideration  by  themselves  and  co-operate  with  the  committee  already 
appointed,  I  would  not  have  any  serious  objection,  but  I  do  not  see  that 
there  is  any  necessity  for  appointing  another  committee  to  consider  this 
subject  separately ;  I  would  like  to  hear  the  expression  of  the  members 
of  the  convention  in  relation  to  the  subject  before  the  question  is  put 

Mr.  Smith,  of  Kentucky :  As  chairman  of  the  committee  on  legislation, 
just  appointed,  my  own  feeling  is,  to  go  on  in  the  manner  in 
which  we  have  gone  on.  This  certainly  is  a  specially  important 
subject.  We  have  had  a  dozen  or  more  such  committees,  and  thcj 
have  gone  to  work.  I  think  that  a  committee  can  act  on  this  simple  and 
single  subject  before  the  committee  on  legislation  will  be  ready.  I  do 
not  think  there  will  be  a  particle  of  collision  if  it  should  be  appointed, 
and  I  hope  that  the  motion  will  prevail  and  the  committee  be  appointed. 

Mr.  Miller,  of  New  York:  Although  not  in  when  this  resolution  was 
offered,  I  am  aware  of  its  nature. 

I  would  like  to  state,  very  briefly,  my  view  in  regard  to  this  committee 
of  legislation.  It  agrees  substantially  with  what  has  been  uttered  by  the 
gentlemen  from  Kentucky  (General  Smith),  that  its  business  is  princi- 
pally to  put  in  form  the  results  of  the  action  of  other  committees  and  of 
the  convention.  And,  gentlemen,  I  hope  that  that  committee  will  bare 
the  co-operation  and  the  arsistance  not  only  of  every  special  committee 
having  any  important  subject  in  charge,  but  of  every  individual  membef 
of  the  convention,  and  of  every  individual  member  of  the  insurance 
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rtternityt  and  of  ererj  person  interested  in  the  subject  who  has  a 
uggestion  to  make.  I  know  that  that  committee  will  receive  with  pleasure 
md  satisfaction  every  suggestion  upon  every  subject  which  has  been 
ubmitted  to  their  care.  I  know  that  the  lite  companies,  for  instance, 
live  appointed  a  committee  on  the  subject  for  the  purpose  of  co^^pera- 
ion,  and  I  feel  that  this  committee — I  know  that  this  committee — will 
eceive  the  suggestions  of  anjr  committee  that  the  fire  underwriters  maj 
ppoint  What  we  want,  gentlemen^  is,  as  far  as  practicable,  to  propose 
i  general  measure,  not,  of  course,  to  dictate  the  identical  words  to  be 
ised,  but  still,  to  submit  a  general  form  of  act  which  will  be  acceptable ; 
rhich  will  embody  the  views  of  this  convention,  and  mav  be  adopted 
)f  all  states  which  hereafter  legislate  upon  the  subject  This  is  a  great 
tep  towards  that  ultimate  object  which  we  seek  to  obtain — uniformity — 
ind  I  hope  that  every  individual  member  of  the  convention  will  heartily 
o-operate  in  giving  all  the  suggestions  that  this  committee  may  want 

Mr.  Gaines:  I  move  that  the  subject  embraced  in  the  motion  of  the 
[entleman  from  Missouri  (Mr.  Harvey)  be  referred  to  the  committee  on 
aiscellaneous  subjects. 

The  President  :  If  there  is  no  objection,  that  reference  will  be  made. 

Mr.  Reynolds  :  As  I  understand  the  motion  of  the  gentleman  from 
Missouri,  it  was  for  the  appointment  of  a  sub-committee  to  report  upon 
I  subject  that  has  not  been  assigned.  I  hope  that  that  committee  will  be 
ppomted. 

Mr.  Breese  :  What  is  the  resolution  of  the  gentleman  from  Missouri 
Mr.  Harvey)  ? 

The  President  :  I  misunderstood  the  motion  of  the  gentleman;  the 
notion  of  Mr.  Gaines  was  an  amendment  to  the  resolution  of  Mr.  Harvey, 
hat  this  subject  be  referred  to  the  committee  on  miscellaneous  subjects. 

Mr.  Gaines  :  If  I  may  be  excused  I  will  state  my  reason  for  it,  which  is 
his:  that  I  suppose  the  most  experienced  gentlemen  in  this  convention — 
hose  highest  in  office — are  already  upon  these  committees,  so  that  if  a 
lew  committee  were  constituted  you  would  have,  in  your  appointments, 
ither  to  impose  double  duty  upon  them  or  to  avoid  them  entirely,  and 
appoint  a  new  committee.  I  think  it  altogether  probable  that  the  com- 
nittee  on  miscellaneous  subjects  would  be  more  thoroughly  conversant 
rith  this  subject  than  any  other. 

The  President  :  Is  the  motion  of  the  gentleman  from  Louisiana  (Mr. 
jaines)  seconded  ? 

Mr.  Smith  :  I  hope  that  the  motion  of  the  gentleman  from  Missouri 
Mr.  Harvey)  will  prevail.     The  subject  is  certainly  important  enough 


iow  that  it  has  come  pp.  We  of  this  committee  when  we  were  auite 
lurried  designated  these  different  subjects.  What  we  could  not  call  up 
ind  specify  at  that  time,  we  threw  over  on  to  one  committee.     I  think 


his  subject  is  important  enough  now  to  come  out  of  that  committee.  I 
lo  not  mean  from  those  particular  persons,  but  to  have  quite  a  large  com- 
uittee  for  this  specific  and  especial  subject 

Mr.  Gaines  :  I  withdraw  my  motion. 

Mr.  Paine  :  It  has  been  discussed  here  a  good  der.l  among  the  people, 
f  not  at  the  board,  that  some  measures  should  be  taken  with  reference  to 
irhat  should  be  done  towards  those  companies  which  are  deeply  involved 
n  the  losses  by  the  Chicago  fire.  I  ask  the  mover  of  this  resolution  (Mr. 
flarvey,  of  Missouri,)  if  he  intends  to  embrace  that  subject  in  his 
notion  ? 

Mr.  Harvey,  of  Missouri :  That  is  chisfly  the  obiect  of  the  resolution. 
Fhe  result  of  the  Chicago  fire  has  indicated  that  the  fire  insurance  com- 
panies need  the  benefit  of  the  people  just  as  much  as  the  actual  sufferers 
irho  have  been  driven  out  of  their  homes.  We  want  to  find  out  if  there 
i«  any  elasticity  in  the  laws  which  can  be  extended  over  these  companies 
DOW,  and  if  not,  we  want  to  provide  it  in  the  future  that,  in  a  case  of  this 
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kind,  there  shall  be  some  ready  hand  in  the 
companies  over  their  difficulties. 

The  question  was  then  taken  on  the  r 

of  Missouri,  and  carried. 

Mr.  Skeels:  The  miscellaneous  commi 
persons ;  two  of  them  are  not  now  members 
suggest  that  the  president,  at  his  leisure,  fill 

The  President  :  Will  the  gentleman  give 
cies  on  the  committee  ? 

Mr.  Skeels  :  Neither  the  gentleman  from 
the  gentleman  from  Pennsylvania  (Mr.  Forci 

Mr.  Harvey,  of  Missouri :  I  was  about  to 
the  convention  fill  all  vacancies  which  exist 
ippointed,  and  that  one  member  be  added  to 

Mr.  Smith  :  Before  that  motion  is  put  I  wc 
understood,  as  between  the  convention  and  I 
pehether  I  am  discharged.  I  asked  to  be 
understood  that  I  was.  If  I  am  to  remain  oi 
lo  not  see  what  I  can  do  in  general  legislat 
[  submitted  my  report,  which  is  now  open 
liscussion  of  which  a  time  has  been  set. 
especial  business  to  fight  for  it,  it  can  stand  c 
mswer  questions;  but  I  understood  that  tha 

The  President  :  The  report  was  received. 
wtLS  any  other  action  taken. 

Mr.  Row:  I  think  the  chairman  was  not 
nove  that  the  committee  be  discharged,  but 

Mr.  Paine  :  I  want  to  know  if  I  have  to  g< 
igain. 

Mr.  Reynolds  :  I  hope  that  no  committee 
idjournment  of  the  convention.  The  moti( 
irill  certainlv  benefit  my  friend  from  Kentu< 
ret  an  additional  man  to  help  him  through, 
eport  comes  up  for  discussion  he  will  stand 
idditional  member  on  his  committee  he  will 

The  President:  I  wish  the  members  < 
?ould  inform  me  if  there  are  any  vacancies  i 

Under  the  resolution  of  Mr.  Harvey 
IS  the  committee,  Messrs.  Harvey,  of  I 
sachusetts,  and  Russell,  of  Iowa. 

Mr.  Facklbr,  special  delegate  from  Te 
>efore  the  convention  at  the  present  time? 

The  President  :   Nothing  at  all. 

Mr.  Facklbr  :  I  would  suggest  that  a  res 
he  last  session  be  taken  from  the  table,  adop 
nittee  on  legislation  for  their  action.  I  refei 
ly  Mr.  Skeels  and  found  at  the  bottom  of  | 
«edings  May  session,  1871.    The  resolution 

**  Whereas,  a  century's  experience  in  thii 
hown  that  insurances  on  the  lives  of  dep' 
existence  is  of  no  pecuniaiy  importance  to  o 
Time  in  some  cases;  and  though  it  is  not  pc 
uch  occurrences,  it  is  practicable  to  preven 
»eyond  the  age  at  which  most  men  beo 
lependents;  therefore, 
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"  R^solvtd^  That  it  it  desirable  for  all  ttates  to  enact  that  after  some 
nvenient  date,  no  policies  shall  be  issued  on  the  lives  of  their  citizens 
r  terms  extending  bejond  the  age  of  seventj-five  (75).** 
All  persons  who  are  familiar  with  Wright's  reports,  will,  I  think, 
cognize  the  importance  of  the  principle  that  is  embodied  in  this  reso- 
tion.  Professor  Wright,  of  Massachusetts,  manjr  jFcars  ago,  called 
tention  to  the  importance  of  some  such  legislation.  It  has  never  yet 
en  attained,  thoueh  a  number  of  companies  have  endeavored  to 
come  popular,  b^  issuing  policies  terminating  at  the  age  of  seventy- 
e,  and,  in  fact^  discarded  whole  life  policies. 

But  the  fact  that  it  required  a  slightlj  increased  rate  seemed  to  interfere 
ththe  popularization  of  the  feature.  As  yet,  we  have, had  very  few 
Res  where  an  insurance  company  have  extended  beyond  the  aee  of 
?ent^-five,  and  as  a  consequence,  there  have  been  very  few,  if  any 
ses,  in  which  murder  has  resulted  from  the  desire  of  those  who  would 
ofit  by  the  termination  of  the  life,  or  in  any  way  bringing  about  the 
tth  of  the  party  insured.  But  there  have  been  a  great  many  such 
iet  in  England,  where  there  are  insurances  on  lives  that  have  certainly 
:ained  the  age  of  ninety-five ;  and  although  as  yet  there  has  been  no 
tnonstrative  necessity  for  anything  of  that  kind  in  this  country,  it  is 
II  to  provide  against  the  necessity  which  will  no  doubt  soon  arise, 
cause  we  have  the  experience  of  England  in  this  respect,  in  regard  to 
1  persons,  and  we  have  the  experience  of  companies  in  this  country 
th  regard  to  the  insurance  on  the  lives  of  wives,  where  there  have  been 
lumber  of  wife-murders  to  obtain  the  sum  assured,  and  the  husband 
s  obtained  the  amount  of  the  policy.  I  therefore  move  that  this  resolu- 
n  be  taken  from  the  table  for  action. 

The  question  being  put,  the^  resolution  was  taken  from  the 
)le. 

Phe  Prssibsnt  :  The  other  part  of  the  resolution  of  the  gentleman, 

le  adoption  of  the  resolution  as  the  sense  of  the  convention,)  is  open 

^our  consideration.     I  would  like  to  hear  from  General  Smith  on  this 

)ject ;    as  to  whether  it  comes  at  all  into  the  question  of  the  con- 

eration  of  the  mortality  table. 

At,  Smith  :  The  committee  were  discharged  yesterday,  and  we  have 

L  taken  this  matter  into  consideration.     I  would  rather  it  should  come 

ore  the  committee  as  suggested,  than  to  come  before  me  now.    I  think 

mght  to  go  before  the  committee.     I  am  not  prepared  to  vote  on  it 

'self  at  the  present  lime. 

At,  Facklkr  :  The  motion  was  that  it  go  to  the  committee  on  legisla- 

n. 

rhe  Prssidrnt:   And  that  they  incorporate  the  principles  of  the 

olution  in  a  law,  as  I  understand  the  resolution. 

At.  Facklkr  :  That  they  incorporate  the  principles  in  a  law. 

At.  Smith  :  Provided  that  when  the  subject  comes  before  the  conven- 

n  for  discussion  and  is  discussed,  as  all  important  subjects  have  been, 

^hey  choose  to  recommend  it     All  I  would  be  willing  now  to  agree  to 

uld  be,  that  the  subject  go  before  this  committee,  and  that  we  agree 

take  it  up  as  we  do  everything  else;    but  not  regard  it  as  a  matter 

ally  decided  by  the  convention  at  this  stage. 

At.  Painr  :  I  hope  that  we  shall  not  even  trouble  the  committee  with 

!  resolution.      I  cannot  see  why  we  should,  and  I  hope  that  we  shall 

t  trouble  the  committee  with  it. 

At.  Reynolds  :  I  move  that  the  resolution  be  referred  to  the  com* 

ttee  on  legislation  for  consideration. 
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The  President  :  That  it  an  amendment  to  the  < 
the  gentleman  from  Tennessee  (Mr.  Fackler). 
Mr.  Facklbr  :  I  accept  that  amendment. 

The  question  was  taken  on  referring  the 
committee  on  legislation  and  carried. 

On  motion  of  Mr.  Breese,  the  convention  at 
o'clock  adjourned. 
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THIRD  DAY. 


The  convention  met  at  half-past  lo  A.  M.,  the  President  in  the 

chair. 

Mr  Painb,  of  Maine,  then  read  the  following  report : 

The  cotnTnittee  appointed  to  consider  the  subject  of  making  permanent 
the  organization  of  the  convention  beg  leave  to  report. 

That  they*  have  very  generally  consulted  the  views  of  its  different 
members  and  other  parties  interested  on  the  subject  of  insurance,  and 
are  unanimously  of  opinion  that  such  permanent  organization  is  desir- 
able. The  committee  feel  that  all  the  members  of  the  convention  are  too 
strongly  impressed  with  the  great  benefits  which  they  have  individually 
derived  from  the  sessions  already  held,  saying  nothing  of  the  results  to 
the  cause  of  insurance  generally,  to  make  necessary  any  argument  in 
support  of  their  conclusion.  Suffice  it  to  say  that  all  feel  stronger,  wiser, 
and  more  competent  to  perform  their  official  duties  at  home,  Dy  the  aid 
and  advice  which  their  mutual  association  here  has  elicited. 

The  only  serious  objection  which  seems  to  interpose,  is  that  arising 
from  the  expense  necessarily  consequent  upon  the  meetings  of  the  con- 
▼ention.  With  reference  to  these  it  is  to  be  hoped  that  the  several  states 
urillsee  the  interests  of  their  respective  people  sufficiently  involved  in  the 
movement  to  be  willing  to  pay  each  its  own  officer's  expenses  for  attend- 
ance. The  generous  character  of  the  insurance  press  of  the  country,  it 
is  thought,  will  warrant  the  conclusion  that  the  printing  will  be  done  by 
them  not  only  gratuitously,  but  thankfully  even.  It  is  also  concluded 
that  the  clericalduties  of  secretary  who  may  be  one  of  the  convention's 
ow^n  members,  if  so  please,  will  aUo  be  performed  on  the  same  liberal 
basis.  And  the  committee  do  not  hesitate  to  trust  the  generosity  of  the 
companies  to  afford  the  convention  the  use  of  proper  accommodations 
for  its  meetings.  At  all  events,  your  committee  have  not  felt  that  the 
objections  arising  from  this  cause  should  be  allowed  to  stand  in  the  way 
of  the  proposed  organization,  without  first  trying  the  experiment.  The 
history  of  the  convention  thus  far  certainly  justifies  no  ill  auguries  of  the 
.future  in  this  particular. 

The  professed  object  of  the  convention  beine  solely  for  the  purpose  of 
mutual  consultation,  it  would  seem  that  the  band  which  is  proposed  to 
bind  us  together  is  but  a  rope  of  sand.  Still,  it  is  hoped  and  confidently 
believed  that  it  will  prove  of  sufficient  strength  to  hold  for  years,  but  if 
otherwitie,  that  little  harm  will  result  from  its  breaking.  It  is  to  be 
remembered  that  no  bonds  are  so  strong  as  those  unwritten  ones  of 
frnmily^  neighborhood  and  friends,  mutually  dependent  upon  each  other's 
f/mpathiea  and  good  offices. 
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pressed  with  these  yiews,  jour  committee  herewith  submit  a  draft  o 
titution  or  rules  for  the  organization  of  the  proposed  convention. 
All  which  is  respectfully  submited, 

Albert  W.  Paink,  Chairman, 

MEMORANDUM    DRAFT    OF   A    CONSTITUTION, 
voluntary  association  hy  the  name  of  the 

National  Insurancb  Comvsntion 

reby  formed,  composed  of  the  several  officers  having  charge  of  tb 
-ance  departments  of  their  respective  states  and  territories,  or  persoc 
ted  bj  them  respectively,  for  the  purpose  of  mutual  consultation  o 
ers  pertaining  to  their  general  superintendence.  In  states  an 
iories  where  no  such  department  exists,  the  governor  shall  have  tt 
:  to  appoint  a  member. 

I. 
e  officers  of  the  association  consist  of  a  president,  vice-president  an 
tary,  and  an  executive  committee  of  three,  of  which  the  presidei 
be  one  and  its  chairman;  all  which  officers  are  chosen  bj  ballot  i 
nnual  meeting,  and  hold  office  until  others  are  elected. 


e  duties  of  president,  vice-president  and  secretary  are  such  \ 
larily  devolve  on  those  officers  in  similar  associations.  The  execi 
ommittee  have  the  general  oversight  and  direction  of  its  a£fairi,  n( 
n  the  province  of  the  other  officers. 


e  annual  meeting  of  the  association  is  held  on  the  third  Wednesda 
ly,  at  such  place  as  the  executive  committee  appoints,  notice  wher 
^iven  to  each  member  seasonably  by  the  secretary,  by  mail.  Tl 
iation  may,  however,  by  vote  at  any  meeting  fix  the  time  or  place  < 
ixt  meeting,  in  which  case  notice  from  the  secretary  is  waived. 

IV. 

e  general  rules  for  the  government  of  the  association  at  its  meetiaj 
hose  ordinarily  adopted  by  deliberative  assemblies,  each  stat 
ory  and  district  having  one  vote. 


lenever  the  president  ceases  to  be  a  member,  the  vice-prcsidci 
his  place,  and  becomes  a  member  of  the  executive  committ< 
I  when  both  cease  to  be  members,  the  next  in  order  of  the  executii 
littee  becomes  its  chairman,  the  remaining  member  or  membei 
ig  all  the  powers  of  the  committee  until  the  vacancies  are  fille< 
in  case  all  the  members  of  the  executive  committee  cease  to  b 
jers  of  the  association,  the  secretary  fixes  the  place  of  meeting. 


:se  rules  may  be  amended,  or  annulled,  and  new  ones  adopted  i 
meeting  of  the  association. 

Reynolds  :  I  move  the  acceptance  of  the  report, 
question  was  put  on  the  acceptation  of  the  report,  aii< 


le 
ed 
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Mr.  RBVNOI.DS  :  I  made  the  motion  to  have  the  report  received ;  and  I 
ipposed  it  was  then  up  for  any  disposition  that  the  convention  would 
€  fit  to  make.  It  is  suggested  by  some  one  that  the  motion  should  be 
langed  to  acceptance  of  the  report,  and  it  be  laid  on  the  table  to  be 
ken  up  at  some  future  time.  I  will  change  the  motion  in  that  way. 
Mr.  Paine:  Mj  object  in  offering  it  this  morning  was  for  that  very 
irpose:  That  it  might  be  offered  now,  laid  upon  the  table,  and  taken 
to  consideration  at  some  future  time. 

The  question  was  put  on  the  motion   of  Mr.  Reynolds,  as 

nended,  and  carried. 

Mr.  Smith  offered  the  following  resolution  : 

Resolvedy  That  with  a  view  to  facilitate  the  business  of  the  conven- 
on,  all  resolutions  f-hall  be  offered  in  writing,  and  referred  without 
:bate  to  the  appropriate  committees. 

The  question  was  put  on  the  resolution  of  General  Smith,  and 

irried. 

The  Prbsidbnt:   I   have   filled   the   vacancies  which   have 

xurred  in  the   committees,    and    made    several    additions  as 

illows : 

To  committee  No.  i,  I  have  added  the  name  of  Mr.  Williams, 

f  Ohio.     In  place  of  Mr.  Woolford  on  committee  No.  2,  I  have 

ut  Mr.  Clarke,  of  Massachusetts,  and  an  additional  member, 

[r.  Gillespie,  of  Nebraska. 

Upon  committee  No  3,  Mr.  Harvey  was  substituted  for  Mr. 

rinkerhoff,  at  his  own   request,  as  a  delegate  from  the  same 

ate.    And  Mr.  Skeels,  of  California,  added. 

Mr.  Bacon,  of  Mississippi,  is  added  to  committee  No.  4. 

On  committee  No.  5,  all  the  original  members  are  absent,  and 

thers  are  here  in  their  places.     On  that  committee  I  substituted 

►r  Mr.  King,  who  was  the  former  chairman,  Mr.  Harvey  from 

le  same  state.     I  also  name  Messrs.  Berry,  Strait  and  Alfricnd 

s  the  other  members  of  that  committee. 

Committee  No.  6  is  on  miscellaneous  questions ;  and  on  it  the 

ame  of  Mr.  Gaines  is  substituted  for  Mr.  McGill,  and  the  name 

f  Mr.  Russell,  of  Iowa,  added. 

Upon  resolution  of  Mr.  Harvey,  that  a  committee  of  three  be 

ppointed  to  report  on  the  subject  of  winding-up  insolvent  com- 

anies,  I  would  name  as  the  committee  Mr.  Harvey,  Mr.  Clarke, 

f  Massachusetts,  and  Mr.  Kelsey,  of  New  Jersey. 

Mr.  Brsesb  :  Before  the  consideration  of  the  special  order  of  the  day, 
would  say  that  the  committee  on  taxation,  feea  and  deposits  have  failed 
>  fully  agree  upon  their  report  at  the  last  session.     I  would  like  to 
ave  the  subject  re-committecf  to  them  at  this  time. 
Thk  President  :  Do  you  make  that  as  a  motion? 
Mr.  Brbbsb  :  I  do. 
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The  question  was  put  on  motion  of 

Mr.  Caldwell  :  I  would  also  ask  that 
re-committed. 

The  President  :  I  put  the  question  in  tJ 
subject  matter. 

Mr.  Hartranft  :  I  did  not  expect  to  be 
convention,  and  I  appointed  as  my  substiti 
New  Tork  Underwriter,  He  desires  to  b 
involved  in  the  report,  which  will  be  under 
present  now.    I  was  going  to  ask  that  when 

Sermitted  to  make  some  remarks;  that  \ 
oor  at  any  time  he  sees  proper. 

The  Prbsidsnt  :  I  am  informed  bj  the 
to  be  taken  up  at  the  hour  of  twelve.    Thi 

Mr.  Hartranft  :  That  was  my  understa 
permitted  to  express  his  views  on  the  subjc 

The  President  :  I  suppose  there  is  no  < 
gentleman  from  Pennsylvania,  can  substitui 

Mr.  Paine  :  I  would  be  in  favor  of  granti 
were  it  not  for  the  evil  of  the  precedent, 
not  be  adopted ;  otherwise  the  door  will  b< 
discuss  this  matter.  We  will  of  course  g 
other  gentleman  the  privilege  of  coming  i 
but  if  we  should  throw  our  doors  open  to 
through. 

The  President  :  There  is  no  motion  be 

Mr.  Russell  :  I  understand  that  there  i 
convention;  the  gentleman  from  Maine, 
report  upon  permanent  organization,  w! 
suppose  there  is  no  objection  to  consider  the 
future  time.  I  would,  therefore,  move,  sir, 
the  table  and  considered  now  by  the  conve 

Mr.  Caldwell:  For  myself  I  do  not  f 
question.  I  think  that  the  report  of  the  co 
are  some  facts  connected  with  permanent 
for  myself  to  think  about.  I  think  we  wou 
this  matter  at  least  for  a  day  or  two ;  and  I 
we  can  discuss.  We  have  never  talked  of 
and  therefore  I  am  opposed  to  taking  up  t 

Mr.  Russell  :  I  presume  sir,  that  the 
would  be  as  ready  to  consider  now,  as  at  a 
pose  to  do  in  reference  to  this  matter  of  p 
myself,  I  came  here  to  transact  some  busin 
little  to  do  this  morning,  and  I  cannot  see 
conclusion  in  relation  to  this  matter  now, 
We  have  had  the  matter  considered  by  tl 
made  their  report ;  and  I  suppose  that  repi 
we  act  when  we  go  into  a  discussion  of 
from  Maine,  (Mr.  Paine),  has  no  objection 
own  part,  I  would  rather  see  it  disposed  of 
convention  accomplish  something — ^get  d 
go  home. 

The  question  was  then  put  on  the  e 
carried. 

The  secretary  read  the  report  of  th< 
organization. 
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Mr.  Rktnolos  :  I  more  the  ftdoption  of  the  report 

Mr.  Caldwell  :  Mr.  President,  I  would  suggest  that  we  haye  not  heai 
til  the  report    The  constitution  must  alto  be  rend. 

Mr.  RsYXOLDS :  I  think  the  report  has  been  read.  The  constitution  i 
a  different  matter. 

The  Prbsidbkt  :  Excuse  me  for  the  suggestion,  but  I  supposed  thi 
recommendation  of  a  permanent  organization  would  elicit  some  discut 
tion,  and  that  there  were  different  views  on  the  subject.  I  hope  th 
members  of  the  convention  #rill  have  no  hesitation  in  expressing  the! 
views.  If  the  sentiment  is  unanimous  in  favor  of  it,  then  the  constitutio 
is  t  mere  matter  of  detail. 

Mr.  Rbynolds  :  The  reason  that  I  make  this  motion  is  simply  that  t 
this  stage  of  the  proceedings  we  can  determine  whether  or  not  we  are  goin 
to  perpetuate  our  organization.  And  before  the  adoption  or  even  th 
consideration  of  a  constitution,  it  would  be  very  important  for  us  to  detei 
mine,  as  members  of  the  convention,  whether  or  not  we  propose  t 
continue  it;  and  whether  it  is  our  unanimous  expression.  For  one,  I  (a 
that  it  is  very  important;  but  still,  if  there  is  much  opposition  to  it  fror 
different  sections  of  the  country,  I  think  it  would  be  needless  to  adopt 
constitution,  and  enter  upon  an  organization  that  will  fail  on  account  c 
the  want  of  interest  in  the  different  states  of  the  Union.  If  we  can  fee 
however,  that  the  different  sections,  north,  south,  east,  and  west,  take  a 
interest  in  this  convention  and  this  voliAtary  organization,  then  it  ca 
be  adopted,  if  not  for  a  perpetual  organization,  at  least  for  years. 

The  President  :  Does  any  other  gentleman  wish  to  be  heard  on  thi 
subject? 

Mr.  Breesb  :  The  carrying  on  of  this  motion  will  determine  the  quei 
tion  whether  the  convention  shall  continue  or  not — will  it  not? 

The  President:  Whether  or  not  we  propose  to  form  a  permaner 
organization. 

Mr.  W.  £.  Harvey:  Will  the  adoption  of  the  motion  include  the  adop 
don  of  the  by-laws  and  constitution. 

The  President  :  No,  sir. 

Mr.  W.  E.  Harvey  :  I  am  in  favor  of  having  a  vote  taken.  I  think  th 
report  of  the  committee  is  outside  of  the  question  of  a  constitution. 

The  President  :  That  is  the  motion  as  it  now  stands ;  that  a  generi 
organization  is  desirable  to  be  formed. 

The  question  was  then  taken  upon  the  motion  of  Mr.  Reynoldi 
and  carried  unanimously. 

The  Secretary  then  read  the  constitution. 

Mr.  Paine  :  A  vote  having  been  already  taken  in  favor  of  the  organi 
Eation,  it  has  been  suggested  to  me  as  an  amendment,  which  I  think  ver 
ippropriate,  namely,  to  have  the  whole  subject  laid  on  the  table.  Men 
bcrs  may  then  get  ready  and  make  such  amendments  as  they  see  fit 
think  it  would  be  better  if  they  would  allow  the  matter  to  lie  on  th 
table  now,  and  take  up  something  eUc. 

Mr.  Harvey,  of  Missouri :  I  would  say  that  a  portion  of  the  fin 
lection  of  the  constitution  to  which  my  attention  has  been  directed  need 
correction;  and  I  think  that  the  constitution  had  better  lie  upon  th 
table  for  further  consideration  before  being  acted  upon.  "In  states  an 
territories  where  no  such  department  exists,  the  governor  shall  have  th 
right  to  appoint  a  member;  and  any  member  may  act  by  proxy,  c 
appoint  a  substitute."  It  is  well  enough  for  a  supervising  otticer  t 
sppoint  a  proxy  as  a  member  of  the  convention,  by  special  appointmer 
by  the  governor  or  otherwise ;  but  I  do  not  approve  of  members  appoin 
ing  proxies.  My  motion  then  is  that  the  remaining  part  of  the  repoi 
not  now  acted  upon  lie  upon  the  table  and  be  printed. 


Digitized  by 


Google 


28 

The  question  was  put  on  the  motion  of  Mr.  Harvey,  of  Missouri 
and  carried. 

Mr.  Harvey,  of  Missouri :  I  request  the  privilege  of  makings  a  littl 
statement  in  view  of  the  probable  future  action  of  the  convention  on  th 
subject  of  permanent  organization.  I  received  a  letter  from  Mr.  Kinj 
Buperintendent  of  the  insurance  department  of  the  state  of  Missouri,  i 
ivhich  he  requests  me  to  let  him  know  immediately  by  telegraph  if  ther 
is  to  be  a  session  of  the  convention  next  >^ar.  If  so,  it  is  the  desire  ( 
the  department  of  insurance,  and  of  the  insurance  couipanies  of  Si 
Louis,  to  have  it  held  in  that  city. 

Mr.  Harvey,  of  Missouri,  on  behalf  of  the  committee  on  dividcndi 
expenses  and  appointment  of  attorneys,  requested  that  the  repoi 
formerly  made  by  that  committee  be  recommitted.  I  notice  in  th 
official  proceedings  that  after  the  reading  of  the  report  in  the  Ma 
session  it  says :  **  The  report  was  received  and  ordered  to  be  printed. 
[  can  find  nowhere  that  any  further  action  was  taken,  except  that  on  tli 
last  day  a  resolution  was  offered  by  the  president  of  the  conventio 
ivhich  reads  as  follows  : 

**  Whereas^  This  convention  has,  after  ten  days  of  arduous  devotion  1 
:he  various  important  subjects  submitted,  arrived  at  definite  conclubioi 
jpon,  and  recommended  the  fllUoption  in  the  several  states,  of 

**  Uniform  forms  of  annual  statements,  to  be  used  by  fire,  life  an 
xiarine  companies; 

**The  requirement  of  deposits  of  companies,  only  in  the  states  whei 
:hey  are  organized; 

*'  The  appointment  of  but  one  attorney  by  each  company  in  each  stat 
pfhere  it  transacts  business,  to  receive  service  of  process;'*  etc. 

It  is  a  part  of  this  report;  and  it  seems  to  be  the  only  part  of  the  repo 
that  was  adopted  by  the  convention.  I  notice  another  thing;  that  this 
%  committee  on  dividends,  expenses  and  the  appointment  of  attorneys- 
think  there  has  been  something  omitted ;  and  we  would  like  to  take  tt 
report  for  the  purpose  of  revising. 

The  question  was  put  on  the  motion  of  Mr.  Harvey,  of  Missour 

eind  carried. 

Mr.  Gaines  :  Inasmuch  as  the  committee  on  general  legislation  ha^ 
it  in  mind,  I  believe,  to  prepare  a  skeleton  bill,  showing  the  views  of  tl 
:onvention,  and  inasmuch  as  they  cannot  get  the  views  of  the  convei 
tion  except  by  the  convention's  action  on  the  reports  of  the  committer 
3n  the  various  subjects,  I  inquire  of  gentlemen  more  experienced,  ar 
nrho  have  been  longer  in  attendance  on  the  convention  than  mysel 
nrhether  it  would  not  be  best  to  have  all  these  committees  report  to  thct 
and  have  their  reports  embraced  in  the  subject  of  general  legislation, 
necessary,  the  reports  of  these  committees  might  be  submitted  to  tl 
:onvention  at  the  same  time  with  their  report  as  ev.dence  of  the  basis  c 
prhich  their  report  is  made.  They  certainly  can  do  nothing  until  thei 
details  are  acted  upon  by  somebody. 

The  President  :    Do  you  make  that  as  a  motion  ? 

Mr.  Gaines  :  I  hardly  feel  justified  in  moving,  for  I  am  not  inform< 
fts  to  the  perpetuity  of  it. 

Mr.  Caldwell:  I  doubt  the  propriety  of  the  standing  commi 
tees  appointed  reporting  to  another  committee.  There  are  certai 
principles  —  great  principles  —  connected  with  this  matter  of  insurant 
that  have  been  parceled  out  to  the  various  committees,  and  they  hai 
them  under  consideration.  It  strikes  me  that  the  only  intelligent  way  < 
disposing  of  these  matters  would  be  to  have  them  report  to  tliis  convei 
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)n,  and  let  it  act  upon    them,  and  then   refer  to   the  committee  if 

sirable.    I    am    opposed    to    any  plan  such  as   the  gentleman    has 

ggested,  believing  it  to  be  contrary  to  the  usual  or  common  custom. 

Mr.  Gaines:     I   move  that  all  of  the  committees  be   instructed    to 

port  on  Mondajf  and  that  the  reports  of  the  committees  be  made  the 

cler  of  the  daj  for  that  dajr. 

rhe    President  :    The    motion    now    is    by    the    gentleman     from 

misiana  (Mr.  Gaines),  that  all  standing  committees  be  instructed  to 

port  on  Monday  next. 

Mr.  Gaines  :     Except  the  committee  on  legislation. 

rhe  President  :     Except  the  committee  on  legislation. 

The  question  was  put   on   the  question  of  Mr.   Gaines  and 

fried. 

rhe  President  :    The  hour  of  twelve  o'clock  has  now  arrived,  and,  by 

"esolution  of  the  convention,  the  report  of  the  committee  on  rates  of 

tercst  and  tables  of  mortality  is  before  the  convention  for  consideration 

the  regular  order. 

[  thinks  gentlemen,  it  would  be  proper  for  the  secretary  to  read  the 

rious  conclusions  of  the  report  —  the  results  arrived  at. 

rhe  secretary  will  now  proceed  to  read  the  conclusions  of  the  commit- 

!  on  fire  insurance,  on  page  two  of  the  printed  report. 

The  Secretary  read  as  follows : 

"Your  committee  have  now  the  honor  to  make  the  following  report 
d  recommendations  in  reference  to  the  re-insurance  reserve  that 
ould  be  held  by  fire  and  marine  and  inland  insurance  companies. 
''On  marine  and  inland  navigation  risks,  the  whole  of  the  premiums 
:eived  on  all  unexpired  risks  should  be  charged  as  a  liability,  and  held 
an  insurance  reserve.  Fifty  per  cent  of  the  premiums  received  on 
expired  fire  risks,  having  one  year  or  less  to  run,  and  k pro  rata  ot 
t  premiums  on  fire  policies  having  more  than  one  year  to  run,  should 
charged  as  a  liability,  or  re-insurance  reserve;  provided  that  the  fire 
•insurance  reserve  shall  not  be  less  than  forty  per  cent  of  the  premiums 
:ei%'cd  during  the  year. 

"We  have  found  no  data  upon  which  to  designate  what  the  rate  of 
emium  for  fire  and  marine  insurance  ought  to  be,  in  all  cases,  in  order 
enable  the  company  to  carry  out  its  contracts;  but  we  have  concluded 
incorporate  in  this  report  some  general  facts  bearing  upon  this 
bject,  leaving  the  question  of  rate  of  premium  to  be  at  present  decided 
tween  the  companies  and  the  insured. 

''The  statement  is  made  by  high  authority  that '  the  rates  charged  by- 
!erent companies  differ  materially;  and,  as  a  rule,  the  weaker  a  com- 
n/  is,  the  lower  are  its  charges  for  insuring.*  This  fact,  taken  in 
nnection  with  the  great  variety  of  classes  and  rates  of  risks  in  any  one 
mpany,  owing  to  the  more  or  less  perishable  nature  of  different  kinds 
property,  has  requited  in  the  opinion  that  **the  great  unsolved,  and, 
the  present  condition  of  statistics,  unsolvable  problem,  (in  fire  insur- 
ce,)  is  the  true  and  necessary  amount  to  be  retained  as  a  reinsurance 
nd.*  Again,  it  is  stated  *  there  have  never  been  any  mortality  tables 
^de  up  from  the  combined  experience  of  fire  companies.  The  materials 
erefor  have  not  been  deemed  congruous  by  those  who  have  classified 
em.  In  point  of  fact,  one  company  may  be  actually  charging  rates 
at  yield  a  handsome  profit,  and  another  maybe  doing  the  opposite; 
It  there  is  no  accepted  standard;  and  we  will  be  compelled  to  leave  the 
lestion  of  the  adequacy  or  inadequacy  of  rates  charged  by  particular 
mpanies  for  the  logic  of  events  to  decide,  and  assume  that  they  are 
'rrect  for  the  purposes  of  calculating  reserves." 
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It  may,  however,  be  assumed,  as  an >  approximate 
rerage  of  fire  premiums  to  the  amount  insured  is 
int.  That  is,  for  $ioo  insured,  $i  is  paid  in  prer 
>llar  paid  in  premiums  sixty  cents  go  to  pay  loss 
:penses,  and  ten  cents  to  produce  profits. 
All  persons  connected  in  any  way  with  fire  insur 
member  that  *  the  oscillations  of  loss  from  this  av- 
fearful;  and  the  oscillations  of  loss  of  individua 
5ars  is  far  greater  that  the  oscillations  of  the  avei 
It  should  never  be  forgotten  that  one  great  fire  n 
ipt,  in  a  few  hours,  any  fire  insurance  company  t 
xumulate  within  the  Innits  of  *  a  sweeping  confli 
In  addition  to  the  fire  reinsurance  reserve  fui 
^emed  to  be  prudent  and  wise  that  fire  companiei 
racticable,  accumulate  an  extra  reserve  fund.  Tl 
anies  *  stronger  and  more  trustworthy.*  To  prov 
ace  fund,  in  addition  to  that  designated  by  law,  i 
D  dividend  greater  than  lo  per  cent  for  any  one  y 
le  full  paid  cash  capital  until  after  the  reinsuranc 
hole  amount  of  premiums  received  on  all  unexp 
ill  be  recognized  by  policyholders  as  a  wise  and 
lie  for  large  companies  to  still  further  increa 
iserve  in  times  of  prosperity,  that  they  may  the 
le  storm  that,  sooner  or  later,  will  come  to  tec 
xength.  It  is  recommended,  in  order  to  facilita 
isurance  companies  by  state  supervisory  officers, 
squired  to  keep  books  of  expiration,  so  that  at  a 
sks  can  be  at  once  determined  and  the  legal  reins 
The  President  :  Gentlemen,  what  will  you  d< 
iport? 
Mr.  Harvey,  of  Missouri :  I  am  sorry  to  find  sc 

>  speak;  I  do  not  like  to  be  on  the  floor  so  mucl 

>  get  on  with  the  business ;  I  move  that  so  muc 
een  read  be  adopted  as  the  recommendation  by 
sveral  states. 

Mr.  Row :  I  support  it. 

Mr.  Shepherd  :  Would  it  not  be  better  to  em 
tiat  passage  in  a  resolution.  It  seems  to  me  : 
reight  if  the  statement  were  put  in  a  few  words 
lay  read."  If  this  report  is  sent  out  as  the  sent 
rill  probably  go  as  only  so  much  waste  paper; 
rere  put  in  a  succinct  form  so  that  any  one  could 
tnpossible  it  would  have  some  weight,  and  proba 
,s  would  be  to  the  interests  of  the  insurance  com 

Mr.  Harvey,  of  Missouri :  I  would  simply  t 
ecretary  will  enter  in  the  proper  place  so  much  c 
>een  read,  as  well  as  the  action  of  the  conventio 
ion  of  the  committee.  It  is  the  recommendation 
hat  report  will  be  eliminated  from  the  report, 
>roceeaing8.  There  is,  perhaps,  a  little  more  th 
>e,  but,  at  the  same  time,  some  of  our  legislatoi 
-easonings. 

The  President  :  It  would  be  better  that  the 
}e  stated  in  the  resolution. 

Mr.  Harvey,  of  Missouri :  I  will  change  the 
md  put  it  in  this  form  : 

"First:  Resolved^  That  on  marine  and  inlar 
irhole  of  the  premiums  received  on  all  unexpired 
18  a  liability,  and  held  as  an  insurance  reserve." 
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Including  the  first  paragraph."  Then 

^^  Resolved,  That  in  addition  to  the  fire  re-insurance  reicnre  fund 
}07e  named,  it  is  deemed  to  be  prudent  and  wise  that  fire  companies 
lould,  as  rapidly  as  practicable,  accumulate  an  extra  reserve  fund." 
And  include  the  whole  of  that  paragraph  in  the  resolution. 
The  President  :   Any  reference  to  keeping  any  expiration  books  and 
le  payment  of  dividends  ? 

Mr.  Harvey,  of  Missouri:    Yes,  sir;  that  is  in  the  last  paragraph. 
Mr.  Reynolds  :    That  is  not  in  the  last  paragraph. 
The   President':    I  think  it  would  be  better  for  the  •  gentleman    to 
duce  his  motion  to  writing. 

You  understand,  gentlemen,  the  purport  of  the  resolution ;  while  the 
mtleman  is  reducing  it  to  form,  any  remarks  on  the  subject  will  be  in 
'der.  This  a  great  question,  and,  perhaps  it  is  proper  that  I  should 
ate  here,  as  representing  the  state  of  New  York,  that  this  report 
ibstantially,  and,  I  believe,  almost  word  for  word,  repeats  the  existing 
w  of  this  state  as  the  rule  in  the  case  of  fire,  marine  and  inland  naviga- 
>n  insurance.  The  rule  now  is  to  require  a  reserve  of  fifty  per  cent  of 
learned  premiums,  or  the  whole  of  the  annual  premiums  of  marine. 
nd  the  same  regulation  as  here  recommended  in  relation  to  dividends  is 
rw  a  part  of  the  statute  of  this  state.  Before  a  company  can  declare 
ij  dividend  exceeding  ten  per  cent,  it  must  reserve,  not  only  fifty  per 
nt,  but  the  total  amount  of  annual  premium's  received.  There  is  no 
Eitute  regulation  in  this  state,  however,  on  the  subject  of  keeping  any 
rm  of  books  in  relation  to  the  expiration  of  risks.  And  I  may  here  be 
lowed  to  state,  perhaps,  that  I  have  met  with  companies  in  the  course  of 
J  investigations,  in  whose  cases  I  thought  the  existence  of  such  a  regula- 
m  would  prove  beneficial.  I  have  known  ofcompanies  in  this  state  which 
:pt  no  books,  and  where  it  was  almost  impossible,  within  any  reason- 
lie  time,  to  arrive  -at  the  facts  in  relation  to  this  subject  It  involves 
tie  trouble,  and  every  company,  in  my  humble  opinion,  should  be 
quired  to  keep  books  from  which,  in  a  few  hours  at  farthest,  any  person 
nversant  with  figures  could  arrive  at  the  conclusions  of  this  subject, 
id  know  what  the  unexpired  risks  of  a  company  were.  For  myself,  it  is 
Thaps  unnecessary  to  say  that  I  favor  these  recommendations  —  all  of 
em  —  and  I  hope  that  they  will  pass  with  unanimity. 
Mr.  Harvey,  of  Missouri :  I  oner  the  following  resolution : 
Resolvfdy  That  this  convention  recommends  the  following :  On  marine 
id  inland  navigation  risks,  the  whole  of  the  premiums  received  on  all 
^expired  risks  should  be  charged  as  a  liability  and  held  as  an  insurance 
8erve.  Fifty  per  cent  of  the  premiums  received  on  unexpired  fire  risks, 
Lving  one  year  or  less  to  run,  and  Kfro  rata  of  the  premiums  on  fire 
>licies  having  more  than  one  year  to  run,  should  be  charged  as  a 
ibility,  or  reinsurance  reserve;  provided  that  the  fire  reinsurance 
serve  shall  not  be  less  than  forty  per  cent  of  the  premiums  received 
iring  the  year. 

Resolved,  further.  That  in  addition  to  the  fire  re-insurance  reserve 
nd  above  named,  it  is  deemed  to  be  prudent  and  wise  that  fire  com- 
Lnies  should,  as  rapidly  as  practicable,  accumulate  an  extra  reserve 
nd.  To  provide  this  extra  re-insurance  fund,  in  addition  to  that 
signated  by  law,  it  is  recommended  that  no  dividend  greater  than  ten 
T  cent  for  any  one  year  shall  be  made  upon  the  full  paid  cash  capital 
itil  after  the  re-insurance  fund  is  equal  to  the  whole  amount  of  pre- 
iums  received  on  all  unexpired  fire  risks.  It  is  recommended,  in  order 
facilitate  examinations  of  fire  insurance  companies  by  state  super- 
sory  officers,  that  the  companies  be  reauired  to  keep  books  of  expira- 
>n,  so  that  at  any  time  the  unexpired  risks  can  be  at  once  determined 
id  the  legal  re-insurance  reserve  known. 
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The  question  was  put  on  the  resol 

[issouri,  and  carried. 

The    Secretary  then  read  the  sumn 

rinted  report  of  the  committee  on  rate 

lity,  etc.,  as  follows : 

Summary. 

We  reBpectfulIy  recommend  that  this  con 
n  experience  table  of  mortality  and  four 
T  annum  as  the  data  now  proper  to  be  d 
e  states,  as  the  basis  for  calculating  net  ] 
e  insurance  policies.  That  the  valuation 
nd  that,  on  the  31st  day  of  December  in  < 
quired  to  show  that  it  has  on  hand,  to  the 
en  in  force,  an  amount  of  bona  fide  asset 
ch  policy  on  that  day,  computed  upon  th< 
interest  designated  above.  This  excludes 
>t  taken,"  **  unpaid  premiums,"  and  *' def 
We  report  that  a  surrender  ctiarge  does  r 
it  belongs  to  what  has  been  called  the  '' 
surance,  or  the  ordinary  business  mattei 
lich  do  not  enter  into  calculations  oi  nei 
arge  is  a  proper  subject  for  specific  agree 
rms  of  the  contract  made  between  com  pa 
r  as  net  calculations  can  go,  the  surrendei 
lue  of  the  policy  at  the  time. 
Instead  of  attempting  to  introduce  unifc 
e  present  great  variety  of  policies,  we  ui 
id  the  policyholders  to  greatly  reduce  th< 
nds  of  policies. 

We  recommend  the  acceptance  by  each  st 
>n8  made  by  any  other  state  department,  ( 
corpora  ted,)  when  properly  performed  or 
pies  and  legal  basis  as  above;  and  tha 
curities"  required  in  detail  in  the  annua 
ate  department  only,  (to  the  state  under  v 
ganized,  and  which  has  at  the  time  a  re 
partment;)  provided  the  company  shall  fi 
her  states  a  certificate  of  the  commission 
ite  department,  setting  forth  the  existing 
•licies  on  the  data  designated  above ;  and  1 
omptly  to  furnish  the  certificate  aforesai 
11  detailed  lists  of  policies  and  securities 
every  state  in  which  it  may  have  been  tra 
ar  for  which  the  statement  is  made ;  an< 
r  all  charges  and  expenses  consequent  \x\ 
rtificate  of  valuation  referred  to. 
We  recommend  that  the  power  be  reserv 
Seer  of  each  state  to  examine,  or  cause  to 
e  business  of  any  company  transacting  I 
at  state,  whenever,  in  his  judgment,  such 
e  interests  of  the  policyholders  of  such  co 
Your  committee  desire  that  it  be  unden 
nvention  shall  recommend  that  the  legisla 
,ss  any  laws  abrogating  the  terms  of  exist 
ice.  we  have  had  in  view  the  proper  fu 
far  as  it  was  referred  to  us  by  this  conven 
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Mr.  Harvey,  of  Illinois,  moved  as  an  amendment  that  the 
actuaries'  table  of  mortality  and  interest  at  four  per  cent  be 
substituted  for  the  table  of  mortality  and  rate  of  interest  recom- 
mended by  the  committee  on  valuation,  etc.,  for  the  basis  of 
determining  the  reserve  to  be  held  by  the  life  insurance  com- 
panies. The  motion  was  seconded  by  Mr.  Clarke,  of  Massa- 
chusetts. 

Mr.  Reynolds,  of  Alabama,  moved,  as  an  amendment  to  the 

amendment  of  Mr.   Harvey,  thai   the  convention  approve  the 

American  experience  table  of  mortality,  and  four  and  one  half 

per  cent  interest,  as  the  data  to  be  designated  by  law  in  each  of 

the  states  as  the  basis  for  calculating  net  premiums  reserves  and 

net  valuation  of  life  insurance  policies. 

Mr.  Harvby,  of  Illinois  :  There  is  now  before  the  convention  a  propo- 
sition for  valuation  upon  the  American  table  of  mortality,  and  ^)4  per 
per  cent  interest;  also  a  proposition  for  valuiltion  upon  the  actuaries' 
rate  of  mortality  and  4  per  cent  interest.  The  diflference  between  the  two 
tables  will  be  about  8  per  cent  on  the  amount  of  reserve  to  be  held  upon 
contracts  of  life  insurance.  I  would  like,  Mr.  President,  if  the  convention 
will  consent,  that  Mr.  Hewitt,  the  editor  of  The  Insurance  Chronicle,  ot 
Chicago,  who  has  examined  this  subject,  and  with  whom  I  have  had 
some  conversation  in  regard  to  it,  be  allowed  to  address  the  convention. 
He  will  speak  forme  in  this  matter;  and  I  therefore  move  that  he  be 
invited  to  address  the  convention  upon  the  subject. 

Mr.  Facklbr,  of  Tennessee,  moved  that  Mr.  Sheppard  Romans 
be  requested  to  address  the  convention  to  day  on  the  subject  con- 
sidered by  the  committee  on  valuations,  if  he  thinks  it  desirable 
to  do  80.  * 

Mr.  Harvey,  of  Illinois :  The  convention  has  listened  to  the  very  able 
arguments  in  favor  of  a  6  per  cent  valuation,  and  we  have  had  very  few 
jet  in  favor  of  the  actuaries'  4  per  cent. 

Mr.  Shepherd,  of  the  District  of  Columbia,  moved  that  each 

delegate  be  allowed  to  express  his  views  upon  the  subject  matter 

before  the  convention,  either  peronally  or  by  proxy,  and  that  each 

be  allowed  thirty  minutes. 

Mr.  Reynolds,  of  Alabama :  I  hope  that  the  last  resolution  will  not  be 
adopted.  Since  I  have  been  here  there  have  been  at  least  three  appli- 
cations made  to  me  for  parties  to  come  before  this  convention  to  present 
their  views;  and  I  have  no  doubt  but  each  one  of  them  believes,  and  per- 
haps truly,  that  he  has  valuable  information  to  impart.  But  if  we  hear 
aJl  the  speeches  that  people  desire  to  make  on  this  subject,  we  will  not 
adjourn  be  lore  December. 

Mr.  Paine,  of  Maine :  I  move  that  the  speaking  be  limited  to  twenty 
minutes.  Several  of  the  gentlemen,  who«e  names  have  been  called  here, 
are  the^e  six  per  cent  men,  men  who  have  been  talking  to  all  of  us— 
certainly  to  me — all  through  the  vacation.  I  have  got  a  desk  full 
mjsclf  of  their  documents.     Mr.  Homans  has  got  one  speech  and  two 
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essays  in  that  book,  and  I  have  got  a  lot  more  of  the  documents  at 
home  that  I  have  read  and  re-read;  and  they  kept  coming  thicker  and 
thicker  until  this  convention  convened,  and  I  have  had  them  pouring  in 
upon  me  here.  I  am  willing  to  extend  all  the  courtsey  that  ought  lo  be 
extended  to  these  men,  but  I  left  home  with  the  idea  of  returning 
to-morrow;  but  if  every  one  is  to  be  allowed  to  talk  we  will  not  get  home 
before  snow  flies. 

Mr.  Harvey,  of  Missouri :  Indirectly,  perhaps,  ridicule  has  been  thrown 
upon  this  six  per  cent  proposition.  For  one  I  have  my  mind  clearly 
made  up  how  I  am  going  to  vote  upon  this  question  of  valuation,  and  it 
is  not  going  to  be  in  favor  of  6  per  cent.  Nevertheless,  there  is,  in  the 
arguments  which  have  been  brought  before  the  convention,  a  vast  amount 
of  valuable  information,  and  there  probably  will  be  in  the  arguments  yet 
to  be  heard.  The  gentlemen  who  advocate  6  per  cent  rest  their  claim 
upon  foundations  which  have  an  appearance  of  solidity.  And  there  are 
members  in  this  convention  who  do  not  yet  appreciate  the  difference 
between  6,  ^}4  and  4  per  cent  standard,  and  I  think  every  member  ought 
to  be  informed  in  regard  to  the  claims  of  the  advocates  of  each  one  o^ 
these  rates. 

Mr.  Smith,  of  Kentucky:  The  convention  listened  to  me  for  two  houn> 
while  reading  the  report,  and  I  have  now  to  ask  that  you  give  the  largest 
liberty  possible  to  other  gentlemen.  I  want  it;  I  leel  that  I  need  it. 
Every  member  of  this  convention  may  rest  perfectly  satisfied  that  we  are 
in  the  immediate  presence  of  a  gigantic  responsibility,  and  if  we  touch  it  in 
the  wrong  place  we  will  rue  the  day.  If  we  cannot  hear  all  of  the  argu- 
ments  before  we  go  home,  there  is  time  enough   ahead  of  us.     I  took 

f  rounds  very  strongly  at  the  previous  session,  and  some  of  the  members, 
have  no  doubt,  thought  I  waf>  a  little  too  positive,  if  not  violent.  I  said 
on  this  floor  that  I  would  not  then  vote  on  this  subject  because  I  knew  I 
could  not  do  it  intelligently.  I  expended  a  great  deal  of  time  in  making 
up  the  report,  and  I  now  ask  the  gentlemen  that  the  largest  liberty  be 
given  to  those  who  may  wish  to  speak,  even  if  we  do  not  exhaust  the 
subject  before  we  have  to  adjourn.  The  truth  cannot  hurt  us.  And  I 
hope  that  some  resolution  will  now  be  adopted  to  that  very  end  before  we 
rote  on  this  matter. 

Mr.  Paink,  of  Maine,  withdrew  his  amendment  that  the  time 

allowed  each  speaker  be  limited  to  twenty  minutes  instead  of 

thirty. 

Mn  Williams,  of  Ohio :  I  desire  to  second  the  remarks  of  Mr.  Smith. 
I  hope  the  convention  will  not  rush  through  this  most  important  suhject 
by  limiting  the  discussion  to  a  time  that  would  be  utterly  inadequate. 
We  ought  not  to  think  of  pushing  this  matter  through.  If  gentlemen 
must  go  home,  or  their  minds  are  made  up  and  they  don*t  want  to  listen, 
as  a  matter  of  course  they  can  withdraw.  But  I  do  trust  that  no  un^en- 
«rous  limit  will  be  put  upon  the  discussion  of  this  most  important  subject 

The  motion  of  Mr.  Shepherd  was  then  put  and  carried. 

The  president  then  said  tliat  the  discussion  of  the  report  of  the 

committee  on  rate  of  interest,  rate  of  mortality,  net  valuations, 

etc.,  and  the  amendments,  of  Messrs.  William  E.  Harvey,  of 

Illinois,  and  Reynolds,  of  Alabama,  were  in  order. 

Mr.  Harvey,  of  Missouri :  I  now  call  on  my  substitute,  Mr.  Hewitt,  to 
speak  upon  this  subject. 
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Remarks  of  Mr.  E.  A.  Hewitt,  of  Chicago. 

Mr.  Prtsident  and  gentUmtn  of  tk€  convention :  I  have  no  set  speech 
to  inflict  upon  jou,  and  I  do  not  come  before  this  convention  with  the 
impression  that  I  have  anything  that  will  be  particularly  new  to  most  of 
you.  But  the  advocates  of  a  six  per  cent  rate  of  interest  in  the  calcula- 
tion of  life  insurance  liabilities  had  a  very  full  hearing  before  this 
convention,  as  it  was  eminently  proper  that  they  should,  at  your  session 
last  May.  The  report  of  your  committee,  appointed  to  consider  this 
subject,  represent  four  and-a-half  per  cent  as  the  proper  rate  to  fix. 
There  is  certainly  a  large  and  respectable  portion  of  the  life  insurance 
world  that  prefer  a  four  per  cent  rate.  Of  the  states  represented  in  this 
convention,  and  of  the  states  having  insurance  departments,  a  fowi  a 
minority  numerically,  have  adopted  a  four  per  cent  standard.  But  the 
states  which  have  adopted  the  four  per  cent  standard — notably  the  state  of 
Massachusetts — are  the  states  to  which  the  life  insurance  interest  ot  this 
country  owes  most,  and,  with  the  exception  of  New  York,  the  states  from 
which  has  come  in  the  .past  more  of  the  brain  that  has  directed,  and 
wisely  directed  too,  the  legislation  upon  the  subject  ot  life  insurance, 
than  all  the  other  states  combined.  We  should  not  count  states  by 
noses  or  companies,  but  should  weigh  them  in  this  matter. 

Now,  there  are,  I  believe,  in  this  country  about  800,000  policies  of  life 
insurance  in  force.  The  companies  have  contracted  to  pay  under  those 
contracts  of  insurance  an  aggregate  of  not  less  than  two-and-a-half 
billions  of  dollars;  to  provide  lor  the  payment  of  which  when  it  shall 
mature,  they  now  hold  assets  to  the  amount  of  about  four  hundred 
millions  of  dollars.  And,  probably,  one  of  the  most,  if  not  the  most, 
important  question  for  the  American  people  to  have  answered  for  them 
to-day  is,  whether  these  companies  will  be  able  to  meet  those  contracts 
when  they  shall  mature.  That  depends,  as  every  man  knows,  upon  two 
things — the  date  at  which  the  paper  will  mature,  and  the  use  to  which 
this  four  hundred  millions  of  dollars  can  be  put  between  this  and  the 
date  of  maturity.  As  to  when  the  paper  will  mature  there  is  very  little 
difference  of  opinion ;  for  it  makes  but  little  difference  whether  you  adopt 
the  American  experience  table  of  mortality,  the  Actuaries  table  of 
mortality,  or  any  other  well  graduated  table.  As  respects  the  use  to 
which  money  can  be  put  between  this  hour  and  the  maturity  of  that 
paper,  there  is  diversity  of  opinion.  Your  committee  in  their  report 
presented  you  with  the  views  of  distinguished  authorities  on  the  subject 
of  finance.  Those  views  differ.  We  have  seen  from  the  report  and  other 
documents  that  estimates  have  ranged  from  five  to  eight  per  cent  Now, 
as  respects  this  matter,  there  are  two  opposite  views.  It  is  contended  by 
some  that  the  states  have  no  constitutional  right  to  prescribe  a  rate  of 
interest  by  which  the  liabilities  of  all  classes  of  policies  and  of  all  kinds 
of  companies,  shall  be  valued.  It  is  held  by  those  who  advocate  that  view 
that  the  only  function  of  the  state  in  the  premises  is  to  see  that  the  com- 
panies live  up  to  their  contract;  and  they  substitute  for  the  contract  to 
pay  a  definite  sum  of  money  at  the  occurrence  of  the  death  of  each 
individual  insured,  a  fictitious  contract  which,  I  say,  does  not  exist ;  that 
is,  an  implied  contract  between  the  insured  and  the  company,  that  they 
shall  reserve  at  this  or  that  percent.  I  undertake  to  say  that  not  one 
policyholder  in  a  hundred,  prooably  not  a  single  member  of  this  conven- 
tion not  directly  interested  in  life  insurance,  not  a  sin<;le  insurance 
official  here  present,  has,  unless  it  be  of  a  recent  date,  asked  at  what  rate 
of  per  cent  docs  the  company  reserve.  The  contract,  as  it  appears  to  the 
policyholder,  is  a  coatract  to  pay  a  stipulated  sum  of  money  at  the  death 
of  the  insured. 

Now  the  granting  of  the  charter  of  an  insurance  company  is  the 
granting  of  a  franchise.    And  when  A,  B,  or  C,   a  railroad  or  other 
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corporation,  receives  from  the  state  a  g^rant  of  a  valuable  franchise,  it  i» 
not  only  the  privilege  but  the  dutj  of  the  state  to  see  that  that  franchise 
is  so  enjoyed  and  exercised  that  it  shall  conduce  to  the  public's  saletjr 
and  weal.  I  think  there  "will  be  little  difference  of  opinion  among  the 
members  of  this  convention  on  that  subject.  Gentlemen,  for  what  are 
you  insurance  superintendents?  For  what  are  you  invested  by  the  people 
of  your  several  states  with  the  authority  you  hold?  Simply  to  see  to  it 
that  a  companv  lives  up  to  its  assumptions?  No;  but  to  see  to  it  that 
the  company  lives  up  to  that  contract  which  it  has  solemnly  made  with 
the  people,  to  whom  it  owes  its  franchif^e,  that  when  these  policies  of 
insurance  shall  mature,  when  the  time  shall  come  that  these  companies 
shall  be  called  upon  to  pay  their  debts,  they  shall  be  able  to  pay  them. 

Now  in  regard  to  the  rate  of  interest,  it  occurred  to  me  some  time  ago, 
that  it  might  throw  some  light  upon  this  question  to  ascertain  exactly 
what  intere>t  the  companies  had  realized  in  the  past  The  theory  of  a 
reserve  is,  as  I  presume  we  all  know — and  the  convention  will  pardon  me 
for  referring  to  it — that  every  dollar  of  the  net  premium  received  is 
invested  at  the  instant  it  is  received,  and  thereafter  on  a  given  policy* 
each  net  annual  premium  is  invested  at  the  moment  received  and  kept 
continually  invested  at  the  assumed  rate  of  interest,  annually  com- 
pounded. Any  delay,  therefore,  between  the  payment  of  the  premium  by 
the  policyholder  and  the  receipt  and  investment  of  that  premium  by  the 
company,  is  a  loss  of  interest.  Now  we  know,  at  least  those  of  us  who 
are  familiar  with  life  insurance  operations  and  the  management  of  life 
insurance  companies,  know,  in  the  first  place,  that  every  dollar  of  the 
premium  must  remain  in  the  agent's  hands  for  at  least  thirty  days,  and 
oftener  ninety  days,  sometimes  forever.  [Laughter.]  We  also  know 
that  there  is  an  exi>ense  attendant  upon  the  investment  of  money,  so 
that  the  ruling  rate  of  interest  in  the  country  is  not  the  rate  which  we 
should  aitsume  in  making  the  valuation  of  life  insurance  policies.  Now 
I  have  taken  the  productive  assets  of  the  several  insurance  companies  at 
random  from  the  New  York  reports,  excluding  every  item  of  asset  not 
income  producing,  except  that  of  premiums  in  the  course  of  collection. 
I  have  included  that,  deducting  twenty-five  per  cent  from  the  gross 
amount  so  in  process  of  collection,  for  the  expense  or  cost  of  collection ; 
because  the  loss  of  interest  during  the  interval  between  the  time  of 
making  the  statement  and  the  time  of  the  collection  and  investment  of 
these  premiums  will  be  more  than  compensated  by  the  interest  earned 
upon  that  portion  of  premiums  for  insuring  received  and  invested  during 
the  year.  That  is,  on  tliC  first  day  of  January  1870,  a  life  insurance  com- 
pany reports  certain  assets,  and  among  them  certain  premiums  in  the 
hands  of  nj^ents.  On  the  first  day  of  January,  1871,  it  reports  ita  receipts 
for  interest  and  rent  durine  the  year  1871.  Now  a  portion  of  the 
premiums  becoming  due  and  payable  during  1871  must  have  been  taken 
and  invested  during  that  year,  and  a  fraction  of  the  years'  interest  at 
least  earned  by  them.  That  asset  I  have  excluded,  but  included  the 
premiums  in  the  course  of  collection,  deducting,  as  I  say,  twenty  five 
per  cent,  and  I  find,  as  follows  :  take  for  instance  the  American  Popular 
— and  these  companies  were  taken,  I  assure  you,  at  random — the  follow- 
ing is  the  statement; 

American  Popular. 

Stocks  and  bonds $151,747.50 

Cash 19.198.01 

Loans  on  collateral 6,240.57 

Premiums  in  course  of  collection,  less  35  per  cent 89,892. 63 

Premium  loans 3,606.32 

Total  productive  assets,  January  i,  1870 $270,665.03 

Interest  receipts  during  1870 14.434.2$ 

Percentage  on  productive  assets,  5.3  per  cent. 
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In  the  nature  of  the  case,  it  impossible  to  arrive  precisely  at  the 
amount  of  the  interest  earned  by  the  productive  assets,  or,  indeed,  at  the 
exact  amount  of  the  productive  assets;  but  I  believe  this  statement  is  as 
near  an  approximation  as  can  be  made.  The  other  companied  range  as 
follows :  5  per  cent,  4.9  per  cent,  4.3  per  cent,  5)^  per  cent,  6.3  per  cent> 
40  per  cent,  5.8  per  cent,  etc.  Now,  take  the  Mutual  Life,  of  this  city, 
which,  above  all  other  companies,  perhaps,  is  prepared  to  take  advantage 
of  the  high  rates  of  interest,  and  whose  assets  are  almost  entirely  in  cash 
investments  well  in  hand,  where  they  can  make  them  as  productive  as  it 
is  possible  in  the  nature  of  things.  The  statements  of  that  company 
show  that,  with  $36,297,507.43  of  really  productivfc  assets,  their  income 
from  interest  and  assets  was  $2,477,772.68,  or  only  6.7  per  cent.  Now  if 
we  add  to  these  assets  the  deferred  premium  of  January  i,  1870, 
tmounting  to  $1,200,000,  surely  an  interest  bearing  asset,  because  upon 
all  deferred  premiums  either  interest  is  charged  at  the  beginning,  when 
the  premium  is  deferred,  or  at  the  close  of  the  term,  when  it  is  paid. 
And,  if  we  add  to  this  the  interest  derived  from  such  portion  of  the 
$12,16^717  of  cash  premiums  received  by  this  company  in  1870,  as  was 
invested  during  that  year,  we  shall  find  that  the  rate  of  interest  was 
below,  or  at  least  as  low  as,  6  per  cent.  Indeed,  by  the  calculation,  I 
believe  it  amouts  to  5.4  per  cent.  Now,  then,  in  this  matter,  gentlemen, 
we  want  to  have  this  standard  of  the  valuation  of  life  insurance  contracts 
below  low- water  mark.  If  the  rate  of  interest  realized  upon  those 
productive  assets  by  any  company  in  any  single  year  of  the  years  that 
mast  elapse  before  its  contract  shall  have  matured,  falls  below  the  rate 
^u  shall  assume  here,  that  is,  fatal— fatal  to  the  complete  fulfillment  of 
Its  contracts;  unless,  indeed,  we  are  prepared  to  take  into  account  the 
profits  from  other  sources,  with  which  this  matter  of  valuation  has,  or 
should  have,  nothing  to  do. 

Now,  in  the  report  of  the  insurance  commissioner  of  Massachusetts 
for  1870,  on  page  57,  I  find  a  table  of  comparative  ratios;  and  I  find 
there  that  the  ratio  of  expenses  of  life  insurance  companies,  doing 
business  in  Massachusetts*,  to  their  premium  receipts,  has  increased  from 
II  13-100  per  cent  in  1858,  to  19  45-100  in  1869;  that  the  ratio  of  the 
expenses  to  the  entire  receipts  of  these  companies  has  increased  from 
991-100  in  1858,  to  17  31-100,  nearly  double,  in  1869.  On  the  other 
hand,  I  find  that  the  ratio  of  their  actual  to  their  computed  reserve  —  and, 
mind  you,  these  reserves  are  computed  at  4  per  cent — has  decreased 
from  17444-100  to  113  87-100  in  1869.  That  is  to  say,  the  companies  in 
1869,  instead  of.  spending  9  91-100  of  their  premiums,  have  been 
spending  19  45-100  per  cent  of  their  premiums,  and  instead  of  reserving 
for  every  dollar  of  liability,  $124  74-100  of  the  assets,  they  are  reserving 
only  112  37-100  dollars. 

The  tendency  has  been  steadily  downward  There  is  no  danger,  in  my 
judgment,  to  any  life  insurance  company  in  the  United  States  that  it  will 
have  too  much  money.  There  is  no  danger  in  the  direction  of  too  great 
security.  We  cannot  make  the  companies  too  secure.  I  say,  therefore, 
let  us  put  the  standard  at  low-water  mark.  I  do  not  believe  the  state  has 
anything  to  do  with  different  classes  of  policies  or  different  classes  of 
companies.  The  state  deals  with  them  all  alike.  They  are  all  corpora- 
tions existing  under  a  franchise  given  to  them  by  the  state;  and  the 
function  of  the  state  in  the  premises,  is  to  see  to  it  that  they  are  able  to 
pay  their  policies  when  they  shall  mature. 

The  rates  of  insurance  prevailing,  or  to  prevail,  in  the  next  quarter  of 
t  century,  it  is  neither  my  province  nor  my  wish  to  discuss  or  predict. 
They  are  almost  beyond  the  power  of  a  human  mind  to  predict.  Notice 
how  great  a  revolution  in  financial  circles  has  occurred  within  the  past 
two  weeks.  Then  who  shall  presume  to  predict  for  the  next  quarter  of  a 
centuiy?    I  therefore  hope,  gentlemen,  that  in  your  deliberation  and 
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decision  of  the  matter,  you  will  place  the  rate  of  interest  to  be 
I  in  life  insurance  valuations,  as  I  have  said,  below  low-water 
here  the  poorest  company,  managed  under  the  greatest  number 
vantages,  making  its  bonds  least  productive,  shall,  in  the  Tno<it 
late  }ear  of  all  other  j-ears  of  its  future  existence,  at  least  have 
n  on  the  si  Je  of  security  over  the  rate  of  interest  you  may  fix 
Thanking  you,  gentlemen,  for  your  indulgence,  and  rejjretting 
friend  could  find  no  better  proxy,  I  will  close.     [Applause.]. 

convention  then  took  a  recess  of  half  an  hour. 

Remarks*  OF  Mr.  Albert  W.  Paine,  op  Maine. 

^resident .  As  I  am  liable  to  be  called  away  at  any  moment,  on 
of  sickness  in  my  family.  I  wish  to  give  a  reason  for  the  faith 
n  me ;  and  I  ask  your  attention  for  a  few  minutes. 
!  leaving  home,  and  during  the  vacation  since  we  adjourned  in 
t,  I  have  endeavored  to  give  this  subject  the  consideration  that 
tit  it  deserved;  and  I  have  very  carefully  read  over,  I  believe, 
>cument  that  has  been  presented  to  the  convention,  and  put  in 
'  sent  to  me  in  a  circular,  including  especially  all  the  documents 
e  been  forwarded  to  me  on  the  subject. 

?sult  of  my  deliberation,  before  I  came  from  home,  was  that  to 
le  committee  have  arrived,  and  that  to  which  Mr.  Barnes,  in  the 
rrivcd,  to  wit:  four  and  a  half  per  cent,  and  the  American 
ice  table.  After  the  arguments  made  by  the  committee  and  Mr. 
it  seems  hardly  necessary  to  say  a  word  in  addition;  and  so  far 
lave  spoken,  I  do  not  propose  to  repeat.  There  are,  however,  a 
IS  which  I  MTish  to  express  with  reference  to  the  six  per  cent 
ion ;  I  have  no  particular  argument  to  make  against  the  four  per 
>ugh  I  Cavor  the  four  and  a  half  per  cent.  Bat  there  are  a  great 
)nsiderations  which  come  up  in  connection  with  this  question 
rge  percentage.  The  fir»-t  question  that  seems  to  arise  is  this: 
IS  this  four  per  cent  ever  adopted.  And  this  question  arises 
the  present  order  of  things  generally  demands  a  reason  for  its 
n,  especially  whi'n  it  has  been  so  long  in  vogue  as  this  has  been^ 
for  granted  that  four  per  cent  was  adopted  from  the  practice  in 
,  where  the  price  of  money  is  so  much  less  than  in  America,  and 
ur  per  cent  was  a  very  proper  sum  to  be  charged.  I  do  not  in 
rnt  state  of  American  business  regard  the  English  practice  as  a 
y  rule,  or  one  that  we  should  be  bound  by,  because  it  is  well 
lat  money  always  has  borne  and  will  for  the  nrtct  generation  boar 
price  here  than  it  does  in  England.  But  we  must  not  overlook  the 
act  that  was  hinted  at  by  the  gentlemen  in  their  report — that  as 
ions  between  I  his  country  and  the  old  country  become  more  and 
Limate,  every  relation  of 'life  must  be  affected,  and  especially  the 
y  or  monetary  interests  of  the  country;  and  as  Englishmen  or 
s  become  more  and  better  acquainted  with  ,'         '  -      •        - 

nore  confidence  in  them,  money  will  flow  m 
her,  and  an  equality  will  be  produced,  raisi 
y  in  England,  and  reducing  it  in  America, 
'■  equalization  of  the  two.  And  the  same 
irence  to  the  different  portions  of  our  owr 
;land  and  New  York,  rates  are  at  four  and  fi^ 
Wall  street  at  two  or  three  per  cent,  at  the 
isas  as  stated  by  Mr.  Barnes  at  bixty,  or  fi 
I  a  greater  rate  than  that,yctas  these  variou 
more  intimately  related  to  each  other, 
y  and  monetary  matters,  there  will  be  tl: 
1,  reducing  these  high  rates  in  the  west,  i 
the  east. 
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r       Taking  all  these  views  into  consideration,  I  have  come  to  the  conclu- 
sion that  for  the  next  generation,  or  thirty  years,  and  that  is  far  enough 
ahead  for  us  to  look,  we  may  regard  six  per  cent  as  a  safe  and  prudent 

rate  lor  the  regulation  of  the  mercantile  aflfairs  of  this  country. 

By  that  I  mean  six  per  cent  in  commercial  business  or  banking.  But 
it  mu^t  be  understood  that  when  banks  loan  at  six  percent,  they  have 
the  whole  expense  of  the  bank  to  carry,  reducing  that  rate,  of  course,  to 
a  Ie55  amount. 

Now,  if  I  understand  properly  the  character  of  interest,  it  is  made  up 
from  a  great  many  ingredients/there  being  lour  principal  ones,  to  wit: 
In  the  first  place,  the  mtrinsic  value  of  the  money;  in  the  second  place, 
the  premium  for  its  security;  in  the  third,  the  practicability  or  feasibility 
of rxL'hanging  it,  or  reducing  the  security  to  cash;  and  fourth,  the 
facility  and  inexpensiveness  of  collecting  the  annual  income. 

Now  every  man,  thodgh  he  may  not  be  conscious  of  it,  when  he  lends 
his  money,  considers  every  one  of  these  items.  The  intrinsic  value  of 
money  is  substantially  the  same  all  through  the  country,  and  the  great 
fluctuation  which  takes  place  in  reference  to  the  rates  in  the  different 
parts  of  the  country,  arises  from  the  other  three  considerations,  but 
principally  from  the  second :  the  premium,  if  I  may  so  call  it,  of  insur- 
ance upon  the  loan. 

Thus,  in  Arkansas,  we  have  60  per  cent,  not  because  the  intrinsic 
value  of  money  is  60  per  cent,  but  the  lack  of  confidence  in 
the  whole  world  in  going  there  to  lend  money  m-'kes  it  ditficult  for 
them  to  give  the  security  that  suits  the  moneyed  people  of  the  world,  and 
they  have  to  pay  a  large  premium  for  the  insurance  of  the  loan.    Such  is 

I  the  case  in  all  the  we^t.  The  great  demand  in  Chicago,  and  the  lack  of 
confidence — I  say  it  with  reference  to  the  Chicago  that  tvas^  not  Chicago 
that  is  to-day — the  great  lack  of  confidence  in  the  world  in  the  security 
which  Chicago  had  to  offer,  made  it  difficult  for  them  to  borrow  at 
eaj^tem  rates.  Tlie  people  of  Chicago  were  an  energetic,  persevering, 
speculating  people;  and  everybody  felt,  wh-n  he  sent  his  loans  there, 
that  he  ran  a  great  ri&k  of  loss ;  and  hence  8  and  10  per  cent  was  given. 
It  has  been  very  well  known  all  the  while,  by  men  who  have  investigated 
that  matter,  that  Chicago  always  was  a  dangerous  place  to  lend  money 
in,  and  a  dangerous  place  for  insurers  to  go  to.  I  have  always  felt, 
myself,  that  if  I  had  the  direction  of  an  insurance  companv,  I  would 
never  go  to  Chicago.  Not  that  I  anticipated  this  great  conflagration,  but 
I  have  always  felt  that  there  was  danger  of  great  losses  there.     And 

every  moneyed  man,  when  he  sent  his  money  there,  sent  it  with  that 
^ling,  that  there  was  great  risk.  Therefore,  the  second  item  in  the 
interest  column  made  the  rate  go  up.  That,  I  say,  is  the  great  item 
which  accounts  mainly  for  the  fluctuation  in  the  different  parts  of  the 
country.  If  you  send  your  money  to  Duluth  or  to  Omaha,  why,  you 
may  make  an  immense  interest  there,  but  you  are  immensely  more  in 
danger  of  losing  the  whole.  Therefore,  your  interest  must  include  a 
liberal  sum  for  insurance  of  the  loan. 

In  reference  to  the  other  two  items;  it  is  not  necessary  to  speak  of  the 
impracticability  of  turning  securities  into  money.  It  is  well  known  that 
thiS  is  a  very  important  element  that  carries  up  the  item  of  interest. 
.And  many  and  many  are  the  companies  that  are  to-day  writhing  in 
anguish  because  of  this  particular  item  of  the  interest  account.  That 
great  transaction  that  took  place  yesterday,  of  turning  $Soo,ooo  of  mort- 
gages into  ca^h,  though  I  cannot  name  the  terms  on  ^hich  it  was  done,  I 
will  venture  to  say  has  taken  from  the  profits  of  those  mortgages  a  very 
large  amount.  How  large  I  do  not  know ;  and  how  many  more  of  these 
transactions  are  taking  place  we  cannot  tell;  but  there  must  be  a  vast 
amount.  At  least  ten  millions  of  dollars  are  being  changed  from  assets 
Jyy  cT-sh  JO  meet  the  Chicago  claims.    This  is  an  illustration  of  how  much 
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t  item  has  to  do  with  making  up  the 
receiving  the  annual  income  without 
Jow,  of  course,  these  three  last  iten 
eration  when  we  take  into  view  the  y 
We  want  to  knowwhat  is  the  intrini 
t  has  been  often  stated  during  the  lac 
-e  a  good  measure,  and  hence  we  ha% 
own  in  our  faces  that  seven  and  three 
Lie  tor  money,  because  government  h 
w,  here  come  in  the  other  items,  anc 
-e  not  only  insisted  upon  it  with  efl 
ney  borrowers  to  such  an  extent  that 
es,  taken  the  idea.  But  instead  of 
ng  the  intrinsic  value  of  money,  it  is 
e  very  best  argument  against  seven  a 
s  is  the  fact  that  the  government  pai 
first  place  there  was  the  intrinsic 
ce  the  loan  was  placed  upon  the  mai 
»  regarded  by  lenders  as  of  a  very  do 
ibt  whether  there  was  any  responsib 
kest  time  of  the  war,  when  the  cl 
ibtful  whether  the  loans  ever  would 
t  seven  and  thirty-one  hundredths  ii 
rinsic  value  of  money,  four  and  a  hs 
e  on  risk,  two  per  cent  But  that  is  i 
5  the  market  competing  with  all  oth< 
his  competition,  come  in  for  success 
he  premium  of  insurance  the  bonus 
I,  or  a  part  of  one  per  cent  more ;  thi 
idredths  per  cent. 

'hen  comes  the  question  what  is  the 
11  we  look  for  it?  Mr.  Barnes,  in 
terday,  stated  the  proposition,  which 
le  did,  that  a  rate  of  interest  shoul 
rectly,  that  would  allow  the  compani 
.  I  would  not  state  it  so  strongly  as 
idard  we  can  arrive  at  of  the  intrin 
rate  which  is  paid  by  a  government 
I  of  an  undoubted  character.  Not 
trs  necessarily,  but  the  governments 
stablished,  and  who  are  at  peace.  I 
t.  The  national  loan  that  has  jusi 
:  the  time  is  very  close  at  hand,  withi 
four  and  a  half  per  cent  loan  will.  \ 
;  and  I  would  not  be  willing  to  sw< 
).  But  what  do  Auch  governments  a 
ivYork,  of  all  the  New  England  s 
linarily,  such  states  as  Massachuset 
t.  In  my  state  [Maine]  a  six  per  cen 
I.  And  I  have  noticed  within  a  daj 
■e  about  that.  There  are  states,  hov 
^ma,  and  that  stigma  will  always 
isTcd  of  Chicago,  with  her  high  rat 
»vho  are  here  present  ignored  her  deb 
d  not  only  that,  but  that  greater  and 
its  Philadelphia  and  its  United  Statei 
'  own  day.  Such  states  must  and  w 
^ma  of  that  disgrace  which  was  thus 
to  any  of  those  states  that  have  even 
per  standard. 
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Taking  these  views  of  the  case,  for  I  find  I  am  using  up  my  time,  I 
luve  come  to  the  conclui^ion  that  the  proper  standard  is  that  which 
^ould  be  adopted  in  borrowing  money  upon  the  coupon  bonds  issued  bjr 
good  authority,  a  responsible  state  government,  or  the  United  States 
^vemment,  or  by  those  well-established  and  well-sufttained  corporations 
ibout  which  there  can  be  no  doubt,  which  sell  their  bonds  with  the 
security  within  the  bond,  with  no  mortgages  to  tranbler,  or  anything  of 
that  kind,  but  which  are  paosed  by  hand  the  same  as  a  bank  bill.  But 
the  companies  cannot  all  invest  their  money  in  8uch  Fecurities.  They 
DQUst  invest  it  in  mortgages;  and  however  good  a  mortgage  maybe, 
though  it  may  be  signed  oy  the  very  be»>t  man  in  the  community,  and 
lecur^d  upon  property  of  double  or  treble  its  value,  and  a  first  mortgage 
it  that,  still  there  is  a  lack  filways  of  that  security  which  will  bring  the 
money  upon  demand.  The  man,  however  good,  may  die,  and  his  estate 
go  into  probate,  and  a  long  time  elapse,  without  any  fault  ot  the  security, 
t)efore  any  money  can  be  received.  The  property,  however  good,  may 
in  a  moment  vanish  and  go  into  ashes,  as  mortgaged  property  has  just 
DOW  in  Chicago,  to  the  amount  of  millions  and  niillions  of  dollars  in  an 
bour.  But  mortgages  must  necessarily  form  a  very  large  portion  of  the 
assets  of  all  companies. 

Taking  out  the  risk  which  I  have  spoken  of,  it  brings  it  right  back 
ftgain  to  the  old  standard  that  I  have  advanced,  to  wit,  tne  coupon  bonds 
Df  a  government  or  corporation,  about  wliich  there  is  no  doubt.  Now 
that,  1  will  undertake  to  say,  is  somewhere  from  ^}i  to  5  per  cent,  as  the 
intrinsic  value  of  money,  and  it  can  be  no  more  than  that,  and  here  was 
where  my  mind  rested  for  a  gn  at  while.  Shall  we  take  a  5  or  a  4)^  per 
cent  valuation?  Other  considerations  come  in.  It  costs  something  to 
iotn  this  money,  to  keep  it  in  use,  and,  as  has  been  remarked  here  half- 
a-dozen  times  since  this  discussion  commenced,  there  must  be  no  time 
lost  from  the  time  that  the  money  is  paid  in  by  the  policy  buyer  until  it 
is  invested  and  upon  interest.  Then  there  is  the  expense  of  investing  it, 
which  you  may  put  down  as  a  general  thing,  at  one-eighth  of  one  per 
Knt  at  least.  These  considerations,  together  with  the  other  considera- 
tion, always  to  be  sure  to  take  the  safe  side  when  there  is  a  doubt,  have 
brought  me  to  the  conclusion  from  which  I  feel  that  I  cannot  be  driven 
on  the  upward  track,  that  4>^  per  cent  is  the  proper  rate.  But  here  is 
snoiher  consideration.  Already  in  Massachusetts  and  in  Connecticut 
the  doctrine  has  been  broached,  and  with  a  very  serious  danges  of  beitig 
carried  into  effect,  that  insurance  companies  must  pay  a  tax  upon  their 
investments  —  a  tax  upon  their  reserve — a  tax  which  last  year  it  was 
proposed  to  put  at  three-quarters  of  one  per  cent.  Now,  if  such  a  tax  is 
put  on,  it  is  going  to  carry  the  rate  down  where  the  four  per  centers 
claim  that  it  should  rest. 

And  here  is  another  consideration.  Mr.  Barnes,  yesterday,  gave  us 
the  results  of  the  workings  of  the  various  companies  as  an  actuality. 
Now,  Mr.  President,  that  is  just  where  I  like  to  brihg  things — down  to 
the  actual  facts.  I  have  read  these  arguments  of  the  advocates  of  six  per 
cent;  they  are  all  very  nice,  but,  as  a  lawyer,  there  was  a  fallacy  to  my 
mind,  running  all  through  them,  which  they  may  not  have  seen,  or  may 
have  sought  to  cover  up.  Their  arguments  are  all  fanciful,  and  there  are 
but  few  facts  presented,  and  I  would  give  more  for  one  fact  than  I  would 
for  a  thousand  of  these  theories.  I  went  over  that  work  very  much  as  my 
friend  Mr.  Barnes  did,  though  not  quite  so  particularly.  After  I  had 
eone  through  some  twenty  or  thirty  companies,  among  which  were  the 
Mutual,  of  New  York,  and  the  Connecticut  Life,  and  the  other  large 
companies,  it  struck  me,  why  not  make  an  aggregate  of  this  thing?  I 
tccordingly,  Mr.  President,  took  your  reports  lor  the  last  two  years.  It 
Btnick  me  that  those  two  years  were  exceedingly  favorable  years.  Since 
I  have  been  in  business  I  have  been  through  three  great  financial  crises — 
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lose  of  1837,  1847,  i857»  *"d  ^^^  commencement  of  our  war.  Now,  we 
ave  been  goin^  up,  and  the  two  last  jears  are  as  favorable  as  we  maj 
ver  expect  to  see  again  in  our  lives.  Now.  what  is  the  result  in  the 
ggregate  of  those  two  last  jears?  Taking  all  the  assets  of  the  New 
^ork  companies,  and  their  profits  and  income  for  the  year  1869,  they  fall 

little  short  of  5  per  cent,  about  4  97-100 — less  than  5  per  cent — of 
iterest.  At  the  same  time»  companies  in  other  states,  according  to  the 
eports,  went  up  to  5  30-100,  the  diflference  beinc:  caused,  I  suppose,  by 
\\e  other  companies  going  abroad,  and  New  York  companies  being 
bliged  to  stay  at  home.  The  agfgregate  of  two  years,  1S69  and  1870, 
lade  5-10  per  cent,  or  so  near  it  that  it  didn't  make  any  variation  worth 
peaking  of.  So  that  in  186 )  and  1870,  all  the  New  York  companies 
oing  business  in  New  York,  fell  short  a  little  of  5  percent,  and  other 
ompanies  from  other  States  went  up  to  5  j-io  per  cent,  the  average  of 
he  whole  being  5- 10. 

Now  there  is  the  thing.  There  is  the  sum  all  worked  out  for  us;  and 
rhen  these  six-percenters  can  explain  that  away,  why,  I  may  have  a 
lore  favorable  idea  of  their  proposition.  I  am  aware  how  they  will 
Kplain  part  of  it  away.  They  say  we  ought  not  to  put  in  the  deferred 
remiums  and  some  other  assets;  they  would  ca^^t  them  out  But  they 
laim  these  as  a  part  of  their  reserve.  And  I  hold  that  when  they  claim 
;  as  part  of  their  reserve,  necessarily  they  shall  treat  it  as  such  and 
lake  their  percentage  accordingly.  If  they  are  going  to  cast  it  out,  then 
tiey  must  make  up  what  they  cast  out  from  other  means.  The  percentage 
lust  be  cast  on  the  items  which  they  claim  to  have,  to  make  up  the 
ecessary  reserve  of  whatever  character  they  may  be. 

Now.  here  are  all  these  various  ideas,  all  of  which  go  to  show  that  five 
er  cent  even  is  not  justified,  under  all  the  circumstances  of  the  case. 
Tow,  when  to  all  these  considerations  that  I  have  mentioned,  we  take 
ito  account  the  consideration  of  a  great  catastrophe  that  might  at  any 
ime  occur,  and  that  is  now  really  upon  us,  in  the  conflagration  at 
'hicago,  and  which  has  disturbed  the  monetary  affairs  of  the  whole 
ounlry,  not  to  say  the  whole  world,  we  are  still  further  driven  hack,  and 

am  almost  driven  from  the  four  and-a-half  per  cent  doctrine  down  to 
)ur  per  cent.  Such  a  catastrophe,  to  be  sure,  is  a  thing  of  a  century,  a 
tiingof  a  world's  life  almost.  But  still  it  is  a  contingency  which  may  at 
ny  lime  happen.  New  York,  to-morrow,  may  be  swept  like  Chicago,  if 
ot  by  fire,  by  a  monetary  panic:  although  Ilhink  monetary  panics  are 
ut  of  tiic  question  since  the  present  United  Slates  banking  law  went 
ito  force.  Dut  it  may  be  swept  by  it;  and  in  a  moment,  millions  of 
oUars  swept  out  of  existence;  and  the  value  of  every  security  reduced. 
*or  these  reasons  I  have  come  to  the  cOi»clusion  that  four  and-a-half 
er  cent  is  a  fair  and  reasonable  sum  to  be  fixed  for  casting  the  reserve. 

There  is  another  question  on  which  I  wish  to  address  a  few  words;  and 
hat  is,  as  to  whether  we  should  make  a  distinction  between  mutual  and 
tock  companies.     Now  with  all  frankness  to  the  friends  of  six  per  cent, 

must  b.iy  that  I  cannot  sec  the  first  iota  of  reasoning  in  all  the  argu- 
lents  that  I  have  read — I  cannot  see  one  argument  in  its  favor.  Why 
hould  there  be  a  distinction?  We  are  to  fix  a  rule,  and  those  that  come 
p  to  that  rule  are  in,  and  those  that  don*t  come  up  to  it  are  out  And 
low  we  are  asked  by  the  National  Insurance  Company  of  the  United 
Itates  to  rcLix  on  their  account.  In  all  conscience,  I  would  ask  them, 
rhy  should  we  relax  for  one  company?  Wherein  do  they  make  a  better 
ase  against  us  than  the  Mutual  New  York  with  its  almost  fitly  millions 
f  accrued  assets,  or  the  Connecticut  wilh  its  thirty- five  or  forty  millions? 
Vhat  I  understand  to  be  the  rule,  Mr.  President,  which  you  announced 
esterday  that  you  had  adopted  in  your  state,  and  which  is  one  lam 
lappy  to  say  that  I  am  ready  to  adopt  in  ours,  and  all  that  I  ask,  and  all 
liat  we  ask,  as  commissioners  combined,  is  that  a  company  should  keep 
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»erve  sufficient  to  meet  its  liabilities.  No  matter  whether  thej  get  it 
premiums  or  by  paid-in  capital,  all  we  ask  is  that  they  shall  have  a 
jrve  sufficient  to  meet  the  claims  which  ihey  assume  towards  the 
hie  Now  if  the  National  Insurance  Company  of  the  United  States 
e  got  a  million  of  capital  paid  in,  they  are  just  so  much  more  easy  in 
ir  circumstances  to  make  up  their  reserve.  They  have  not  half  the 
3r  that   these  other  companies  have  that  stand  on  $100,000  capital; 

it  seems  to  me  that  so  far  from  coming  to  us  with  any  propriety  to 
us  to  relax  the  rule,  they  may  thank  us  for  insisting  upon  the  rule, 
it  is  the  way  it  strikes  me.  They  have  got  a  million  of  dollars  to 
twith — I  may  sa^-  a  million  of  dollars  margin,  if  it  is  all  paid  up — 
inst  which  they  can  fill  up  their  premiums  and  make  expenditures, 
:  still  they  have  got  a  million  of  dollars  behind  them  to  make  up  their 
;rve.  Now  why  ask  us  to  relax?  It  seems  to  me  that  it  is  as  if  a  rich 
1  was  asking  to  borrow  money  on  poorer  security  than  a  poor  man 
—just  as  though  as  you,  Mr.  President,  who  may  be  worth  your 
lion,  should  claim  of  me  that  I  should  take  a  piece  of  paper  that  you 
egot,  without  your  name,  at  a  better  rate  than  I  would  take  a  better 
«  of  paper  of  a  poorer  man;  because,  forsooth,  you  have  got  a 
[ion  of  dollars  capital,  you  should  not  be  asked  to  put  up  so  much 
irity  as  the  man  that  had  but  $ioo,ooa  Practically,  coming  right 
n  to  the  point.  I  say,  that  is  the  fact,  as  it  strikes  me. 
hen,  again,  they  say  they  are  willing,  as  I  understand,  to  put  up  a 
rve  sufficient  to  meet  the  claim  at  4|^  or  4  per  cent,  whichever  it 
r  be,  but  they  want  our  reports  to  show  that  their  capital  is 
npaired.  Well,  it  is  a  very  fair  proposition  upon  its  face.  But  what 
tie  proposition?  As  I  understand  it,  it  is  simply  this:  **  That  you, 
srs.  Commissioners,  will  please  help  us  advertise  our  company.  We 
1  to  go  throughout  the  world  with  a  declaration  upon  our  flag  that  we 
e  a  million  ot  dollars  well  invested;  we  wibh  to  show  by  the  reports 
)ur  comm'ssioners  in  the  United  States  that  we  have  got  enough 
Is  on  hand  as  our  reserve,  without  touchmg  that  million  of  dollars." 
r,  is  it  honest?  I  don't  mean  to  accuse  them  of  dishonesty ;  but  is  it 
est  for  U.S  to  make  any  such  allowance  to  that  tomoany?  For  one,  I 
not  say  that  it  agrees  with  my  notion  of  what  commissioners  should 

But  it  is  not  for  the  National  Insurance  Company  of  the  United 
:es  that  we  are  legislating  now.  The  question  is  as  to  all  the 
ipanies  that  are  stock.  And  following  close  in  the  wake  of  the 
jment  in  favor  of  the  National  Insurance  Company  of  the  United 
es,  we  have  Mr.  Bcwley,  of  the  Universal,  joining  this  same  platoon. 
I  a  little  amusing,  however,  to  see  how  one  of  their  great  arguments 
3s  out  of  the  case  —  the  great  argument  which  the  National  company 
?s  principally  upon,  and  that  is  **  We  have  got  a  million  of  dollars  at 
rest."  And  that  is  put  forth  as  a  reason  why  they  should  be  let  off 
I  a  less  reserve,  because  they  have  got  a  million  of  dollars  at  interest 
:  is  earning  $6o,ooa  Now,  if  they  are  earning  $60,000  with  this 
lion,  it  goes  to  pay  as  much  more  of  the  expenses,  and  make  their 
m  for  this  advertising  by  us  so  much  the  less  worthy.  But  the 
niversal"  does  not  u^e  that  argument.  They  have  got  only  $200,000 
»i50.ooo  capital,  and  that  argument  drops  out;  and,  in  fact,  I  cannot 
a  single  argument  that  is  adduced  in  favor^of  the  **  Universal"  that 
5  not  apply  equally  to  the  **  Equitable"  and  every  other  company  that 
as  much  as  $200,000  capital. 

/"e  are  legislating  for  the  whole,  and  when  we  put  upon  our  records  a 
;  that  the  National  Insurance  Company  of  the  United  States  may  be 
off  with  a  six  per  cent  standard,  how  can  we  deny  it  to  the  **Uni- 
►al"  or  the  **  Republic,"  of  Chicago.  I  must  confess  that  I  cannot  see 
reason  why  we  should  treat  one  company  different  from  the  others  of 
stock;  nor  can  I  see  how  we  can  treat  the  stock  any  different  from 
mutual. 
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I,  therefore,  without  any  more  remarks,  will  close  by  sayinfif  that  my 
convictions  are,  and  my  vote  will  be,  in  favor  of  the  American  Experience 
table,  about  which  I  have  no  argument  to  make,  as  the  argument  of  the 
committee  is,  to  my  mind,  conclusive  upon  that  point  I  am  an 
American ;  and  I  go  for  that  which  is  American  in  preference  to  that 
which  is  European,  not  only  upon  principles  of  nationality  and  Union- 
loving,  but  on  the  principle  that  affects  the  Question  itself  We  are  to 
insure  American  lives.  Then  let  us  have  the  American  tables;  those 
tables  which  are  made  upon  the  experience  of  American  lives.  But  if  we 
are  driven  from  4^  per  cent,  I  very  readily  back  down,  or  rather  go  up 
to  the  4  per  cent  It  does  not  seem  to  me,  however,  that  4  per  cent  is 
desirable.     That  is  asking  a  little  too  much. 

And  here  I  will  just  allude  to  another  point,  for  I  shall  get  no  support 
I  suppose,  because  I  find  no  actuary  will  support  me,  though  I  have 
corresponded  extensively.  There  is  one  consideration,  however,  which 
I  have  brought  to  the  attention  of  several  of  the  most  eminent  actuaries, 
and  they  have  answered  me ;  I  am  not  satisfied  with  it  That  is  the 
subject  of  lapses. 

I  do  hope  that  one  of  the  results  of  our  meeting  here  will  be  to  put  an 
end  to  a  very  great  portion  of  this  waste,  if  I  may  so  call  it,  of  life  insur- 
ance, to  wit,  the  unnatural  termination  of  policies.  No  one  would 
believe  half  the  truth  that  could  be  told  to  him,  and  that  all  our  reports 
show  is  the  truth,  with  reference  to  that  subject  The  fact  that  only  fire 
per  cent  of  all  the  policies  that  are  taken  by  our  life  insurance  companies 
are  ever  paid,  is  a  fact  of  such  an  alarming  enormity  that  it  calls  for  the 
gravest  consideration.  But  with  that  portion  of  the  consideration  I  have 
nothing  to  do  at  present,  only  in  its  bearing  upon  the  question  now 
before  us.     Should  or  should  not  that  fact  have  some  effect  upon  the 

Question  of  a  reserve?  As  I  remarked  to  my  friend  General  Smith  of 
Kentucky,  in  a  letter  to  him,  you  can  sit  down  to  day,  and  form  a  table 
of  lapses  with  more  accuracy  and  greater  certainty  than  you  can  a  table 
of  mortality.  One  who  has  not  tried  it  will  be  astonished  to  see  how  it 
will  come  out  I,  in  the  first  place,  took  our  own  company,  the  only 
company  I  had  any  jurisdiction  of,  and  I  asked  them  this  question: 
**  What  has  been  the  full  amount  of  all  the  insurance  you  ever  effected 
since  yOu  existed?"  They  replied  **  $51,000,000;  present  amount 
$25,000,000;"  I  asked,  "what  have  you  ever  paid?"  They  answered 
"$1,300,000,  or  four  and  four-fifths  per  cent."  I  take  the  Massachusetts 
reports,  and  sit  down,  and  year  after  year  cast  them  over;  and  I  find 
that  it  comes  out  four  and  four-fifths  per  cent.  When  I  came  in  as  com- 
missioner for  my  state,  I  thought  I  would  pursue  it  further;  and  I 
required  the  companies  to  give  me  their  experience  for  all  time.  I 
detailed  the  results  in  my  last  report,  and  it  comes  out  there  a  little 
larger;  it  is  eight  per  cent.  Take  it  year  by  year,  it  is  four  and  four-fifths 
per  cent  until  you  get  the  total  experience  of  all,  and  there  are  some 
uncertainties  about  it,  and  it  come  out  eight  per  cent. 

What  I  say  is,  let  the  thing  cut  where  it  will,  that  while  this  state  of 
things  exists,  it  is  a  matter  affecting  the  question  of  reserve.  Suppose 
ten  policies  taken  out,  a  reserve  is  required  for  each,  and  nine  of  them 
never  call  for  a  cent.  Does  not  it  affect  the  amount  of  reserves  necessar/ 
for  the  one?  I  know  it  is  an  uncertain  amount;  and  in  considering  the 
subject  bfciore  us,  I  put  it  out  of  the  question  entirely.  I  take  the 
actuaries'  ideas,  and  the  commissioner's  ideas,  and  make  the  companies 
keep  on  hand  the  full  amount  of  the  reserve  upon  the  rate  adopted.  I 
don't  allow  it  to  influence  me  in  the  least  here,  but  there  is  that  question 
still ;  and  it  is  one  which  I  do  hope  we  shall  do.  something  here  to  put 
an  end  to;  and  for  that  reason  I  should  not  allow  it  to  influence  our 
action  at  all  now.  Let  us  do  what  we  can  to  get  rid  of  the  evil;  and 
then  we  shall  have  nothing  to  legislate  for. 
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Mr.  W.  E.  H ARVKY :  Mr.  President,  I  think  my  whole  half  hour  was 
)t  used  up  when  I  last  addressed  the  convention. 

It  has  been  suggested  that  in  case  the  actuaries'  four  per  cent  is 
[opted  as  the  basis  of  reserve,  there  might  be  a  difficulty  attending 
e  raising  of  the  reserve  by  those  companies  who  are  now  operating 
)on  the  basis  of  the  American  four  and  one-half  or  any  other 
andard.     For  that  reason  I  have  proposed  the  following  as  an  addition 

the  report  of  the  committee : 

'*  Resolved,  That  whenever  it  shall  appear  that  the  sum  of  the  assets  of 
\y  life  insurance  company  shall  fall  below  the  reserve  as  calculated 
>on  the  legal  standard,  a  gross  valuation  should  be  made  as  a  test  of 
ilvency,  taking  into  consideration  the  future  premiums  receivable, 
iducting  therefrom  fifteen  per  cent  for  expenses  and  contingencies;  and 
latno  company  should  declare  or  pay  any  dividend  to  either  its  stock- 
alders  or  policyholders  unless  its  net  assets  shall  equal  in  value  its  lia- 
ilities  calculated  by  the  net  method,  and  on  the  legal  basis." 
In  offering  this  amendment  to  the  report  of  the  committee  I  do  it  for 
le  reason  that  some  of  the  Illinois  companies  who  have  sulTered  by  the 
re,  and  whose  assets  were  reduced  below  the  legal  standard  of  that  state, 
'  four  per  cent,  are  very  desirous  that  that  standard  should  be  main- 
lined in  the  state;  that  unless  some  relief,  and  the  relief  that  this  reso- 
ition  would  give  them  is  afforded  they  must  ask  for  a  lower  standard  of 
iluation.  I  think  the  mutual  companies  in  Illinois  all  prefer  the  actuarjf's 
»ur  per  cent^  at  least  so  far  as  I  have  been  able  to  learn  their  opinion, 
conversed  with  some  officers  of  the  companies' on  Saturday  last.  They 
id  a  meeting,  and  I  stated  this  proposition  to  them  as  a  means  of 
flfording  them  relief,  and  the  ability  to  maintain  the  four  per  cent  in  the 
iture,  but  giving  them  dividends  for  a  year  or  two  as  it  would  be 
ecessary  under  this  plan.  They  held  a  meeting  and  advised  me  by  tele- 
raph  that  they  would  be  glad  to  see  this  plan  adopted  by  the  convention. 
The  Prbstobnt  :  If  the  gentleman  will  allow  me  tosuggc  it,  this  motion 
rould  hardly  be  in  order  unless  he  would  withdraw  tho  original  resolu- 
ion  which  he  presented,  and  presented  it  altogether  as  an  amendment  to 
Ir.  Reynolds' ff. 

Mr.  W.  E.  Harvky,  of  Illinois :  I  do  not  offer  this  as  a  substitute  for 
ay  motion.  It  is  merely  a  means  to  enable  companies  to  get  over  the 
ifficulty  of  reserving  on  as  low  a  standard  as  four  per  cent. 

The  President  :  Could  not  the  gentleman  incorporate  all  the  original 
esolution  with  this. 

Mr.  W.  E.  Harvey,  of  Illinois:  No  matter  which  standard  is  adopted 
s  the  basis  of  reserve,  something  of  this  kmd  is  necessary,  and  this  will 
enable  companies  to  go  to  a  higher  reservation. 

Mr.  Reynolds:  I  do  not  think  that  we  could  entertain  the  motion 
hat  is  now  pending  as  it  has  not  any  connection  with  the  question  before 
he  convention. 

The  President  :  No,  sir;  it  is  not  in  order.  • 

Mr.  Harvey,  of  Missouri :  I  would  merely  say  that  I  understood  the 
)bject  of  the  gentleman  from  Illinois  (Mr.  W.  E.  Harvey)  in  introducing 
iiat  resolution  at  tiiis  time  was  for  the  purpose  of  affording  an  oppor- 
tunity to  a  gentleman  present — a  commissioner  of  one  of  the  states — to 
nplain  his  views  upon  that  matter.  He  may  be  called  away,  and  I  would 
iikf^to  hear  from  him. 

The  Presidknt  :  I  think  it  might  be  incorporated  in  the  resolution 
which  he  offered,  making  the  whole  of  it  his  substitute  for  the  report. 

The  suggestion  is,  that  you  incorporate  in  this  resolution  the  resolu* 
tion  which  you  first  offered,  and  which  is  now  before  the  convention,  and 
all  that  together  he  offered  as  an  amendment  to  Mr.  Reynolds's. 
Then  both  subjects  are  open  for  discussion,  and  will  come  regularly 
before  the  convention,  and  in  a  proper  order.  As  it  now  stands,  the 
matter  is  *«  wrong  end  first"  before  the  convention. 


Digitized  by 


Google 


46 

Mr.  W.  E.  Harvey,  of  Illinois : '  As  I  do  not  wish  to  go  head  foremost 
in  this  matter,  I  will  get  some  m\icilage,  and  tack  the  two  together. 

The    President:     We  will  consider  the  resolution  of  Mr.    W.  E. 
Harvey,  with  this  clause  appended  to  it,  as  now  offered  as  an  amend 
ment  to  the  resolution  of  the  gentleman  from  Alabama  (Mr.  Reynolds). 
Unless   there  is  some  objection  on  the  part  of   some  member  of  the 
Convention,  that  will  be  so  considered. 

Mr.  Reynolds:  I  will  suggest,  Mr.  President,  that  if  the  report 
shows  my  resolution  as  an   amendment   we  cannot  further  amend  it 

The  President:  Your  resolution  will  now  stand  as  a  motion  to 
endorse  the  report  of  the  committee,  and  Mr.  Harvey*s,  as  a  motion 
incorporating  the  changes  contained  in  his  resolution. 

Mr.  Harvey,  of  Illinois :  We  will  move  back  the  wheels  of  time,  and 
pnt  this  in  with  the  original  motion. 

Mr.  Harvey,  of  Missouri :  I,  for  one,  would  like  to  hear  from  Mr. 
Clarke,  of  Massachusetts,  on  this  matter,  if  he  is  ready  to  say  anything. 

The  President  :  He  will  probably  give  us  his  views  when  he  tliinks 
the  proper  time  has  come. 

Mr.  Clarke  :  Mr.  President  and  gentlemen  of  the  convention :  I  did 
not  intend  at  this  stage  of  the  proceedings  to  express  my  views  upon  this 
subject,  and  I  do  not  feel  quite  prepared  to  do  so.  I  will  state,  however, 
that  I  am  here  entirely  unprejudiced  in  this  matter,  entirely  uncommitted 
I  bhould  have  said.  I  came  to  hear  what  was  to  be  utte^-ed  on  both  sidts 
of  this  important  question.  I  am,  in  other  words,  open  to  conviction. 
At  the  same  time  I  must  be  allowed  to  say  that  my  feeling  has  been 
strongly  in  favor  of  the  standard  adopted  oy  my  own  state.  I  have 
listened  attentively  to  the  arguments  which  have  been  given  in  favor  of  a 
six  per  cent  and  a  four  and-a-hnlf  per  cent  valuation.  I  have  read 
with  interest  and  care  the  very  able  report  of  the  committee,  and  also 
the  report  submitted  by  our  friend  Mr.  Barnes  yesterday,  but,  thus 
far,  I  have  failed  to  discover  in  any  of  those  utterances  sufficient 
reasons  to  warrant  me  in  favoring  a  departure  from  the  standard  of 
my  own  state.  I  am  not  a  partisan  in  this  matter.  As  1  have  already 
said,  I  am  ready  to  receive  and  consider  every  point  which  may  be 
submitted  in  favor  of  the  other  propositions.  The  standard  of  valuation 
adopted  by  Massachusetts  is  not,  as  our  friend  from  Maine,  (Mr. 
Paine)  gives  us  to  understand,  of  English  origin.  In  England,  as 
we  all  know,  the  standard  is  three  and-a-half  per  cent.  Ours  is  a 
medium;  it  is  a  compromise  between  the  three  and-a-half  and  four 
and-a-half  per  cent  standard.  Now  I  have  this  feeling,  that,  with  a 
four  per  cent  standard  of  valuation,  we  are  safely  moored.  If  we  get 
back  the  American  experience  table  of  mortality,  against  which  I 
urge  no  objection,  if  we  were  to  adopt  that  standard,  I  should  feel, 
that,  in  view  of  its  undeveloped  character — and  by  this  I  mean  simply 
that  it  has  not  attained  sufficient  age  and  experience  to  warrant  it  as 
a  standard  for  permanent  adoption — I  should  feel  that  we  were  cutting 
loose  from  what  we  now  know  to  be  a  safe  basis.  As  you  will  perceive 
by  my  remarks,  I  am  averse  to  cutting  loose  from  what  we  know 
to  be  safe,  for  anything  which  indicates  uncertainty.  In  the  report  given 
to  us  yesterday  by  our  friend  Mr.  Barnes,  this  thought  was  developed, 
that  we  mioht  adopt  the  American  experience  table  at  four  and-a-half 
per  cent  with  the  condition  that  it  might  be  modified  by  further  develop- 
ments. I  am  opposed  to  accepting  any  change  unless  we  can  be  assured 
in  the  outset  that  it  is  to  be  a  safe  and  permanent  one.  I  am  warranted 
in  saying  the-  universal  sentiment  of  our  people  is  in  favor  of  the  standard 
which  we  have.  I  believe  that  nearly  all,  perhaps  all  of  the  companies 
in  New  England,  are  also  in  favor  of  the  same  basis.  The  Union  Mutual, 
of  Maine,  lam  authorized  to  represent  as  decided  upon  this  question.^ 
The  Massachusetts  companies,  I  know,  are  a  unit  in  favor  of  the  foufi 
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percent  rescnre.  The  Connecticut  companies,  so  far  as  I  have  the  means 
of  knowing,  I  am  ofBcially  informed  that  several  of  them  are  in  favor  of 
the  four  per  cent  reserve.  Taking  these  facts  altogether,  and  also  the 
additional  information  which  I  have  received  through  correspondence 
with  companies  in  other  states,  I  feel  fully  warranted  in  taking  the 
position  which  I  now  announce.  It  is  very  well  known  to  many  of  the 
^ntlemen  in  this  convention,  and  it  was  announced  in  Mr.  Barnes's 
report  yesterday,  that  the  experience  of  the  Massachusetts  department, 
the  present  year,  covering  the  results  of  1870,  developed  a  lar;;e  degree 
of  impairment.  It  is  all  true.  A  part,  however,  a  very  large  portion  of 
this  impairment  was  not  a  financial  impairment.  It  grew  out  of  the 
fict  thtt  several  companies  had  failed  to  render  complete  returns.  In 
one  single  instance  a  company  had  neglected  to  return  to  tlie  Massa- 
chnseits  department  upwards  of  two  millions  of  insurance  which  had 
long  previously  ceased  to  exist.  Those  of  us  who  know  anything  about 
the  principles  of  valuation,  who  understand  the  principle  of  its  appli- 
cation, will  see  at  once  that  such  a  fact  as  this  placed  that  company 
immediately  below  all  recognition  as  a  solvent  company,  and  there  were 
other  companies  in  the  same  condition;  so  that  a  very  large  portion 
of  the  two  millions  and  five  or  six  hundred  thousand  dollars,  whatever 
the  amount  of  impairment  was,  developed  by  the  experience  of  Massa- 
diosetts,  grew  out  of  this  imperfect  manner  of  making  returns. 

But  I  confess  that  there  was  a  large  amount  of  actual  financial  impair- 
■Knt  growing  out  of  the  severity  of  the  test  which  Massachusetts  has 
imposed  upon  companies  doing  business  within  her  borders.  Now, 
although  this  test  has  been  so  severe,  although  several  companies  have 
soffered — if  that  is  a  proper  term  to  use  —  by  its  severity,  yet,  let  me 
sty  to  you,  gentlemen,  that  a  majority  of  those  very  companies  have 
lasured  me  of  their  perfect  confidence  in,  and  satisfaction  with,  the 
standard  which  we  apply.  They  have  signified,  also,  their  perfect 
termination  to  adhere  to  it,  and  expressed  their  preference  for  that 
rather  than  for  the  four-and-a-half  per  cent  valuation.  I  have  no  sort  of 
doubt  that  a  large  number  of  the  companies  doing  business  in  our  state, 
coming  from  other  states.  New  York,  Pennsylvania  and  farther  west,  are 
taking  the  same  ground ;  indeed,  I  have  information  to  that  effect  Now, 
although  the  test  of  which  I  am  speaking  is  so  severe  in  its  application,  I 
Mm  still  constrained  to  feel  that,  after  all,  it  is  the  safest  standard. 
I  have  carefully  examined  its  bearing  in  every  relation,  and  I  have  failed 
to  discover  any  reasons  —  sufficient  reasons  —  warranting  us  in  a 
departure  from  that  rule.  I  see  nothing  in  the  financial  status  in  the 
business  of  life  insurance,  I  see  nothing  in  the  present  or  prospective 
rates  of  interest,  as  likely  to  be  affected  by  growth,  by  commercial  and 
industrial  growth,  or  by  the  development  of  state  or  national  resources, 
which  warrant  a  departure  from  that  rule.  And  yet,  if  gentlemen  here 
can  convince  me,  and  I  am  open  to  conviction,  that  I  am  wrong  in  this 
view,  I  shall  l>e  most  happy  to  yield.  I  do  not  stand  here  with  any 
disposition  to  be  ungenerous  or  unkind,  or  arbitrary.  I  am  desirous  of 
favoring  every  company  doing  business  in  my  own  state  to  the  utmost  of 
my  power,  and  yet,  as  a  faithful,  conscientious  man,  and  public  officer, 
I  am  compelled  to  adopt  the  views  which  I  have  expressed. 

In  regard  to  the  resolution  presented  by  the  gentleman  from  Illinois 
(Mr.  W.  E.  Harvey)  and  particularly  the  amendment  off'^red  to  his  reso- 
lution, both  of  which,  as  I  understand,  are  to  be  embodied  in  one,  I  am 
inclined  to  think  that  the  application  of  the  amendment  will  relieve  com- 
panies who  have  been  acting  upon  the  four  and  a  half  per  cent  reserve, 
and  will  enable  them  to  maintain  a  four  per  cent  standard.  I  know,  and 
it  is  well  known,  that  a  company  which  can  sustain  itself  upon  a  four  per 
cent  valuation  is  entitled  to  credit.  I  do  not  mean  by  this  any  reflection 
apon  othen,  but  I  do  say  that  a  company  in  our  state  which  can  main- 
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tain  itself  under  a  four  per  cent  reserve,  commands  the  confidence  of  our 
community,  and  po  it  will  be  everywhere.  I  am  in  favor  of  reserN  ing  a 
full  and  sufficiently  ample  amount  for  any  emergency.  Take  the  Cliica^a 
disaster  as  an  illustration,  and  tell  me,  if  you  please,  whichof  the  companies 
involved  in  that  disaster  have  come  out  of  it  best?  I  say  in  almost 
every  case  those  companies  which  had  the  largest  reserve.  I  am  in  favor 
of  a  large  reserve,  and  this  very  fact  illustrates  its  value. 

I  have,  Mr.  President  and  gentlemen,  but  few  words  to  say  on  this 
subject.  I  did  not  propose  to  speak  kt  all  to-day,  and  I  only  offer  these 
words  as  simply  defininf^  my  position  on  this  question.  A  gentleman 
from  my  own  state,  Mr.  Mason,  the  actuary  of  the  Massachusetts  Mutual, 
of  Springfield  would  like  to  express  in  very  few  words,  his  views  upon 
one  or  two  points,  and  I  very  willingly  yield  a  few  moments  of  the  time 
allotted  to  me  for  that  purpose,  reserving  whatever  mo^  remain  to  be 
occupied  at  some  future  stage  of  our  proceedings.  If  the  convention 
does  not  object  I  would  like,  at  this  point,  to  have  Mr.  Mason  express  his 
views  on  two  or  three  points  which  are  in  his  mind,  occupying  only  a 
portion  of  my  ovm  time;  and  with  these  remarks,  Mr.  President,  I  prefer 
to  reserve  what  else  I  may  have  to  say  until  some  other  time. 

RE14ARKS  OF  Mr.  J.  Weir  Mason. 

Mr.  Mason:  Mr.  President  and  gentlemen  of  the  convention — Com- 
missioner Clarke  said  to  me  that  he  would  endeavor  to  give  me  an 
opportunity  to  express  to  the  convention  some  of  the  views  which  I  hold 
on  this  subject,  and  to  lay  before  them  some  facts  which  I  thought  were 
worthy  of  their  consideration.  I  had  supposed  that  the  opportunity 
would  not  come  until  later  in  the  session,  when  I  would  have  had  the 
time  to  prepare  what  I  had  to  say  somewhat  more  elaborately  than  I 
shall  now  be  able  to  present  it  At  the  same  time  I  regret  the  fact 
of  speaking  now,  the  less  because  several  points  which  I  wished  particu- 
larly to  impress  upon  the  consideration  of  the  gentlemen  have  been 
already  brought  forward  in  the  address  by  the  commissioner  from  Maine 
(Mr.  Paine),  more  particularly  the  consideration  of  the  probable  future 
rate  of  interest.  Most  of  the  points  which  he  presented  seem  to  me  to 
look  very  strongly  toward  the  future  decline  in  the  rate  which  could  be 
realized  and  attained  by  companies.  I  do  not  mean  to  say  the  rate  which 
could  be  obtained  on  certain  forms  of  investments,  either  upon  bond  and 
mortgage  or  upon  government  bonds,  but  the  rate  that  the  companies 
themselves  could  depend  upon  showing  at  the  eild  of  the  year  as  received 
upon  their  ansets,  taking  into  consideration  all  the  delays  incidental  to 
the  collection  of  the  premiums  themselves  and  all  the  interest,  and  all 
the  other  peculiar  circumstances  which  he  so  well  represented. 

I  do  not  mean  to  go  over  these  points  again,  but  I  do  wish  to  ask  the 
members  of  the  convention  whether  Mr.  Paine's  statement  did  not  prove 
more  than  he  drew  from  them — in  other  words,  whether  they  did  not 
prove  the  advisability  of  a  four  per  cent  standard  instead  of  one  at  four 
and  one  half  per  cent.  Take  his  own  figures  as  he  presented  them.  See 
how  very  close  upon  four  and  four  and  one  half  per  cent  the  average  rate 
of  interest  realized  by  the  companies  during  the  past  few  years  has  beea. 
Consider  the  universal  experience  of  civilized  communities  in  the  declin- 
ing rate  of  interest,  as  they  grow  in  wetlth  and  in  the  accumulation  of 
capital.  Consider  the  imminent  danger  of  taxation  upon  our  reserves 
and  the  fact  that  one  per  cent  of  taxation  that  is  imposed  diminishes  the 
rate  realized  just  as  much — the  tax  imposed  on  the  reserves  I  mean. 

From  these  facts  I  think  most  gentlemen  will  perceive  that  there  is 
danger  that  four  per  cent  is  all  that  will  be  realized  on  the  average  by 
companies, — some  companies,  I  cannot  say  how  many.  Then  if  there  is 
danger  that  such  a  period  will  last  for  several  years  it  seems  to  me  that 
the  only  safety  and  the  only  way  to  avoid  great  trouble  for  our  insurance 
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nmpanies  will  be  to  fix  the  standard  so  low  that  no  probable  diminution 
n  the  rate  of  interest  will  affect  us  injuriously.  And  it  seems  to  me  in 
few  of  what  Mr.  Paine  aays  that  four  per  cent  is  as  high  as  we  ought  to  go. 
I  wish  to  say  one  or  two  words  more  with  reference  to  the  table  of 
Qortalitj  to  be  used.  That  is  a  subject  with  reference  to  which  I  speak 
rith  diffidence.  Actuaries  of  far  greater  experience  than  myself  and . 
rith  far  better  opportunities  of  judging*  differ  with  me.  What  I  offer  to 
le  consideration  of  the  convention  is  merely  the  result  of  my  own 
loughts  upon  the  subject,  and  a  comparison  with  the  views  of  different 
ersons. 

I  take  the  report  of  the  committee  for  m^  text  They  sa^  that  the 
ctuaries'  and  American  tables  differ  but  little  in  the  rate  of  mortality 
hich  they  provide  for;  that  they  both  are  considerably  below  the 
cperience  of  American  companies;  that  the  American  table  is  consider- 
>1  J  below  the  experience  of  American  companies.  In  what  sense  does 
lat  represent  the  experience  of  American  lives?  In  fact,  if  the  Mutual 
lYe  falls  below  the  experience  in  that  table,  does  it  represent  the  experi- 
iceof  the  Mutual  Life.  I  mean  how  does  it  represent  that  experience  to 
ich  a  degree  that  we  should  be  bound  to  take  it  as  the  best  possible 
ponent  of  the  mortality  of  American  lives?  That  will  be  answered  by 
ntlemen  more  familiar  with  the  table.  But  it  is  a  question  which  I 
sh  to  bring  up  so  that  it  can  be  answered  when  others  come  to  speak. 
It  seems  to  me  that  the  only  reason  why  our  American  experience  has 
lien  below  the  mortality  called  for  by  the  American  table,  is  simply  the 
:t  that  the  insured  in  our  companies  have  been  of  such  recent  selection ; 
other  words,  the  effect  of  medical  selection  had  not  sufficiently  worn 
t  to  enable  the  mortality  to  reach  what  it  will  be  when  the  companies 
e  somewhat  older.  And  if  this  American  table  would  go  back  far 
ough  to  make  me  perfectly  certain  of  the  data  upon  which  it  was  based, 
d  to  show  the  effect  of  their  selection,  I  should  be  very  willing  to 
mit  that  it  is  the  best  standard  to  be  used.  But  it  seems  to  me  that  it 
fers  from  our  actual  experience  in  one  direction  and  from  the 
rtuaries'  in  another,  just  as  I  would  expect  these  tables  to  differ  from 
ch  other :  when  one,  the  Actuaries*,  was  based  upon  a  long  series  of 
ars,  when  medical  selection  had  comparatively  but  little  effect,  and 
len  the  American  was  based  upon  a  long  series  of  years  when  medical 
ection  had  a  certain  effect,  and  the  rate  was  based  on  a  still  shorter 
mber  of  years,  and  a  fresher  number  of  lives.  It  seems  to  me  in 
ablishing  a  standard  which  'is  to  be  maintained  for  a  great  many 
ars,  companies  will  be  more  safe  to  take  that  which  is  based  on  the 
igest  standard,  if  that  experience  was  derived  from  a  different  country 
nn  our  own.  And  I  am  a  little  confirmed  in  that  belief  by  noticing 
It  the  ages  in  which  the  difference  exists  so  strongly  between  the 
rtuaries'  and  the  American  table  are  just  those  where  freshness  of  selec- 
>n  on  the  part  of  the  lives  upon  which  that  table  was  based  would  be 
>st  apparent,  viz.,  the  middle,  ordinarily  assurable  ages. 
Still  further  am  I  inclined  to  favor  the  Actuaries*  table  from  the  fact 
at  its  results  are  so  strongly  confirmed  by  the  new  Actuaries',  made 
dependent  of  it;  or  made  in  a  somewhat  different  way,  and  made  in  a 
inner  which  seems  as  nearly  perfect  as  I  think  such  a  thing  can  be 
ne  to  eliminate  the  chances  of  mistake. 

I  do  not  think  there  is  any  doubt  that  the  mortality  of  English  assured 
es— or  the  assured  lives  of  Great  Britain,  perhaps  I  should  say— is  more 
riy  represented  by  the  Actuaries' table  than  by  any  other  which  we  have 
erhad,  and  as  far  as  the  considerations  which  lead  us  to  suppose  that 
;  in  this  country  is  of  greater  duration  than  in  the  old  countries,  and 
o  that  our  assured  lives  are  subject  to  a  different  standard  from  that 
uch  prevails  in  the  assured  lives^ofthe  old  country.  I  can  only  say 
til  we  have  had  more  experience,  those  considerations  will  have  great 
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weight.  AH  we  can  say  now  is  that  it  seems  so.  The  aim  has  been  to 
fix  a  common  standard  which  will  insure  absolute  security.  It  appears 
to  me  better  to  take  a  standard  about  which  there  is  no  doubt  what- 
ever. 

I  have  spoken  rather  in  support  of  the  views  of  Hhe  state  of  Massa- 
chusetts, than  with  the  hope  that  I  may  offer  any  thing  new  to  the  con- 
vention. If  I  am  wrong  in  any  of  my  data,  or  in  my  inferences  from 
them,  there  are  gentlemen  to  follow  who  are  very«ible  to  correct  me. 

Mr.  Caldwell  :  (At  three  o'clock  P.  M.)  I  move  that  the  convention 
do  adjourn. 

Which  was  lost. 

Mr.  Facklbr  of  Tennessee :  Mr.  President,  knowing  that  Mr.  Homans, 
formerly  actuary  of  the  Mutual  Life,  would  be  able  to  express  some  views 
on  the  subject,  and  that  he  desires  to  do  so  at  some  time  during  this 
session  of  this  convention,  I  wish  him  to  occupy  a  part  of  my  time,  reserv- 
ing a  portion  for  my  own  use  in  case  I  may  wish  to  speak  on  this 
subject. 

Remarks  of  Mr.  Sheffard  Hobcans. 

Mr.  President  :  My  friend,  Mr.  Fackler,  is  not  quite  correct  in  his 
statement,  for  I  have  no  speech  to  make;  and  I  don't  think  it  would  be 
quite  proper  for  me  to  speak  of  the  American  table,  as  it  is  of  my  own 
formation;  although  it  may  be  well  to  say  in  answer  to  the  remarks  of 
the  gentleman  from  Massachusetts,  who  spoke  a  moment  a^o,  that  that 
table  was  intended  to  be  a  representation  of  the  experience  oSfthe  Mutual 
Life,  in  which  the  effects  of  recent  selection  were  carefully  eliminated. 
That  is  to  say,  it  represents  the  experience  of  the  Mutual  Life  after  the 
first  two  or  three  years  of  its  policy  were  eliminated. 

I  appreciate  highly  your  vote  offering  me  an  opportunity  to  make  any 
remarks,  but  I  have  none  prepared.  I  came  here  to  listen  to  your  dis- 
cussions, in  which  I  take  a  great  interest.  I  may  say  here,  that  I  have 
read  very  carefully  the  report  of  your  committee  on  valuations;  and  beg 
to  tender  my  appreciation  of  the  conscientious  labor  of  those  gentlemen 
in  investigating  the  subject,  and  in  making  that  report.  It  augurs  well 
for  the  future  of  life  insurance,  that  we  have  men  who  will  devote  their 
minds  and  their  energies  to  the  working  out  of  the  problem  to  its  founda- 
tion.    With  these  remarks  I  will  close  for  the  present. 

Rebiarks  of  Mr.  Edwin ^W.  Bryant.. 

Mr.  President :  Prior  to  the  first  session;  it  had  never  occurred  to  me 
that  the  task  of  valuing  a  life  insurance  policy  was  a  verr  difficult  one. 
But  having  listened  patiently  here,  and  at  the  sessions  of  the  valuation 
committee  having  heard  all  that  my  brother  actuaries  had  to  advance  on 
the  subject,  I  have  reached  the  conclusion  that  no  more  complex  problem 
ever  puzzled  the  wits  of  man  than  the  valuation  of  an  insurance  policy 
by  an  insurance  department.  Here  are  sixty  or  seventy  companies  pro- 
ceeding upon  probably  thirty  rates  of  premium.  Of  the  difference  in 
the  rates — the  widest  arise  fix>m  different  bases  of  interest.  Some 
differ  in  the  premiums,  of  course,  from  changes  in  the  percentages  of 
loading.  So  far  as  the  valuations  have  ^et  been  made  they  have  dealt 
with  the  net  premium  only,  that  which  is  computed  upon  the  basis  of 
mortality  and  interest. 

The  remarks  that  I  am  about  to  make  will  give  my  individual  opinions, 
and  will  in  no  way  represent  the  official. opinion  of  the  state  of  New 
York  or  its  present  administration. 

ist.  I  dissent  wholly  from  the  opinion,  which  has  found  some  advocates 
before  you,  that  the  state  should  exercise  only  so  much  supervision  over 
insurance  companies  as  merely  to  cause  their  accounts  to  be  certified  to 
by  a  state  insurance  officer. 
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I  hold  it  to  be  clearly  the  dutj  of  the  state,  not  only  to  require  from 
these  companies  full  and  explicit  annual  statements  of  their  transactions, 
tssetS}  liabilities,  etc.,  but  also  to  require  them  to  maintain  such  reserves, 
securely  invested,  as  will,  with  the  premiums  receivable,  undoubtedly 
cnible  them  to  carry  forward  their  contracts  to  maturity. 

2nd.  For  purposes  of  state  valuations  of  life  policies,  I  recommend  the 
American  Experience  table  of  mortality  constructed  by  Mr.  Sheppard 
Horaans.  Though  the  paucity  of  the  data  upon  which  this  table  is  based 
might,  a  few  years  ago,  have  been  accounted  a  reason  against  its  adop- 
tion, the  argument  now  will  have  no  weight,  as  the  table  is  well  con- 
firmed by  the  large  experience  of  the  Mutual  Life  insurance  company  of 
New  York,  as  well  as  by  the  general  experience,  so  far  as  we  know  it,  of 
other  American  companies. 

3rd.  The  rate  of  interest  to  assume  in  state  valuations  of  each  company 
should,  in  my  opinion,  be  the  rate  adopted  by  the  company  in  the  com- 
putauons  of  its  premiums — subject  to  the  following  qualifications  : 

A.  That  the  net  premiums  valued  should  be  so  much  exceeded  by  the 
actual  premiums  as  to  give  a  proper  margin  for  expenses. 

B.  That  the  rate  of  interest  should  be  so  low  as  to  be,  beyond  reason- 
able doubt,  probable  of  realization.  A  maximum  rate  of  interest  for 
state  valuation  should  be  established  by  law,  and,  in  case  a  company's 
rate  of  interest  should  be  higher  than  the  maximum  state  valuation  rate, 
the  valuation  should  be  made  as  stated  (in  D)  brlow. 

C.  That  the  actual  premiums  shall  not  have  been  constructed  by  a  very 
large  loading  upon  a  net  premium  at  a  high  rate  of  interest,  (with  the 
obvious  intent  of  securing  a  large  actual  premium,  and  of  making  a 
relatively  small  reserve.) 

D.  In  every  case  in  which  the  net  future  premiums  valued  shall  be 
smaller  than  the  net  premiums  by  the  valuation  rate  of  interest,  the 
company  should  be  required  to  reserve,  from  the  outset,  a  sum  equal  to 
the  whole  of  the  difference  between  the  present  value  of  the  actual  net 
premiums,  and  the  net  present  value  of  the  sums  insured.  This  (D)  is 
an  explanation  of  the  proper  mode  of  procedure  in  case  B,  supposed, 
foregoing;  and,  mutatrs  mutandis^  it  applies  in  case  A. 

E.  In  case  (^,  supposed,  foregoing,  the  adoption  of  premiums  con- 
structed as  therein  stated,  should  be  regarded  as  an  evasion  of  the 
intention  of  the  law  to  require  a  high  reserve  from  high  premiums,  and 
if  the  loading  should  exceed,  say,  (50)  per  cent  of  the  net  piemium,  a  full 
four  (4)  per  cent  reserve  should  be  required. 

4th.  I  do  not  consider  myself  qualided  to  express  an  opinion  as  to  the 
maximum  rate  of  interest  upon  which  net  reserves  should  be  permitted; 
an  answer  to  this  question  should  be  sought  from  the  leading  conserva- 
tive business  and  financial  men  of  the  country,  at  large,  especially  those 
who  have  no  direct  interest  in  the  life  companies,  as  their  opinions  are 
likely  to  be  unbiased ;  but  whatever  the  maximum  rate  allowed  may  be, 
it  is  I  think,  clear  that  the  reserves  of  all  companies  whose  present 
actual  premiums  are  based  on  lower  rates  of  interest  should  be  main- 
tained upon  these  rates.  The  difference,  say,  between  six  (6)  and  (4) 
I^rcent  rate  of  premium  is  paid  to  insure  against  the  fall  interest  from 
"X  (6)  to  four  (4)  per  cent,  and  being  paid,  should  be  reserved  for  that 
purpose. 

5th.  The  existing  system  of  state  valuations  (however  suitable  it  may 
have  been  in  times  past)  is,  in  my  judgment,  wholly  unadapted  to  the 
present  condition  of  life  insurance.  To  continue  it,  is  simply  to  dis- 
regard both  fact  and  reason ;  seeing  that  the  actual  net  premiums  of 
many  of  our  companies  differ  so  greatly  from  the  net  premiums  by  our 
standards  of  valuations.  For  though,  on  the  one  hand,  no  valuation 
should  ever  be  made  by,  taking  into  account  a  net  future  premium 
greater  than  the  net  premium  by  the  valuation  rate  of  interest;  on  the. 
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hand,  it  should  never  be  assumed,  contrary  to  the  factSj  that  the 
iture  premium  actually  receivable  is  equal  to  the  net  premium  by 
aluation  rate  of  interest.     If  the  process  of  valuation  is  worth  any 

as  a  means  of  getting  at  facts,  and  if  the  words  which  describe  the 
ss  are  to  have  any  rational  meaning,  then  the  process  can  be  sub- 
ially  set  forth  only  in  words  about  like  these : 

our  (4)  per  cent  being  for  the  occasion  taken  as  the  valuation-rate 
terest,  when  we  make  a  valuation  by  it  we  undertake  to  make  such 
utations  as  will  show  that  the  present  value  at  four  (4)  per  cent  of 
let  premiums  yet  to  be  received,  and  the  reserve  in  hand,  are 
her  equal  to  the  four  (4)  per  cent  present  value  of  the  insuance.** 
nd,  it  may  be  added,  that  the  net  premium  valued  is  not  to  be 
er  than  a  net  four  (4)  per  cent  premium.) 

>pose  the  terms  of  a  policy — ordinary  life,  premium  to  continue  for 
present  age,  forty  (40^  years;  sum  insuroa,  one  thousand  dollars. 
X);)  policy  in  company  A,  issued  at  the  net  four  (4)  per  cent  pre 
I,  $23,677;  one  policy  in  company  B,  at  the  six  (6)  per  cent  net 
ium,  $19,965.  At  the  instant  of  issue,  the  premium  having  just 
paid,  the  assumption  is,  that  if  the  company  has  in  hand  the  differ^ 
t>etween  the  present  value  of  a  net  four  (4)  per  cent  future  premium, 
tie  net  four  (4)  per  cent  value  of  the  sum  insured,  it  holds  a  four  (4) 
;nt  reserve. 

5  present  value  of  the  insurance  is  in  each  case  $381,040.  The 
nt  value  ot  the  net  future  premims,  company  A,  ($15,093  x  $23,677) 
7.363 — which  taken  from  the  present  value  of  the  insurance,  $381.04, 
s  $23,677  to  be  the  present  reserve,  which  company  A  makes  good 
its  premium.  But  company  B,  receiving  the  six  (p)  per  cent  prem- 
$19,965,  must  supply  $3,712  from  its  capital  or  other  resources  to 

up  its  reserve  on  the  policy  to  $23,677.  But  the  fact  is,  in  the  case 
npany  B,  that  the  actual  net  premium  is  but  $19,965,  and  the  present 

of  the  net  premiums  yet  receivable  ($15,003  x  ip.965)  =$301,332, 
I,  deducted  from  $381.04,  the  present  value  ot  the  insurance,  leaves 
oii8  as  the  necessary  present  reserve.  Toward  this  the  premium  just 
will  contribute  $19,965,  leaving  $59,753  to  be  made  up  from  other 
es.  The  latter  is  the  only  true  four  (4)  per  cent  valuation  of  such 
icy.- 

zompany  with  $1,000,000  capital  could  issue  as  many  policies  as 
are  living  at  the  age  of  forty,  (40,)  by  the  actuaries  table,  78,653,  for 
S  each,  at  a  six  (6)  per  cent  net  premium  of  $68,383  on  each.  The 
>er  cent  reserve  at  the  instant  of  issue  would  be  $81,097  each,  which 
i  require  $12,714  for  each  policy,  or  one  million  dollars  for  all,  to 
y  the  needful  reserve  at  four  per  cent,  valuing  in  the  manner  first 
\  shown,  which  is  the  method  now  practiced  in  state  valuations, 
uing  by  the  true  method,  at  four  per  cent,  a  company  having  a 
>n  dollars  capital  could  provide  a  reserve,  at  the  instant  of  issue,  for 
ime  number  of  policies  as  above,  78,653,  for  the  amount  insured  of 
^212, i^f^,  (instead  of  $3^495)  each,  the  net  annual  six  (6)  per  cent 
ium  being  $4,549.  The  present  value  of  the  insurance  under  each 
|r  would  be  $81,085;  the  present  value  of  the  net' future  premiums 
\  be  ($i5)093x  $4,240)  $64,122,  to  which  add  the  net  premium  just 

$4,449=$63,37i,  which  deducted  from  the  present  value  of  the 
ance,  $81,085,  shows  that  a  deficit  of  $12,714  must  be  filled  from  the 
il  stock.  And  the  entire  million  capital  would  be  absorbed  in  sup- 
g  the  deficit  of  78,653  policies  of  only  $212  j^o  each.  Under  the  first 
n  mode  of  valuation,  the  company  can  assume  more  than  sixtsen 

as  much  insurance  as  it  can  carry  safely  forward  with  its  actual 
iums  on  the  state  assumption  of  four  per  cent  interest.  I  say 
ng  here  as  to  whether  or  not  the  valuation  rate  of  interest  should  be 
ibly  as  low  as  four  per  cent ;  but  if  this  is  the  valuation  rate,  the 
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onlj  correct  method  of  applying  it,  I  repeat,  is  as  last  above  shown, 
namelj,  the  requirement  of  a  present  reserve  equal  to  the  entire  differ- 
ence between  the  four  per  cent  present  value  of  the  insurance,  and  the 
same  value  of  the  actual  n%t  premium  receivable.  The  state  should  either 
applj  correctly  its  interest  assumption,  or  abandon  the  assumption. 

It  may  be  urged  that  the  modes  of  valuation  I  have  recommended,  of 
^ring  the  full  and  correct  mathematical  effect  of  the  valuation  rate  of 
interest— be  that  rate  what  it  may — will  render  the  carrying  out  of  v  ilua- 
tions  so  extensive  as  those  undertaken  by  insurance  departments  imprac- 
ticable, by  reason  of  the  complexity  of  the  entirp  scheme.  This  I  deny, 
and  assert  the  practicability  of  carrying  these  plans  of  valuation  |into 
effect  Further,  however  difficult  and  laborious  the  work  may  be,  it  is 
the  duty  of  the  state  to  have  it  correctly  done,  or  else  forbear  to  under- 
Uke  it. 

6th.  In  conclusion,  upon  this  matter,  I  will  say  that  I  do  not  consider 
it  necessary  that  full  and  detailed  valuations  should  be  made  by  an  insur- 
ance department  of  all  the  policies  of  all  the  companies  reporting  to  it, 
nore^en  of  all  the  companies  of  iU  own  state.  Such  valuations  should 
be  made  annually  by  a  department — and  be  paid  for  by  the  companies — 
in  the  case  of  the  companies  that  may  not  have  valuations  made  annually 
for  their  own  purposes,  and  of  the  companies  valuing  upon  such  assump- 
tions as  will  not  give  a  reserve  equal  to  that  called  for  by  the  legal 
standards,  the  results  of  such  valuatioilR  might  be^  examined  by  the 
department  actuary,  the  character  of  the  work  thoroughly  tested,  and  its 
accuracy,  or  the  want  of  it,  could  be  ascertained  with  all  the  necessary 
degrees  of  certainty  and  exactness.  The  valuations,  verified  and  made 
correct,  could  be  certified  to  by  the  proper  state  officer,  and  his  certificate 
would  be,  I  may  say,  certain  t>  be  warranted  by  the  facts  of  the  case; 
for  the  actuaries  of  the  company  and  of  the  department  would  each 
exercise  the  greatest  care  to  do  his  work  thoroughly.  The  papers  show- 
ing the  computations  made,  in  applying  the  tests  for  determining  the 
accuracy  of  the  work,  by  the  department  would,  of  course,  be  preserved 
in  the  department.  Bach  actuary,  you  may  be  sure,  would  take  the 
greatest  care  to  see  that  he  did  not  **  go  wrong"  in  his  figures. 

7th.  I  do  not  regard  a  net  valuation  as  conclusive  "  test  of  solvency.** 
It  is  a  test  which  may  properly  be  applied  for  the  purpose  of  determining 
whether  a  company  shall  be  allowed  to  continue  *'  to  transact  new 
business;"  but  it  does  not  decide  whether  a  company  should  not  be 
allowed  to  forward  with  its  existing  policies,  and  do  the  best  it  can 
toward  paying  them  in  full  as  they  mature.  It  is,  I  think,  a  great  hard- 
ship to  the  members  of  a  life  company  that  its  dissolution  should  be 
compelled  by  law  whenever  its  reserves  falls  short — by  however  small  a 
sum— of  the  amount  required  by  our  legal  standards.  In  cases  where 
the  technical  deficit  is  not  large,  the  rates  of  premium  adequate,  and  the 
number  of  members  not  fewer  than  fifteen  hundred,  I  think  the  company 
should  be  permitted  to  continue  to  exist — of  course  issuing  no  neW 
policies,  and  cutting  down  expenses  to  the  lowest  rate  possible ;  in  time 
Its  deficit  might  be  wholly  made  up,  so  as  to  enable  the  company  to 
Tesenre  by  the  legal  standard,  and  again  open  its  doors  to  new  entrants. 
But  if  the  deficit  be  so  great  as  that  there  is  no  likelihood  of  its  ever 
being  made  up,  it  does  not  follow  that  the  company  should  be  at  once 
compelled  to  wind  up.  The  question  to  the  present  policyholders 
simply  is,  in  what  form  they  will  bear  their  loss,  whether  by  that  inci- 
dent to  an  immediate  dissolution  of  the  company,  or  by  an  equitable 
reduction  of  the  amounts  insured,  the  comp  \\v  still  going  forward,  and 
giving  to  each  member  present  as  much  insunnce  as  his  present  actual 
reserve,  and  premiums  yet  payable,  will  provide  tor.  Unless  the  condi- 
tion of  the  company  be  absolutely  desperate,  I  think  it  should  be  allowed 
to  continue,  and  fulfill,  as  far  as  it  can,  its  existing  contracts. 
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Mr.  PiLLSBURY,  of  New  Hampshire:  I  was  rather  struck  with  the 
remarks  of  the  gentleman  who  has  just  taken  his  seat;  or,  rather,  his 
allusion  to  the  winding-up  of  companies  that  might  be  found  slightly 
deficient  in  their  net  reserve.  His  suggestion  struck  roe  very  favorably. 
His  proposition  I  understand  to  be,  to  permit  the  company  to  go  on  and 
take  care  of  the  policies  that  tbey  have  in  hand,  if  they  see  fit  so  to  do, 
and  do  the  best  th^y  can  with  them,  but  to  cease  doing  new  business.  I 
hope  that  suggestion  will  be  borne  in  mind  by  the  insolvency  committee. 

Mr.  N.  D.  Morgan,  of  New  York  city,  by  permission  [then 

addressed  the  convention,  as  follows : 

Remarks  of  Mr.  N.  D.  Morgan. 

Mr.  MoAOAN:  Mr.  President  and  ^Grentlemen— I  thank  you  for  the 
opportunity  which  U  afforded  me  for  saying  a  few  words  on  the  points 
which  are  now  before  this  convention. 

If  I  understand  them,  thej^  are:  First,  As  to  the  rate  of  mortality; 
Second,— As  to  the  rate  of  interest;  Third,  The  proposition  made  by 
tiie  gentleman  from  Illinois  (Mr.  Harvey)  in  reference  to  a  test— a  final 
test — of  the  solvency  of  life  insurance  companies,  ^ 

First. — As  to  the  question  of  mortality.  It  set^ms  to  me  that  the  time 
has  come  when  it  would  be  pertinent  for  a  body  like  this,  to  investigate 
the  present  condition  of  vitality  in  this  country. 

A  tneory  tias  oeea  started,  tbat  the  mortality  among  adults  in  the  United 
States  since  the  beginning  of  the  war  of  the  rebellion  had  demanded  of 
life  insurance  companies  a  larger  responsibility  than  ever  before.  The 
effect  of  the  war,  and  its  incidents,  upon  the  nervous  system,  it  is  claimed, 
has  been  enormous.  And  it  seems  to  me,  that  unless  this  convention 
already  has  constituted  a  medical  committee  to  report  upon  this  state  of 
vitality,  it  has  come  short  of  its  work.  I  think  that  there  are  now 
published  statistics  in  reference  to  the  increase  of  nervous  diseases  and 
the  consequent  mortality  from  that  source,  which  are  valuable.  In  the 
great  centres  of  population  data  have  been  coUected  to  show  that  the  mor- 
tality arising  from  nervous  diseases  during  the  last  decade  has,  in  some 
very  large  centres  of  population,  increased  more  than  twofold,  and  in 
some  more  than  fourfold.  I  think  that  the  experience  o^  the  life  insur- 
ance companies  in  regard  to  their  mortality  during  the  last  eight  years 
will  prove  that  the  data  furnished  by  these  statistics,  is  true. 

Again,  outside  of  the  general  mortality  arisins^  from  this  exciting  cause, 
a  life  insurance  company  has  something  else  to  look  after  in  these  times 
of  high  competition,  as  to  their  mortality.  I  believe  that  the  standard  of 
life  of  persons  now  insured,  and  who  have  been  insured  during  the  last 
five  or  eight  years,  is  not  equal  to  the  ordinary  standard  of  vitality  among 
adults.  And  this  state  of  things  must  show,  ere  long,  the  necessity  for  a 
very  large  reserve. 

The  American  Experience  table,  which  has  been  adopted  by  the  state 
of  New  York  and  some  other  states,  's  a  close  approximation  *o  that  of 
the  experience  of  the  Actuaries*  table,  as  the  experience  of  life  insur- 
ance in  London.  This  convention  is  not  in  a  position,  I  take  it,  at  this 
time,  to  change  the  table  as  to  mortality,  but  certainly  they  are  in  a 
position  to  hold  to  that  which  is  safe,  so  far  as  their  knowledge  goes.  If 
the  Actuaries'  table  demands  a  higher  reserve  than  the  American  Experi- 
ence table.  I  think  that  it  is  the  duty  of  this  convention  to  fix  upon  that 
table.  If,  on  the  other  hand,  the  American  table  indicates  the  largest 
kmount  of  safety,  it  is  the  duty  of  this  convention  to  fix  upon  that  table 
as  the  standard 

Touching  the  rate  of  interest,  I  would  remark,  that  ten  or  twelve  years 
ago  an  association  of  the  life  insurance  companies  of  New  York  was 
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formed  and  a  committee  was  appointed  whose  duty  it  was  to  inquire  into 
and  report  upon  the  rate  of  interest  which  should  be  adopted  by  life 
insurance  companies  engaged  in  the  insurance  of  lives  in  the  United 
States.  That  association  was  made  up  of  nearly  all  the  insurance  com- 
panies then  in  existence.  Mr.  Sheppard  Homans  was  made  its  actuary  for 
the  purpose  of  collecting  some  statistics,  and  I  dare  my  he  got  a  valuable 
collection  of  statistics  growing  out  of  his  labors  in  that  direction.  The 
committee  to  whom  was  referred  the  subject  of  interest,  reported  unani- 
mouGly  I'lat  thi  rato  of  four  percent  was  all  that  could  be  relied  upon  for 
the  next  fifty  years,  and  report  was  made  before  the  war,  before  that 
rapid  accumulation  of  capital  by  individuals  which  has  since  occurred. 
A  less  rate  of  interest  is  incident  to  very  laree  accumulation  of  capital  in 
localities,  or  in  the  possession  of  individuals.  When  capital  is  diffused, 
and  each  man  of  the  commonwealth  possesses  a  considerable  share  of  the 
capital  of  the  country,  the  rate  of  interest  is  not  then  affected  by  the 
competition  of  large  sums  of  money  accumulating  in  groups  or  in  single 
accumulations.  This  is  the  experience  of  all  countries  where  money  is 
accumulated  in  large  single  sums  held  and  controlled  by  single  indi- 
viduals or  by  corporations.  They  find  it  extremely  difficult  to  safely 
invest  these  large  accumulations  at  any  considerable  rate  of  interest 
without  taking  some  extraordinary  hazards. 

And  now  in  reference  to  the  relief  which  it  is  proposed  to  afford  to 
these  companies  whose  condition  may  not  be  equal. to  the  standard 
proposed  by  the  amendment  to  the  resolution  made  by  the  gentleman 
from  Illinois  (Mr.  Harvey).  It  is  based  upon  the  principle  of  a  gross 
valuation.  I  agree  entirely  with  Mr.  Harvey,  and  with  the  gentleman 
who  last  addressed  you  (Mr.  Bryant),  in  reference  to  a  proper  system  of 
valuation  of  the  liabilities  of  life  insurance  companies.  But  it  seems  to 
me  that  if  you  pass  this  resolution  without  the  clause  of  Mr.  Harvey's  in  it 
this  convention  stultifies  itself  when  it  fixes  upon  the  net  system  of  valua- 
tion ;  and  yet  to  prove  the  rule  as  a  test  of  the  solvency  of  life  insurance 
companies  you  fall  back  upon  the  gross  system  as  the  better. 

Now  there  are  many  reasons  why  life  insurance  companies  may  not 
have  at  some  time  a  legal  reserve.  For  governmental  purposes,  it 
has  been  claimed  that  the  net  system  of  valuation  is  the  securest 
and  easiest  of  computation  answering  all  the  purposes  of  governmental 
supervision.  I  am  not  prepared  to  deny  the  proposition.  The  gross 
system  I  believe  all  actuaries,  including  Professor  Wright,  will  admit  to 
be  the  system  whereby  an  accurate  estimate  or  an  accurate  measure- 
ment of  the  condition  of  a  life  insurance  company's  state  can  be  obtained. 

I  said  that  there  may  be  causes  why  a  life  insurance  company  mi^ht  at 
a  periodical  valuation  fall  below  the  standard  in  its  assets.  It  may  oe  by 
a  disaster,  or  by  a  continuous  mismanagement  of  the  business  of  the 
company. 

Now  if  thi»  test  of  the  gross  valuation  of  premiums  be  put  upon  it,  and 
it  be  found  that  the  future  premiums  make  the  company  what  it  ought 
to  be,  then  Mr.  President  you  ought  to  permit  the  company  to  go  on ; 
but  on  the  application  of  this  test  of  gross  premiums  you  find  that  there 
is  an  inherent  weakness  growing  out  of  a  deficiency  in  the  annual 
premiums.  Its  premiums  have  been  inadequate  and  its  resources  have 
been  diminishing  from  year  to  year  because  the  obligations  of  the 
policyholders  were  not  so  great  as  the  obligations  of  the  company. 

Mr.  Row :  I  have  noticed  that  some  of  our  members  have  already  left, 
and  others  are  preparing  to  leave.  I  would  therefore  move  that  we 
adjourn  until  to-morrow  morning,  at  half-past  ten  o'clodc. 

The  question  was  put  on  the  motion  of  Mr.  Row ;  and  the 
convention,  at  twenty  minutes  past  three  o'clock,  adjourned. 
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FOURTH   DAY. 


Saturday,   October  21. 

Thb  convention  met  at  half-past  ten  o'clock,  A.  M. 
The  vice-president,  Mr.  Llywelyn  Breese,  of  Wisconsin,  in 
he  chair. 

Mr.  Paine:.!  would  remark,  Mr.  President,  that  we  have  nothing- 
efore  this  convention  in  regard  to  marine  insurance.  During  our  vaca- 
ion  I  had  an  interview  with  the  president  of  a  marine  insurance  office 
T  my  state  and  he,  among  other  things,  suggested,  that  there  was  one 
;reat  defect  in  the  marine  insurance  business,  which  he  wished  I  would 
•ring  before  this  convention  to  see  if  it  could  not  be  cured.  He  caught 
,  man  who  was  insured  in  his  company,  who  had  also  secured  an  insur- 
nce  in  another  company,  and  the  vessel  being  lost,  succeeded  in  collect- 
ng  both  policies,  and  on  examination,  he  found  it  was  quite  a  common 
hing.  A  man  starts,  for  instance,  from  Rockland  and  gets  insured 
here;  then  goes  to  Boston,  then  to  New  York,  then  to  New  Orleans, 
;etting  insured  in  each  place,  and,  taking  a  cargo  of  cotton,  gets  insured 
n  England,  then  sinks  his  vessel  and  collects  all  the  insurances.  As 
lear  as  I  can  find  out  that  hole  has  always  been  in  existence.  It  is  a 
ittle  astonishing  to  my  mind  that  the  insurance  companies  of  the  coun- 
ry  should  not  have  seen  it  and  stopped  it.  The  gentleman  of  whom  I 
poke,  suggested  one  or  two  ways  of  doin^^  it,  but  did  not  approve  of 
ither  of  them.  I  have  worked  it  out  in  this  way  and  I  now  offer  it  in 
he  shape  of  a  resolution  : 

"  Resolved,  That  it  be  recommended  to  the  marine  insurance  com- 
panies to  establish  at  New  York,  or  some  other  convenient  point,  an 
neurance  asency,  or  intelligence  office,  for  the  purpose  of  collecting  and 
►reserving  for  reference,  a  record  of  all  insurances  effected  on  marine 
isks  in  different  parts  of  this  and  other  countries,  in  order  to  detect  and 
^uard  against  attempts  to  defraud  underwriters  by  undisclosed  and 
inauthorized  duplicate  policies  on  the  same  risks." 

What  I  propose  is  this  :  that  there  should  be  opened  an  intelligence,  or 
m  insurance  agency  office,  something  like  the  mercantile  agency,  where 
he  credit  of  the  merchants  of  the  country  are  all  recorded,  and  when  & 
>erson  wishes  to  know  the  credit  of  an  individual  abroad  all  he  has  to  do 
s  to  write  to  the  intelligence  office,  get  his  information  and  pay  his 
lollar  or  five  dollars  for  it.  If  this  course,  which  is  suggested  here,  is 
>ursued,  and  an  intelligence  office  is  kept,  my  suggestion  is  this:  that 
;very  marine  insurance  company  in  the  country,  and  companies  out  of 
he  country,  should  weekly,  monthly,  or  at  stated  times,  report  to  this 
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agencj  all  the  risks  which  they  have  upon  vessels  or  their  cargoes,  not, 
perhaps,  statinf>;  the  exact  amounts,  but  generally  the  risks  ta!ken ;  and 
that  these  should  be  kept  in  a  record  book  of  the  intelligence  office,  so 
that  any  individual  company,  when  he  has  a  loss  reported,  can  write  to 
the  intelligence  office  and  ascertain  if  any  other  insurance  exists  on  the 
same  risk.  If  so,  it  will  be  immediately  found  out,  and  the  man,  of 
course,  will  lose  the  benefit  of  his  fraud.  The  individual  who  thus  applies 
must,  of  course,  be  expected  to  pay  a  fee,  which  fee,  in  the  aggregate, 
will  support  the  office.  I  merely  bring  the  matter  to  the  attention  of  the 
marine  insurance  public  in  order  that  the  proper  remedy  may  be  applied 
to  what  I  regard  as  a  very  great  evil.  I  think  myself  it  will  result  in  a 
great  good,  and  I  have  no  doubt  it  will  be  finally  adopted. 

Mr.  Caldwkll,  of  Indiana :  The  sentiment  expressed  by  the  gentle- 
man from  Maine  TMr.  Paine)  in  his  resolution  is  undoubtedly  good,  but 
I  am  opposed  to  this  convention  undertaking  to  do  too  much.  Frauds 
always  have  been  and,  I  expect,  always  will  be  perpertrated,  not  only 
upon  marine  insurance  policies  but  on  fire  and  life  policies  also.  I  do 
not  know 

Mr.  Gatnbs,  of  Louisiana :  I  mean  no  discourtesy  to  the  gentleman 
but  as  there  was  a  resolution  passed  here  yesterday  that  all  resolutions 
after  being  passed,  shall  be  sent  to  the  appropriate  committees,  I  would 
suggest  that  the  gentleman  is  out  of  order. 

Mr.  Cai^wkll  :  I  was  merely  making  a  preliminary  remark  to  the 
motion. 

The  Pkksii>kvt /ro  i0m :  The  gentleman  from  Louisiana  (Mr.  Gaines) 
is  right.     To  what  committee  shall  the  resolution  be  referred  ? 

Mr.  Gaikes  :  To  the  miscellaneous  committee. 

Mr.  Caldwell  :  I  move  that  it  be  laid  on  the  table. 

The  President  pro  tern :  If  there  is  is  no  objection  this  resolution  will 
be  referred  to  the  committee  on  miscellaneous  matters. 

Mr.  Caldwell  :  Does  the  president  {pro  tem\  mean  to  decide  that  I 
have  no  right  to  make  a  motion  that  it  be  laid  on  the  table.  That  it 
must  imperatively  go  to  that  committee? 

The  President /r<? /*»i:  You  can  make  the  motion.  There  was  no 
motion  before  the  house. 

Mr.  Caldwell  :  I  made  the  motion  that  it  be  laid  on  the  table. 

The  President  fro  tern  :  The  resolution  has  been  referred  now.  , 

Mr.  Miller,  ot  New  York :  The  motion  was  made  but  the  chair  did  not 
hear  it 

Mr.  PiLLSBURY :  The  motion  has  not  be  seconded.  , 

The  President  pro  tern:  As  I  understand  there  is  no  motion  before 
the  house.     What  is  your  further  pleasure,  gentlemen  ? 

Mr.  Miller  :  Mr.  President,  I  suppose  the  regular  order  of  business 
is  the  consideration  of  the  report  of  the  committee  on  valuations.  I  do 
not  intend  at  this  time  to  present  any  views  of  my  own  to  the  conven- 
tion, but  I  merely  wish  to  make  a  statement.  I  hope  that  this  subject 
will  be  discussed  by  every  person  in  the  convention  who  has  views  on 
the  subject,  or  who  has  views  upon  the  questions  involved,  that  those 
views  in  their  minds  and  in  the  minds  of  the  different  members  of  the 
conventioti  may  be  freely  stated.  And  I  wish  particularly,  and  the  prin* 
cipal  object  of  my  rising  at  all  at  this  time  is,  to  state  that  so  far  as  I  am 
concerned,  I  want  it  distinctly  understood  by  everv  member  of  the  con- 
vention, that  I  have  no  personal  pride  or  feeling  involved  in  this  ques- 
tion. I  have  a  delicacy  in  stating  my  views  upon  the  subject  at  this 
point  of  time,  on  account  of  the  committee  having  recommended  that 
which  is  the  New  York  standard  for  valuing  life  policies — th#  Ameri- 
can Experience  table  of  mortality,  and  the  rate  of  interest  at  four  and  a 
half  per  cent.  I  wish  merely  in  addition  to  this  statement,  to  say  that  I 
hope  every  member  of  the  convention  will  be  influenced  oniy  by  reason* 
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which  go  to  the  merits  of  the  question,  and  not  by  personal  reasons  o 
influences.  For  myself,  I  am  yet  open  to  conviction.  I  am  free  tosa 
that  I  have  not  heard  as  mucti  discussion  on  ttiis  subject  as  I  desin 
I  hope  to  hear  more.  Although  some  of  the  members  of  the  conveatio 
expressed  apprehension  lest  we  should  have  too  much  discussion,  thi 
was  and  is  the  least  of  my  fear.  I  say  let  us  open  the  doors  and.iavit 
discussion. 

If  the  members  of  the  convention  are  not  prepared  to  discuss,  let  u 
hear  those  who  have  thought  more,  and  studied  more  a^epiy  on  th 
subject  than  they  have.  We  have  heard  several  eminent  genthmen 
others  are  here  in  the  room  now;  others  in  the  city,  and  for  myow 
part,  I  could  listen  for  hours  with  great  pleasure,  and  I  doubt  not  wit 
prodt  to  the  views  of  these  gentlemen. • 

I  see  a  gentle -nan  here  in  the  room  now  who  is  acknowledged  as  a 
eminent  authority,  who  has  devoted  years  of  time  to  ttiis  subject,  an 
wh  >S3  judj^ment  is  entitled  to  respect,  and  to  whom  we  could  all  listen, 
doubt  not,  with  profit. 

NoNV,  geatlim-*n,  I  only  make  this  explanation  because  one  member  c 
the  convention,  at  least,  called  upon  me  for  view^s.  I  am  not  ready  t 
give  my  views,  gentlemen,  if  I  had  any,  but  only  to  thus  preliminaril 
state  to  you  that  bee  luse  the  co  nmittee  has  reported  N^ew  Y'ork  standarc 
I  desire  rather  to  defer  expressing  my  views;  and  beciuse  I  want  ever 
person  in  this  convention  to  test  this  subject  for  himself,  aad  upon  it 
merits;  and  not  because  New  York  has  taken  one  standard  and  Mas 
sachusetts  another,  t>  express  any  preference  between  stites.  That  iso 
no  earthly  onsequeaee.  Gentlemen,  bear  in  mini  thit  you  hive  her 
the  most  important  question  in  hand  which  any  insurance  convention, o 
any  boJy  of  men  diseassin^  insurance  subjects,  his  ever  handled.  Th 
great  subject  which  lies  at  the  foundation  of  insurance  is  now  under  die 
cussion;  and  if  we  cinnot  arrive  at  conclusions  satisfactory  to  ourselve 
at  this  time,  let  us  take  more  time.  Let  us  not  put  forth  any  result  a 
the  work  of  this  convention  wiiich  will  not  be  satisfactory  to  ever 
member  of  it.  That  is  my  view  of  the  propriety  of  the  occasion  and  o 
the  importance  of  the  subject. 

For  myself,  what  I  want  to  do  is  this.  I  want  to  find  iust  where  th( 
line  of  safety  lies.  I  want  to  find  just  what  standard  of  reserve  is  suffi 
cient  full  and  complete  to  protect  the  public  against  loss  or  danger,  am 
I  don't  want  to  go  a  bit  below  that.  Let  us  have  this  subject  fully  ven 
tilated,  and  let  us  decide  it  upon  its  merits  and  upon  no  other  considers 
tion.  Let  us  turn  a  deaf  ear  to  the  solicitations  of  any  company,  or  thi 
officers  or  agents  of  any  company  which  are  not  founded  upon  reason 
logic  and  facts.  Let  us,  gentlemen,  consult  the  interests  of  everybody 
first,  the  great  insuring  public,  and  then,  equally,  fairly  and  impartially 
not  only  the  great,  but  the  small  and  the  weak  companies— stock,  mutua 
and  all.  And  when  we  shall  have  done  this,  I  think  we  shall  hav< 
arrived  at  a  conclusion  that  will  give  us  all  satisfaction.  At  some  futun 
time,  and  after  hearing  a  more  full  discussion  irom  others,  if  we  cai 
procure  that,  I  shall  be  pleased  to  state  the  conclusions  at  which  I  hav( 
arrived, 

Mr.  Fackler,  for  Tennessee :  I  should  like  to  make  a  few  remarks 
Yesterday  I  tried  to  obtain  some  remarks  from  Mr.  Homans,  knowing 
positively  that  he  had  so:ne  remarks  to  make,  but  a  feeling  of  generositj 
on  his  part  kept  him  from  using  much  of  my  time,  because  he  knew  tha 
I  thousJ;it  of  making  some  remarks  myself.  But  I  can  assure  the  gentle 
men  present,  especially  in  view  of  the  remarks  just  made  by  the  superin 
tendent  of  New  York,  that  they  will  receive  some  very  valuabl 
suggestions,  I  have  no  doubt,  if  some  gentleman  will  give  Mr.  Homani 
time  to  make  the  address. 

It  has  been  asserted  by  some  of  the  gentlemen  who  have  addressed  u 
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that  life  insurance  companies  of  the  past  have  realized  a  rate  of  interest 
onlj  a  little  higher  than  four  or  four  and  a  half  per  cent,  and  it  has  been 
supported  bjr  an  arrajr  of  figures  which  seems  to  give  a  great  deal  of  force 
to  their  arguments.  Now  before  I  show  the  mistake  in  the  ari^ument  on 
which  their  conclusions  are  based,  I  wish  to  ask  how  it  is  that  savings 
banks  which  invest  their  money  at  great  disadvanta^^e,  as  compared  with 
life  insurance  companies,  are  able  to  pay  their  depositors  seven  per  cent, 
while,  on  che  showing  of  these  gentlemen,  the  life  insurance  companies 
only  cam  five  per  cent  Savings  banks  have  to  invent  their  monev,  so  to 
say,  on  call.  At  any  moment  they  may  be  required  to  pay  out  all  their 
auets.  Life  insurance  companies,  on  the  otner  hand,  can  make  long 
investments  which  always  pay  the  highest  rate  of  interest.  As  i*  very 
ablj  remarked  by  the  gentleman  from  Maine  (Mr.  Paine),  who  addressed 
usjrcstcrdav,  investments  give  a  low  rate  of  interest  in  proportion  to  the 
ease  of  conversion,  and  we  know  that  many  of  the  best  insurance  com- 
panies now  invest  almost  entirely  in  bond  and  mortgage,  which  is  not 
Tcrycasy  of  conversion,  simply  because  they  can  realize  a  high  rate  of 
interest  thereon,  while  on  investments  which  gave  a  low  rate  of  interest 
because  they  are  so  easily  convertible,  the  rate  of  interest  is  compara« 
tiTcly  low. 

I  think  that  these  facts  ought  to  shake  the  confidence  of  gentlemen  in 
those  conclusions,  for  certainly  the  management  of  life  insurance  com- 
panies is  very  poor,  if  they  realize  from  two  to  three  per  cent  less  than 
savings  banks.  I  have  analyzed  one  of  the  statements  contained  in  Mr. 
Barnes*  address,  taking  the  first  company,  which  happens  to  be  the 
American  Popular.  Mr.  Barnes  has  included  in  the  assets  several  items 
on  which  the  company  should  not  be  charged  with  the  collecting  of 
interest— interest  being  already  virtually  included,  or  no  interest  being 
required  to  be  collected ;  I  refer  to  deferred  premiums  and  to  a  portion 
of  the  premiums  over-due.  Deferred  premiums,  as  every  practical  insur- 
ance man  knows,  contain  their  interest  in  themselves,  and  when  a  com- 
pany reports  $100,000  of  deferred  premiums  as  in  its  assets  at  the  close 
of  the  year  due  during  the  ensuing  year,  it  is  absurd  to  require  that  that 
company  should  realize  interest  on  those  deferred  premiums  when  there 
it  interest  included  in  them  already.  I  think,  therefore,  that  deferred 
premiums  should  have  been  omitted  from  the  assets  which  that  gentle- 
mtn  has  made  up  with  so  much  care  and  labor. 

Further,  the  premiums  in  the  hands  of  agents  are  largely  composed  of 
items  never  collected.  The  reports  of  life  insurance  companies  are  not 
sent  in  until  about  two  months  after  the  close  of  the  year,  when  a  com- 
pany has  had  time  to  collect  nearly  all  the  premiums  that  ever  will  be 
paid,  and  those  stated  as  overdue  are  generally  premiums  that  never  are 
collected  afterwards,  the  companies  not  liking  to  strike  them  off  because 
the  policies  may  be  restored,  and  then  they  would  have  to  erase  the 
cancellation,  and  there  would  be  trouble  in  other  ways.  But  if  premiums 
are  never  collected,  there  certainly  is  no  interest  due  on  them.  If  the 
premiums  are  paid  some  time  after  they  are  due,  then  there  is  a  loss  of 
some  few  months'  interest,  but  the  charge  that  the  interest  on  the  whole 
amount  is  lost  is  entirely  wrong.  In  the  case  of  the  American  Popular, 
I  hare  found  with  these' assumptions  that  the  interest  actually  realized 
was  something  over  five  and  one-third  per  cent  instead  of  less  than 
four  per  cent  as  Mr.  Barnes  has  argued.  I  have  taken  this  particular 
case  because  it  is  shorter  than  the  others,  and  is  the  first  in  order; 
but  the  same  principles  apply  to  all  the  cases  that  he  has  adduced,  and 
will  bring  up  the  average  interest  realized,  from  one  to  one  and  a  half 
percent 

As  between  the  four  and  four  and  a  half  standards,  the  question  is 
limply  one  of  relative  safety.  There  is  no  more  absolute  safety  in  a  four 
percent  than  in  a  four  and  a  half  standard.    The  question  is,  can  the 


Digitized  by  VjOOQ IC 


6o 

states  agree  on  a  uniform  standard  !  There  are  different  standards  now 
in  use,  and  one  side  has  got  to  yield  for  an  agreement.  Now  which  side 
can  yield  with  the  greatest  ease?  Not  the  states  requiring  a  four 
and  a  half  per  cent  reserve,  for  if  they  raise  their  standard  to  four  per 
cent  suddenly,  man^  of  the  companies  which  have  been  reserving  under 
the  present  laws  will  be  shown  to  be  impaired,  and  will  have  to  stop 
making  dividends  for  some  years — for  one  or  two  years,  at  least.  On  the 
other  hand,  if  the  four  per  cent  states  should  reduce  their  standard  to 
four  and  a  half,  it  would  make  no  necessary  change  in  the  condition  of 
their  companies.  The  commissioner  from  the  state  of  Massachusetts 
assures  us  that  his  state  companies  and  the  insured  prefer  the  four  per 
cent  standard.  That  being  the  case,  the  companies  there  will  continue  to 
reserve  on  the  four  per  cent  just  as  many  companies  do  in  New  York. 
There  is  no  reason  why  the  lowering  of  the  governmental  standard 
should  lower  the  private  standard  of  the  company.  There  are  a  great 
many  things  in  which  the  private  standard  is  far  above  the  governmental 
standard,  and  it  is  very  often  unwise  to  push  the  governmental  standard 
too  high.  It  is  better  to  leave  something  to  private  judgment.  The 
government  must  not  require  too  much. 

Again.  It  is  certainly  clear  that  for  many  years  to  come  the  standard 
at  four  and  a  half  will  be  quite  safe.  If  it  appear  to  be  m^safe  some  ten 
or  twenty  years  hence,  it  will  be  a  very  easv  matter  to  raise  it  gradually 
to  four  per  cent,  or  even  higher,  because  it  is  clearly  possible  that  in- 
terest may  fall  to  three  per  cent,  and  the  four  cent  standard,  «ven,  would 
not  then  be  safe.  ^ 

In  case  it  should  be  the  sense  of  the  convention  that  it  is  best  to  adopt 
the  four  per  cent  standard,  I  wish  to  impress  on  you  the  importance  of 
making  the  change  graduallj^.  I  think  that  a  sudden  decrease  in  the 
rate  would  be  a  breach  of  faith  with  the  companies  now  reserving  on  a 
four  and  a  half  per  cent  basis,  and  would  be  contrary  to  sound  public  policy. 
If  the  rate  is  lowered  there  should  be  a  provision  for  a  gradual  change; 
the  difference  between  the  two  modes  ot  valuation  has  been  shown  to 
be  something  like  eight  per  cent  on  the  total  reserve,  and  the  pro- 
vision should  be  that  at  the  next  valuation  the  four  and  a  half  per  cent 
reserve  should  be  increased  by  about  two  per  cent;  and  that  total  amount 
should  be  the  governmental  requirement  for  that  year.  The  next  year 
four  per  cent  should  be  added  to  the  four  and  one  half  per  cent 
reserve,  and  that  should  be  the  standard  for  that  year;  the  next  year,  six 
per  cent  added  to  the  governmental  standard,  andf  the  following  year  the 
governmental  standard  made  four  per  cent  in  full.  In  that  way  the  change 
may  be  brought  about  without  any  trouble,  and  I  think  that  it  is  certainly 
desirable  to  avoid  disturbance  in  the  condition  of  companies.  Anything 
of  that  kind  injures  public  confidence  in  the  institution. 

I  agree  most  cordially  with  the  remarks  of  Mr.  Bryant  yesterday  in 
regard  to  the  winding  up  of  companies.  I  think  it  is  a  thing  that  never 
should  be  done  if  possible,  as  long  as  a  company  has  over  a  thousand 
members.  It  is  certainly  the  greatest  calamity  that  can  happen  to  the 
persons  insured.  The  company  can  be  carried  on  just  as  well  by 
its  own  officers,  under  proper  governmental  supervision  to  see  that  there 
is  no  peculation  of  the  funds,  and  in  the  course  of  time  the  company  will 
probably  become  entirely  solvent,  under  the  present  rates  of  interest 

I  am  in  favor  of  the  principle  of  gross  valuation  in  some  form  or  other. 
Net  valuation  is  certainly  very  desirable,  and  very  applicable  in  the  great 
majority  of  cases,  but  I  think  that  no  action  should  be  taken  against  any 
company  until  a  gross  valuation  has  been  applied  to  it  in  some  form 
or  other.  While  the  present  rates  are  six  per  cent  and  over,  it  certainly 
seems  absurd  to  wind  up  a  company  on  a  theoretical  assumption  of  onlr 
four  per  cent.  Why  not  take  its  actual  premiums  receivable  less  one-sixth 
for  expenses— provided  that  the  actual  expenses  do  not  exceed  that 
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tmoant,  and  value  them,  together  with  the  sums  insured  at  the  reasonable 
rate  of  six  per  cent.  If  the  company  has  not  the  necessarpr  assets  on 
tbo6e  assumptions  there  is  some  propriety  in  proceedm^  against 
it  But  to  decide  that  a  company  is  insolvent,  when  it  is  merely 
theoretically  so,  on  assumptions  which  possibly  may  never  be 
letlized  within  the  lifetime  of  any  of  us  present,  that,  I  think,  is  wron|^, 
and  legislation  of  that  severity  will  impair  the  confidence  of  the  public  in 
the  necessity  of  any  legislation,  or  the  propriety  of  any  laws  at  all. 

[The  president  in  the  chair.] 

Mr.  Bacon,  of  Mississippi :  I  should  be  very  much  gratified,  sir,  to 
address  the  convention  mjrself,  upon  this  subject,  but  I  feel  entirely 
inctpable  of  enlightening  this  body.  I  therefore  proposed  this  morning 
to  introduce  to  this  body  Hon.  Elizur  fright  in  my  place. 

Permission  having  been  granted,  Mr.  Elizur  Wright,  of  Boston, 

^ke  as  follows : 

Rrmabks  of  Hon.  Elizur  Wright. 

Mr.  President  and  gentlemen :  I  have  expressed  myself  so  often  in 
Tarious  wajrs,  especially  in  print,  on  this  subiect,  that  I  have  very  little 
to  iiy  that  is  new,  or  can  be  new  to  most  of  ^ou.  I  am  very  ready  to 
occupy  your  time  for  a  few  moments  in  referring  to  some  points  of  the 
argument  which  do  not  seem  to  me  to  have  been  dwelt  upon.  Thus  far 
geuerally  the  gfround  has  been  already  well  and  ably  occupied.  Strong 
arguments,  very  strong  arguments  have  been  brought  to  my  view  to 
confirm  the  position  to  which  I  came  a  great  while  ago,  on  this  subject, 
and  I  have  seen  no  reason  to  doubt  that  it  is  the  correct  one.  My  view 
of  what  interest  is  likely  to  be  realized,  does  not  diflFer  from  that  of  the 
most  sanguine  of  our  countrymen.  I  agree  perfectly  with  the  gentleman 
who  addressed  you  a  little  while  ago  (Mr.  Fackler),  that  the  business  of 
a  life  insurance  company  must  be  very  well  managed  financially  if  some- 
thing over  six  per  cent  on  the  assets  that  fairly  belong  to  the  company 
—that  are  fairly  in  a  company  on  policies — is  realized  on.  the  average. 
As  a  matter  of  fact,  I  think  that  six  per  cent  has  generally  been  exceeded. 
What  we  are  after  in  this  matter,  is  the  interest  and  principal  net — not 
principal  and  interest  added.  Then  again,  as  Mr.  Fackler  has  observed, 
there  are  certain  assets  that  are  put  in  to  accommodate  the  valuation, 
to  accommodate  contingent  liabilities  or  supposed  liabilities,  which 
really  are  not  interest-producing,  and  do  not  come  in.  So  that,  I 
think,  after  taking  out  special  cases  of  no  interest,  which  appear  in  the 
figures  of  Mr.  Barnes,  and  making  these  other  corrections,  you  will  find 
practically,  that  the  interest  has  ruled  over  six  per  cent — in  many  cases 
considerably  over.  When  below  that,  it  has  generally  been  when  a  large 
amount  of  premium  on  policies  anpually  in  force,  were  in  the  hands  of 
agents  and  were  uninvested.  A  new  company  already  growing,  has 
alwa/8  a  pretty  large  ratio  of  uninvested  to  invested  assets. 

But,  however  sanguine  I  may  be  in  regard  to  the  actual  interest  to  be 
realized  by  a  well-conducted  company,  I  do  not  think  this  interest — the 
fctual  interest  that  can  be  realized,  is  the  test  of  the  interest  that  should 
oe  assumed.  I  think  that  the  companies,  in  the  ftill  view  of  this,  who  at 
ofst,  at  the  outset,  borrowing  these  high  premiums  from  the  English 
<»mpanies,  preferred  to  have  the  interest  assumption  three  per  cent  were 
<»rrect  for  mutual  companies;  and  if  the  policyholders  themselves 
woroughly  understood  the  nature  of  the  business,  that  a  majority  of 
them  would  vote  for  three  per  cent  rather  than  four  per  cent;  not  that 
four  per  cent  was  unsafe;  not  that  four  and  a  half  per  cent  is  unsafe,  or 
w  unsafe. 


•Digitized  by  CiOOQIC 


There  is  aa  entirely  distinct  consideration  that  comes  in  here  to  decide 
this  question.  Every  policy  of  life  insurance  we  understand,  beyond  a 
year,  consists  really  of  tvro  things,  I  won't  say  the  insurance  which  is 
contracted  to  be  done  under  that  policy,  and  the  self  insurance  which 
results  from  a  reserve;  the  reserve  being  applied  to  the  payment  of  the 
loss  is  always  in  reality  a  self  insurance — that  is  to  say  it  operates  just 
like  the  savings  bank  deposit;  but  only  different  from  a  savings  bank 
deposit  in  this  particular,  that  it  cannot  be  withdrawn  by  the  owner  or 
policyholder  at  will. 

It  is  subject  to  the  condition  of  bearing  a  part  of  the  risk.  The  part  of 
the  risk  which  it  bears  is  constantly  increasing  until  the  last  year  of  the 
term  of  the  polic)r,  which,  in  a  life  policy,  is  assumed  to  be  one  huadred 
under  the  Actuaries  rate  and  ninety-six  under  the  New  Vork  rates— the 
self  insurance  that  last  year  must  be  the  present  value  of  the  sum  insured 
payable  at  the  end  of  the  year.  That  is  to  say,  the  company  runs  no  risk 
that  year — the  insurance  d)ne  last  year — that  one  hundredth  or  ninetj- 
sixth  year,  or  the  hundredih  when  an  endowment  policy  becomes 
payable  at  the  end  of  it  is  zero.  The  C3inpariy  biars  no  risk,  und^r  any 
system,  whatever  be  the  rate  of  interest  assunid.  N"ow  if  you  take  this 
view  of  a  policy,  no  business  man  who  pretends  to  conduct  life  insarancei 
either  profitably  as  a  stock  operation  or  equitably  as  a  mutual  operation, 
can  neglect  this;  whatever  be  the  ruli  of  surreadir  value,  the  company 
has  got  to  distinguish  in  its  own  mini  and  it  ought  to  distinguish  in  its 
books  bitwien  the  risk  which  the  company  bears  and  t  le  risk  which  the 
party  bears.  There  is  no  other  possible  wiy  of  cjnductirig  insurance  on 
level  premiums  than  to  make  a  reserve  at  some  rate,  which  reserve,  how- 
ever low  it  may  be,  or  whatever  may  be  the  small  fraction  th  it  may  be 
of  the  whole  risk  at  the  beginning,  his  g>t  to  equal  it,  at  any  rate  of 
interest  at  the  last.  So  that  a  company  is  placed  between  the  wedges— 
they  are  placed  heads  and  points  on  every  pDlicy;  one  of  them  is  a  series 
of  risks  borne  on  the  policy  by  the  com  >any;  the  other  is  the  series  of 
risks  borne  by  the  party  himself;  and  hi  has  got  to  have  that  common 
deposit;  it  may  be  on  his  note,  or  it  miy  be  a  d;dacti3n  from  the 
amount  assured;  that  is  a  matter  of  book-keeping.  It  is  possible  to  con- 
duct the  business  so  far  as  insurance  is  concerned,  just  as  solidly  on  the 
note  basis  as  on  a'  cash  business,  provided  the  notes  never  exceed  the  fair 
cash  surrender  value  of  the  policy. 

Now,  the  ar 'uments  for  a  high  rule  of  reserve  in  a  mutual  company, 
instead  of  a  low  rule,  may  be  stated  in  this  way.  Every  mutual  company 
is  divided  into  two  halves  in  reality,  whether  we  know  it  or  not.  Of 
course,  we  do  not  know  which  belongs  to  one  party  and  which  belongs  to 
the  other;  but  there  is  a  part  which,  according  to  the  decrees  of  divine 
providence,  as  theologians  used  to  tell  us,  will  die  before  the  other  half- 
one  half  will  die  before  the  other  half;  so  that  the  company  is  really 
divided  nto  two  halves — one  half  will  die  first,  and  the  other  half  wri" 
succeed.  Now,  what  every  person,  who  has  paid  careful  attention  to  this 
subject,  kn  )ws,  is,  that  the  lower  the  ratS  of  interest  assumed,  that  is  to 
say,  the  higher  the  reserve,  the  more  is  contained  in  the  self  insurance  on 
any  policy,  and  the  better  for  those  who  die  last.  Now,  those  who  die 
first  get  the  indemnity  cheap;  it  is  at  the  expense  of  those  who  die  last 
*rhey  stand  in  the  gap,  and  pay  to  all  these  first  claimants,  and,  of  course, 
on  tlte  average,  they  pay  more  to  the  first  half  than  the  first  half  tiem- 
selves.  Therefore,  as  a  matter  of  strict  mithematical  equity,  it  would  be 
better  to  take  the  whole  of  whatever  exceeds  the  actual  cost  of  insurance 
put  in  the  reserve,  or  to  fix  the  premiums  on  an  interest  at  zero,  and 
reserve  upon  expectation  of  life.  That  is  the  highest  mathematical 
equity.  It  is  not  practical  because  men  want  to  see  something  for  their 
money  pretty  soon  ;  but,  if  the  members  of  mutual  companies  could  vote 
intelligently  on  this  subject,  they  would  vote  for  four  per  cent  interest 
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nther  than  four  and  a  half.  Then  again,  there  is  one  additional  argu- 
ment that  the  majority  would  vote  for  four  per  cent  and  a  higher  rule  of 
reserve— because  there  is  more  than  half  of  the  men  insured  in  any  com- 
pinjthat  expect  to  live  beyond  the  mathematical  expectation;  ther 
expect  to  be  in  the  last  half  ;  the  majority  expect  tc,  be  in  the  last  half, 
and,  therefore,  they  would  vote  for  their  interest  and  the  last  half. 

I  referred  at  the  previous  meeting  of  the  convention  to  one  particular 
point  There  is  always  a  fear  when  a  company  grows  old  that  the  life  is 
deteriorating,  and  there  wants  tc  be  some  resource  bebides  the  reserve 
and  the  net  premiums — the  cost  of  insurance — and  that  resource  is  fur- 
nished by  the  reserve  in  proportion  as  the  interest  on  which  it  is  based 
is  low.  The  lower  the  assumptions  the  more  it  will  differ  from  the 
actual  interest,  and  what  it  differs  is  always  applicable  to  pay  the  claims 
ofthejear.  Now  this  great  difficulty  ought  to  be  remedied  aUo  by 
another  thing,  that  all  policies  should  cease  at  a  certain  age,  say  f^eventv- 
five.  No  policy  should  ever  be  in  force  beyond  seventy-five;  it  should  he 
either  a  term  policy  stopping  at  that  age,  or  before,  or  an  endowment 
policy  payable  then,  and  the  whole  life  policy  should  not  get  into  the 
uninsurable  part  of  life — that  part  of  life  which  is  a  rule  has  no  insur- 
able interesU  We  do  not,  and  it  is  contrary  to  common  law — to  British 
statute  at  any  rate — to  ibsue  a  policy  without  an  insurable  interest.  But 
the  British  companies,  and  our  companies  propose  to  do  the  snme  thing, 
in  issuing  a  whole  life  policy  to  carry  on  the  policy  without  an  insurable 
intercbtfor  possibly  twenty  years;  that  is  to  say,  all  that  we  assume  that 
the  party  can  live  beyond  seventy-five  years.  That  is,  twenty-five  years. 
Now  the  safety  of  the  companies — the  avoiding  of  this  difficulty  and  ol 
the  deterioration  of  life,  will  be  effected  by  stopping  the  policies  at 
•eventy-five;  that  would  increase  your  resources.  But  the  main  resource 
against  this,  and  which  gives  strength  to  all  well  managed  mutual  com- 
panies that  reserve  at  a  low  rate  is,  that  whenever  on  a  low  policy  the  life 
become  twice  as  dangerous  as  it  should  be  at  that  age  you  have  twice  the 
money  furnished  in  that  year  to  bear  the  risk.  And  there  is  the  great 
safety  of  the  mutual  system  with  a  large  reserve.  This  reserve  of  the 
company,  if  properly  managed,  costs  nothing  to  the  insured,  because  he 
has  the  full  benefit  of  the  extra  interest.  It  only  costs  a  little  more  at 
first,  and  to  those  who  are  to  die  soon  it  is  a  disadvantage.  But  then  it 
is  to  be  remembered  that  those  who  die  early,  whatever  the^  pay,  if  they 
pay  the  very  highest  premiums,  and  receive  no  surplus  whatever,  they 
get  the  indemnity  for  a  very  small  fraction  of  the  sam^;th.Tt  is,  thev 
ha?c  in  the  com^  any  a  very  small  fraction  of  what  they  have  received, 
and  the  dilTerence  when  they  pay  at  four  and  a  half  and  four  per  cent  in 
the  ratios  of  this  difference  to  the  indemnity  is  so  very  small  a  fraction, 
that  you  could  not  generally  see  it  laid  down  on  paper  with  the  nake«.'  eye. 
Mr.  President,  I  have  exhausted  my  voice,  and  probably  your  patience, 
and  will  retire,  Ijavin-;  this  matter  to  the  advocacy  of  others. 

Mr.  A.  F.  Harvev,  of  Missouri :  I  would  like  to  ask  Professor  Wright 
one  question  if  lie  feels  able  to  talk  a  few  minutes  longer.  The  question 
before  us  consists  of  two  parts — the  rate  of  interest  which  should  be 
M8umec3,  and  the  tabl^  of  mortality.  Now  considering  that  the  professor 
is  one  of  the  best  authorities  in  the  country  on  this  subject,  I  would  like 
to  have  him  to  explain  to  me  the  advantage  of  the  Actuaries'  rate  over 
the  American  rate  of  mortality  on  the  same  rate  of  interest 

Mr.  Wright:  It  would  be  very  difficult  for  me  Mr.  President,  to 
answer  that  question  satisfactorily,  because  it  would  need  a  reference  to 
figures.  For  m^  own  part  I  have  no  particular  preference.  If  the 
American  Experience  had  been  in  the  field  at  the  time  that  it  was  my 
province  to  bclect  for  certain  companies,  a  basis  on  which  to  construct 
tables  for  them,  I  think  I  should  have  preferred  it  to  the  Actuaries'.  The 
reason  which  induced  me  to  take  the  Actuaries'  instead  of  the  Carlisle^ 
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which  had  been  the  favorite  table,  was  that  it  wan  so  much  better  gradu- 
ated, and  this  was  an  advantage  indealingwith  various  kinds  of  policies 
we  got  rid  of  the  anomalies  which  exist  in  the  Carlisle  rate,  which  some- 
times makes  a  man  at  an  old  age  have  to  pay  as  much  for  a  years  policy, 
as  if  he  were  younger,  and  all  through  the  scale  there  are  more  or  less 
anomalies,  which  make  it  very  vexatious  for  an  actuary  to  make  tables 
on  that  rate.  There  are  some  reasons  proposed  why  it  should  be  pre- 
ferred. Any  other  table  existing  was  subject  to  the  same  criticism  at 
that  time.  I  found  in  the  Actuaries'  table  that  it  represented  prettv  fairly, 
the  mortality  to  be  expected  after  throwing  out  the  benefit  of  selection ; 
for  that  was  eliminated  in  that  case  very  much  as  it  was  in  the  case  of 
the  American  Experience ;  that  is  to  say,  it  was  eliminated  as  far  as  it 
was  understood — there  is  not  much  difference  between  the  two  rates  you 
will  see  in  regard  to  one  year's  insurance.  The  little  difference  accumu- 
lates on  some  policies,  and  makes  the  reserve  at  the  outside  on  some 
policies  a  little  lower,  on  some  perhaps  higher,  if  you  adopt  the  same 
rate  of  interest.  It  is  the  rate  of  interest  which  is  debatable.  I  hardly 
consider  the  difference  between  these  two  is  debatable.  There  is  but 
little  to  debate  about,  unless  you  are  provided  with  microscopes.  You 
will  see  that  if  all  the  premiums  and  reserves  were  cast  on  -the  American 
Experience  at  four  per  cent,  that  there  would  be  very  little  difference, 
especially  on  endowment  policies.  So  that  without  regarding  either  as 
an  absolute  expression  of  the  law  of  mortality,  which  cannot  be  had 
until  we  can  grasp  the  infinite  or  the  future  of  the  human  race,,  it  is 
good  enough  to  practice — good  enough  until  you  find  one  better. 

And  one  reason  why  I  hold  on  to  it,  is  that  all  the  more  recent  obser* 
vations  go  to  show  that  the  mortality  assumed  is  high  enough.  That  is, 
the  corrections  are  in  the  reduction  of  the  expected  mortality.  If  it  had 
been  otherwise,  I  think  it  would  have  been  well  enough  to  have  made  a 
change.  But  as  to  the  mortality  in  a  practical  light,  I  do  not  consider 
there  is  a  difference  worth  talking  about;  it  is  only  the  rate  of  interest. 

Mr.  Row,  of  Michigan :  I  understand  we  are  to  adjourn  from  twelve 
to  half-past  one  o'clock.  Immediately  after  the  session  convenes,  I 
should  like  to  invite  Mr.  Goodsell,  of  The  Spectator,  who  has  made 
a  special  study  of  a  branch  of  this  subject,  to  address  us,  reserving  anj 
balance  of  the  time  for  myself  at  a  further  stage  of  the  proceedings. 

The  PRSSIDSNT:  I  do  not  know  that  the  time  of  meeting  was  fixed, 
but  we  must  adjourn  at  this  hour  to  accommodate  the  Board  of  Under- 
writers, who  come  into  this  room. 

Mc  Smith,  of  Kentucky :  I  understood  from  the  record  that  the  Board 
of  Fire  Underwriters  would  require  their  hall  for  about  an  hour  and  a 
half. 

The  Prbsidsnt:  That  was  supposed  to  be  as  long  as  they  would 
want  it. 

Mr.  Smith  :  I  suppose  on  the  adjournment  we  would  have  to  fix  a  time 
for  coming  back  again,  and  when  we  could  presume  that  the  room  was 
not  occupied.  I  would  suggest  that  the  committees  have  a  great  deal  of 
important  work  to  do;  yesterday  we  were  here  very  late,  and  I  met  with 
three  or  four  gentlemen  on  the  committee  of  legislation,  but  they  were 
occupied  on  other  committees,  and  I  felt  at  once  the  propriety  of  their 
suggestion  that  I  had  better  let  them  be  and  not  attempt  to  interfere  with 
committee  work,  the  result  of  which  must  all  come  to  us.  Therefore,  last 
night  the  committee  on  legislation  had  no  meeting,  and  I  went  in  to 
give  any  assistance  that  I  could  to  the  committee  on  assets,  and  on  other 
matters.  These  committees  have  a  great  deal  of  work  to  do,  and  as  it  is 
important  it  should  be  done  carefully  and  well,  and  as  it  will  take  time, 
I  therefore  recommend  or  move  that  when  this  convention  adjourn,  it 
adjourn  to  meet  on  Monday  morning,  to  give  these  committees  time  to  go 
to  work  and  bring  in  something  dcSoite.    I  would  add,  while  I  am  up, 
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that  one  or  two  gentlemen  told  me  this  morning  that  if  this  committee 
could  not  go  on  until  morningf  they  would  not  ask  the  convention  to 
dclaj,  but  have  their  manuscripts  prepared  and  put  in  the  hands  of  the 
printer,  and  would  come  before  and  put  their  papers  in  our  hands.  I 
therefore  think  it  would  really  advance  our  interests  and  facilitate  the 
work  if  we  were  to  adjourn  until  Monday  morning. 

The  President  :  The  hour  of  adjournment  has  arrived,  gentlemen, 
tnd  we  must  give  up  this  room.  *.^^  ^  m  4 

Do  I  understand  the  gentleman  from  Kentucky  (General  Smith)  to 
move  to  adjourn  now  ? 

Mr.  Smith  :  To  adjourn  now. 

The  president  put  the  question  on  the  motion  of  General  Smith 
to  adjourn,  which  was  carried ;  and  the  convention  f adjourned 
uatil  Monday  morning  at  half-past  ten  o'clock. 
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FIFTH  DAY. 


Nbw  York,  October  23,  1871. 

The  convention  was  called  to  order  at  1 1  A.  M. ;  Mr.  Miller, 
the  president,  in  the  chair. 
Mr.  Alfribnd,  of  Virginia,  offered  the  following  resolution: 
Hesolved,  That  the  committee  on  investment  and  assets  be  instructed 
to  inquire  and  report  what  proportion,  if  any,  of  the  capital  of  fire  and 
marine  insurance  companies  should  be  invested  in  stock  notes. 
Mr.  Finch,  of  North  Carolina,  offered  the  following: 
Resolved^  That  a  standing  committee  of  three  be  appointed  bj  the 
president  of  this  convention  to  solicit  and  receive  from  each  life  insurance 
company  in  the  United  States,  in  each  year,  in  future,  a  statement  of 
their  actual  experience  as  regards  interest  and  mortality;  and  that  these 
statistics  of  the  companies  shall  be  compiled  in  such  form  and  under  such 
regulations  as  the  president  may  prescribe,  in  the  archives  of  this  con- 
vention, to  the  end  that  a  combined  experience  table  may  be  formed 
therefrom  after  the  lapse  of  sufficient  time. 

The  resolution  was  referred  to  the  committee  on  valuations. 

Mr.  Clarke,  of  Massachusetts :  Lest  I  may  be  called  away  and  have 
no  other  opportunity,  I  desire,  at  this  point  in  our  discussion  of  the  sub- 
ject which  has  been  before  us  for  two  or  three  days,  to  add  the  following: 
In  my  remarks  the  other  day,  I  referred  incidentally  to  the  American 
Experience  table  as  not  having  been  sufficiently  developed,  in  my  own 
estimation,  to  be  accepted  as  a  permanent  basis  in  the  computation  of 
reserves.  I  take  this  occasion  to  sav  that  I  intended  no  imputation  upon 
the  eminent  authority  of  that  table,  for  whom  I  entertain  the  highest 
respect;  but  I  desire  to  be  understood  as  saying,  and  as  meaning  to  say, 
that  the  Experience  table  is  confined  to  the  experience  of  a  single  com- 
pany and  to  a  limited  number  of  years;  and  that  in  this  view  of  the  case 
it  is  subject,  in  the  estimation  of  many,  and  to  some  degree,  to  the  charge 
of  being  a  hypothetical  computation.  It  seems  to  me  that  the  time  has 
now  come  when  we  could  initiate' some  measures  in  order  to  enable  us  to 
arrive  at  a  permanent  standard  of  mortality,  and  I  desire  to  submit  to 
this  convention  the  proposition  to  which  I  have  referred  in  the  form  of  a 
preamble  and  resolution.     It  is  as  follows : 

WJkereas,  The  collection  and  combination  of  the  actual  experiences  of 
American  life  insurance  companies,  as  illustrating  and  establishing  the 
law  of  mortality  amongst  insured  lives  within  their  own  field  of  opera- 
tions, has  now  become  eminently  desirable  and  important:  therefore, 
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Resoiv€il,  That  this  convention  appoint  a  committee  to  report  the 
names  of         state  insurance  officials,  and        actuaries  and  managers  of 
lite  insurance  companies,  who  shall  constitute  a  joint  special  commis- 
sion to  assist  in  the  collection  of  the  required  data,  and  to  compile  there- 
from an  extended  and  complete  American  Experience  table  of  mortality. 
Mr.  President,  In  presenting  this  proposition  I  take  into  account  the 
great  labor  involved  within  its  scope.      I  also  take  into  consideration  the 
fact  that  it  has  already  been  brought  to  our  attention  that  the  ratio  of 
mortalitj  has  doubled  in  America  within  the  last  decade,  and  in  the  year 
1S70  alone  I  find  that  more  than  six  thousand  policies  were  terminated 
by  death,    covering  an  amount  of  insurance  of  nearly  twenty  million 
dollars — four  millions  in  excess  of  1869 — showing  a  ratio  of  twenty  per 
cent  increase  in  the  number  of  claims  and  ten  per  cent  in  the  amount  of 
loss  :jver  18^)9.     Such  a  development  as  this  proves  conclusively  that  the 
ratio  of  mortality  in  this  country  is  undergoing,   and  has  been  under- 
going, a  very  rapiw!  change.      And  now,  while,  as  we  all  know,  the  new 
English  table  of  experience  is  confirmatory  of  the  first,  or  old.  Actuaries* 
table,  I  doubt  very  hiuch  whether  a  table  of  American  experience,  based 
open  results  now  accruing  in  connection  with  those  which  have  accrued 
during  the  last  quarter  of  a  century,  will  conform  to  these  two  English 
tables.    And  I  desire,  therefore,  to  introduce  at  this  early  stage  in  the 
history  of  this  convention — for  I  assume  that  it  has  resolved  itself  into  a 
permanent  organization — I  desire,  I  say,  thus  early  in  the  history  of  the 
convention,  to  initiate  this  measure.     It  involves  a  work  of  years,  and 
before  the  commission,  if  it  shall  be  appointed,  shall  have  time  to  com- 
plete its  service,  with  the  aid  of  the  managers  of  the  insurance  companies, 
American  experience  will  cover  some  thirty  years,  and  the  table  may 
embrace  the  experience  of  a  quarter  of  a  century.     And,  sympathizing 
with  the  expression  of  our  friend  from  Maine  when  he  stated  his  prefer- 
ence for  American  figures  and  American  tables,  I  do  feel  that  we  shall  be 
justified  in  adoptinsT  &uch  a  measure  as  that  which  I  have  proposed.   The 
period  embraced  within  its  scope  is  certainly  one  of  the  most  eventful  in 
the  experience  of  life  insurance  known  in  the  history  of  the  world. 
With  these  words  I  beg  to  offer  the  proposition. 

Mr.  Paine,  of  Maine :  I  move  that  the  motion  of  the  gentleman  be 
referred  to  the  committee  on  mortality. 
The  Prbsibbmt  :  The  resolution  I  think  is  for  a  special  committee. 
Mr.  Harvey,  of  Missouri :  On  page  92  of  our  proceedings  of  the  spring 
Mssion  is  the  following: 

''Resolved,  That  a  committee  be  appointed  to  obtain  the  mortality 
statistics  and  experience  of  American  life  insurance  companies  so  far  as 
practicable,  and  that  the  companies  be  requested  to  furnish  said  com- 
•iiiee  with  the  information  desired." 
And  on  page  131 : 

y  Resolved  XhvX  the  various  life  insurance  companies  be  requested  to  fur- 
nish the  committee  on  valuations  such  information  and  statistics  relative 
to  their  mortality  experience  as  may  be  desired,  to  enable  the  committee 
to  recommend  the  mortality  table  which  should  be  adopted  as  a  uniform 
•tandard  for  the  valuation  of  life  insurance  policies  in  the  several  states." 
The  President  :  The  passage  that  the  gentleman  has  read  shows  that 
tbc  subject  was  referred  to  the  committee  on  valuation^. 

Mr.  Harvey,  of  Missouri :  Yes,  and  the  resolution  was  adopted,  and  it 
•trikes  me  that  this  proposition  interferes  with  that  resolution  because  it 
is  already  provided  for. 

Mr.  Finch,  of  North  Carolina :  The  difference  between  the  two  proposi- 
tions I*,  that  the  resolutions  of  the  honorable  gentleman  from  Massa- 
*i*^^^*  propose  a  permanent  committee  on  the  subject. 

The  President  :  The  resolution  of  Mr.  Clark  looks  to  the  appointment 
wa  special  commission  upon  this  subject.    As  the  chair  understands  the 


Digitized  by 


Google 


68 

matter,  the  committee  upon  valuations  have  not  made  any  report 
upon  this  subject,  and  thej  do  not  report  that  they  have  taken  any  steps 
in  the  matter.  The  question  now  before  you,  gentlemen,  is  what  dis- 
ppsition  will  you  make  of  this  resolution. 

Mr.  Clarke,  of  Massachusetts :  Mr.  President,  I  was  not  aware  of  the 
appointment  of  the  committee  referred  to,  and  I  see  no  reason  why  there 
should  be  any  collision.  It  seems  to  me  of  the  highest  importance  that 
a  subject  of  this  nature  should  be  referred  to  a  special  commission,  and  I 
move  that  the  resolution  lie  on  the  table,  and  that  a  committee  be 
appointed  to  report  the  names  of  those  who  shall  constititute  the  com- 
mission.  If  this  is  done,  the  statistics  which  shall  be  gathered  by  the 
committee  on  valuations,  when  reported  to  the  convention,  may  be 
referred  to  the  special  commission. 

Mr.  Smith,  ot  Kentucky :  Mr.  President,  the  committee  on  valuations 
reported,  in  reference  to  this  subject,  that  they  had  not  the  time,  nor  did 
they  think  that  at  present  the  American  experience  of  insurance  compa- 
nies was  sufficient  for  us  to  definitely  make  up  these  changes  in  the 
present  American  experience  that  time  would  probi^bly  indicate.  And  I 
respectfully  call  the  attention  of  the  president,  and  of  this  convention,  to 
the  fact  that  when  this  report  was  submitted  I  requested  that  the  com- 
mittee should  be  discharged.  A  designated  duty  was  assigned  to  us,  to 
make  a  report,  and  we  did  it.  It  was  a  lazy  one,  and  whatever  else  it 
may  be  it  is  not  for  me  to  say,  and  we  were  discharged,  and  your  official 
record  of  our  proceedings  will  show  it.  I  hope  that  the  motion  of  Mr. 
Clarke  will  prevail,  and  the  fact  that  I  was  once  on  the  committee  on 
valuations  shall  not  interfere.  Let  it  take  tlie  direction  that  he  now  indi- 
cates ;  I  thinli  it  is  the  right  one  for  it  to  take.  And,  as  I  am  at  present 
conscious  that  I  am  overloaded  with  work  r.s  the  chairman  of  the  com- 
mittee on  legisVition,  I  hope  that  the  recorded  decision  of  this  convention, 
that  the  commiiteo  was  discharged  when  the  report  was  received,  will  be 
adhered  to  and  liot  changed. 

Mr.  Clarks,  of  Massachusetts:  A  single  suggestion.  It  will  be  con- 
sidered by  the  members  of  the  convention  that  the  work  of  the  special 
committee  referred  to,  will  be  a  s:rvlce  of  some  years — certainly  three  or 
four  and  possiblv  five — ::nd  hence  it  becomes  of  more  importance  that  it 
should  be  special  committee. 

The  president  then  put  the  question  upon  the  resolution  of  Mr. 

Clarke,  and  it  was  carried  unanimously. 

The  President  :  The  resolution  says  that  it  shall  be  appointed  by  the 
convention.     Will  the  convention  now  take  action  upon  it? 

Mr.  Smith,  of  Kentucky :  I  move  that  the  chair  appoint  the  committee. 

The  President  :  I  prefer  that  the  convention  should  take  that  respon- 
sibility. 

Mr.  Williams,  of  Ohio :  I  think  the  blanks  of  the  resolution  ought  to 
have  been  filled  before  it  was  passed. 

The  Presiden***  *  Thev  can  be  filled  now  by  the  action  of  the  con- 
tention. 

Mr.  Clarke,  of  Massachusetts :  I  will  state,  Mr.  President,  that  I  left 
that  question  open  for  th=  con&Ueration  of  the  committee  when  appointed. 
The  resolve  provides  for  a  blank  number  of  state  officials  and  a  blank 
number  of  actuaries  and  managers.  My  idea  in  leaving  the  blanks  was 
that  the  committee  when  appointed  would  take  the  whole  subject 
into  consideration  and  determine  as  to  the  number.  It  is  of  coursey 
competent  for  the  convention  to  determine  the  number  of  officials. 

The  President  :  The  convention  will  now  name  that  committee.  The 
number  of  the  committee  is  not  stated  in  the  resolution. 
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Mr.  Gadtbs,  of  Lonisiana :  Mr.  Chairman,  I  more  as  an  amendment 

that  the  chair  appoint  that  committee. 
Mr.  Clarke,  of  Massachusetts  :  I  accept  that  amendment 

The  President  :  If  there  is  no  objection,  it  will  be  considered 

tiiat  the  resolution  is  amended  to  that  effect. 

Mr.  Row,  of  Michigan  :  I  desire  to  offer  the  following  resolution : 
Resolved^  That  whenever  the  aff'airs  of  an^  insurance  compnny  shall 
be  in  a  condition  to  demand  a  suspension  of  its  business,  and  measures 
have  been  taken  hjr  the  officer  having  charge  of  insurance  in  the  state 
wherein  such  company  is  organized,  to  wind  up  its  aff'airs,  it  then  becomes 
theimmediateduty  of  such  supervising  officer  to  notify  the  proper  official 
in  each  state  in  which  said  company  may  have  received  authority  for  the 
current  year,  of  the  action  taken,  and  the  reasons  therefor. 

Mjr  reason,  Mr.  President,  for  introducing  this  is  probably  apparent  It 
isinorder  to  enable  the  officers  of  the  different  states  to  perfect  their  records 
and  to  have  on  hand  such  information  in  regard  to  the  companies  that  are 
wodnd  up,  as  will  enable  them  to  give  the  proper  information  to  the 
people,  and  also  to  prevent  the  action  of  unscrupulous  agents  who  miffht 
desire  to  continue  the  business  of  the  company  after  it  had  ceased  to 
exist 

The  resolution  was  referred  to  the  committee  on  legislation. 

Mr.  Painb,  of  Maine :  I  would  call  up  the  by-laws  and  rules  of  organisa- 
tion and  ask  to  have  them  adopted.  Before  the  motion  is  put,  however, 
I  wish  simply  to  remark,  inasmuch  as  I  find  that  there  is  a  little  mis- 
understanding in  reference  to  one  subject  of  our  report,  and  that  is  as  to 
expenses — the  pertinent  criticism  which  is  contained  in  The  Monitor  this 
morning  suggesting  a  query  and  explanation.  It  is  a  very  proper 
criticism,  and  it  has  called  for  this  remark.  The  query  is,  whether  we  can 
get  our  printing  done  for  nothings  I  wish  to  sav  in  reference  to  that  point 
that  we  do  not  expect  that  the  press  will  do  the  printing  for  this  con- 
vention. We  do  not  propose,  as  a  body,  to  have  any  printing  done, 
except  what  the  papers  do  voluntarily,  putting  ourselves,  for  instance*  in 
the  position  of  a  political  convention,  where  everything  is  printed,  but 
nobody  ever  pays  anything;  as  done  in  missionary  meetings  and  agri- 
cultural meetings — all  the  printing  is  done  for  nothing,  and  the  papers 
are  glad  to  get  it.  But  what  is  more  pertinent  than  anything  else  is  the 
course  the  insurance  press  have  pursued  towards  us  all  through.  Everj 
insurance  paper  in  the  United  States  has  published  a  full  and  a  very  fair 
report  of  our  proceedings  and  given  us  a  great  deal  of  credit,  and  all 
without  pay.  Now,  what  I  propose  is  this :  That  this  convention  meet 
auain.  and  if  anybody  sees  fit  to  print  our  proceedings,  be  it  so.  The 
interest  which  the  subscribers  of  every  insurance  paper  in  the  country 
shows  is  so  great,  that  every  paper  will  not  onljr  be  willing  to  print  our 
reports,  but  they  will  do  it  gladly;  and  they  will  seek  it  as  a  matter  of 
information  for  their  subscribers,  of  intense  interest,  In  order  to  give 
their  papers  circulation.    They  could  not  publish  anything  better. 

I  do  not  propose,  and  do  not  suppose  that  we  are  going  to  have  all  these 
things  printed  for  nothing ;  but  I  say  we  propose  to  meet  just  as  the 
proper  owners  of  this  room  meet  every  week  or  fortnight,  and  the  insiu> 
ance  papers  will  gfive  publicity  to  our  proceedings. 

And  now  with  reference  to  the  explanation.  I  suppose  that  a  secre* 
tarv's  duties  can  be  performed  at  our  convention  as  cheaply  and  with 
»8  little  expense  as  the  secretary  of  a  political  caucus — a  great  deal  more 
cheaply  than  the  duties  of  the  secretary  of  the  United  States  political 
conventions.  We  can  have  a  secretary  of  our  own,  not  to  perform  the 
vduous  and  faithful  duties  that  our  secretary  has  been  performing  for 
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the  last  five  or  six  months,  but  all  the  duties  that  a  secretary  neec 
perform — that  is,  to  keep  our  proceedings,  write  down  our  votes 
keep  them  in  a  volume  for  perpetuation.  If  I  were  suitably  situated 
appointed  for  the  purpose,  I  should  be  very  willing  to  accept  of  the  p 
tion  and  do  all  the  work  for  nothing.  I  have  done  a  great  deal  n 
arduous  work  than  that  for  nothing.  I  think  we  can  get  secretaries  ^ 
would  do  it.  At  all  events  if  we  cannot,  it  does  not  stand  in  the  wa 
such  a  great  object  as  we  have  in  view.  With  these  remarks  I  renew 
motion  that  we  now  adopt  the  constitution  and  rules  as  now  publish 

Mr.  Smith,  of  Kentucky:  I  call  for  another  reading  of  the  by-laws 
constitution.  I  have  been  engaged  on  other  matters,  and  I  do 
understand  the  subject.  Mr.  Paine  has  said  certain  things  in  r 
tion  to  the  secretaryship.  I  certainly  do  not  care  for  the  place,  ai 
want  it  understood  distinctly  that  that  duty  is  not  to  be  put  upon  me. 

Mr.  Paine,  of  Maine:  There  is  nothing  said  in  the  constitution  or 
laws  in  reference  to  it. 

Mr.  Smith,  of  Kentucky :  There  ought  to  be.    We  never  would  1 

f}t  as  far  as  we  have  now  if  we  had  not  had  a  very  efficient  secret 
have  seen  the  time  when,  but  for  him,  this  convention  could  have  I 
entangled  beyond  redemption.  There  is  a  vast  deal  of  labor,  ar 
requires  special' qualifications  in  our  secretary,  and  my  opinion  is 
we  have  now  got  the  proper  man.  I  have  seen  the  proof  of  it  in 
room,  and  in  the  correspondence.  But  if  we  have  not  got  him,  we  01 
to  have  one.^ 

Mr,  Pa  INK,  of  Maine :  The  question  is  whether  we  can  afford  it. 

The  Secretary  then  read  the  constitution  as  follows : 

A  voluntary  association,  by  the  name  of  the  National  Insurance  < 
▼ention,  is  hereby  formed,  composed  of  the  several  officers  having  ch 
of  the  insurance  departments  of  their  respective  states  and  territorie 
persons  deputed  by  them  respectively,  for  the  purpose  of  mutual 
sultation  on  matters  pertaining  to  their  general  superintendency. 
states  and  territories  where  no  such  department  exists,  the  gove 
shall  have  the  right  to  appoint  a  member. 

First.  The  officers  of  the  association  consist  of  a  president,  ' 
president,  secretary,  and  executive  committee  of  three,  of  which 
president  shall  be  one  and  its  chairman;  all  which  officers  to  be  ch 
by  ballot  at  the  annual  meeting,  and  hold  office  until  others 
elected. 

Second,  The  duties  of  the  president,  vice-president,  and  secretary 
such  as  ordinarily  devolve  upon  those  officers  in  similar  associati 
The  executive  committee  have  the  general  oversight  and  direction  o 
affairs  not  within  the  province  of  the  other  officers. 

Third,  The  annual  meeting  of  the  association  is  held  on  the  t 
Wednesday  of  May,  at  such  a  place  as  the  executive  committee  appo 
notice  whereof  is  given  to  each  member  seasonably  by  the  secrelar) 
mail.  The  association  may,  however,  by  vote  at  any  meeting,  fix 
time  or  place  of  its  next  meeting,  in  which  case  notice  from  the  secre 
is  waived. 

Fourth,  The  general  rules  for  the  government  of  the  association  a 
meetings  are  those  ordinarily  adopted  by  deliberative  assemblies,  < 
state,  territory,  and  district  having  one  vote. 

Fifth,  Whenever  the  president  ceases  to  be  a  member,  the  vice-pi 
dent  takes  his  place,  and  becomes  a  member  of  the  executive  commit 
and  when  both  ceases  to  be  members,  the  next  in  order  of  the  execu 
committee  becomes  its  chairman,  the  remaining  member  or  memi 
having  all  the  powers  of  the  committee  until  the  vacancies  are  fil 
And  in  case  all  the  members  of  the  executive  committee  cease  tc 
members  of  the  association,  the  secretary  fixes  the  place  of  meeting. 
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Shiik.  These  rules  may  be  Amended  or  annulled  and  new  ones  adofrtad 
tt  tnj  meetmg  of  the  association. 

Mr.  Row,  of  Michigan :  Do  I  understand  the  motion  to  be  for  the 
adoption  of  the  constitution  at  this  time  ? 

Mr.  Painb,  of  Maine :    Yes. 

Mr.  Row«  ot  Michigan  :  For  my  own  part*  I  have  doubts  whether  it  is 
be«t  at  this  stage  of  our  proceedings  to  adopt  this  constitution  or  any 
other  one.  It  strikes  me  that  it  should  be  almost  the  last  thing  we  do. 
Wc  have  yet  to  see  how  successful  this  convention  will  be  before  we  make 
arrangements  for  any  future  conventions.  For  my  own  part,  I  favor  a 
national  insurance  convention;  but  it  strikes  me  that  this  subject  ou^ht 
to  be  well  matured,  and  that  there  is  no  present  necessity  for  its  being 
adopted  at  this  time. 

Mr.  Bressk.  of  Wisconsin :  It  seems  to  me  that  we  had  better  defer 
this  matter.  We  have  met  this  morning  to  receive  the  reports  of  com- 
mittees, and  when  we  get  through  with  that,  it  seems  to  me  that  we  ought 
to  take  up  the  regular  order  of  business,  which  is  the  consideration  of  the 
report  of  the  committee  on  valuations;  and  bringing  in  other  matters  to 
be  considered  in  this  way  we  are  liable  to  mix  things  up.  Xnd  I  hardly 
think  we  are  prepared  to  act  intelligently.  We  did  not  expect  it,  and  we 
oaght  to  take  it  up  as  a  special  order  of  business  in  order  that  we  can 
be  prepared  to  act  intelligently. 

Mr.  Painb,  of  Maine :  The  special  order  of  business  this  morning,  I 
believe,  is  the  reports  of  your  committees,  and  as  this  is  one  of  the 
reports,  I  suppose  it  is  in  order.  I  offer  it  now,  because  it  is  a  matter 
referred  to  a  committee  of  which  I  was  chairman,  and  it  was  somewhat 
under  my  care.  I  do  not  expect  to  be  here  at  another  session  of  the 
convention,  and,  therefore,  I  bring  it  up  this  morning. 

There  are  one  or  two  other  matters  that  I  did  not  like  to  leave,  and  for 
that  reason  I  have  oflfered  it.  I  have  no  particular  desire  to  press  it  if 
some  one* will  take  my  place  as  chairman  of  the  committee,  and  see  that 
it  is  attended  to. 

Mr.  Br£ESB,  of  Wisconsin:  If  the  gentleman  has  no  objection,  I  will 
move  that  the  question  be  laid  on  the  table. 

Mr.  Paine,  of  Maine :  I  have  no  objection. 

The  motion  of  Mr.  Breese  was  then  put  and  carried. 

The  chairman  announced  that  the  reports  of  committees  were 

m  order. 

Mr.  Breess,  of  Wisconsin  :  Your  committee  on  taxes,  fees  and 
deposits,  at  the  May  session  made  a  report,  which  will  be  found  on  pases 
8S  and  89  of  the  printed  proceedings.  The  subject  was  recommitted  to 
Bit  and  we  make  the  following  additional  report : 

Supplemental  Report.  Committee  on  Taxes,  etc. 

Your  committee,  to  whom  was  recommitted  the  subjects  of  taxes,  feet 
and  deposits,  beg  leave  to  substitute  the  following  recommendation  for 
that  part  of  the  report  of  the  majority  found  on  pages  88  and  89  of  the 
printed  proceedings  of  the  May  session  of  this  convention  relating  to 
Uxation : 

raje€5.— That  in  the  matter  of  taxation,  as  in  other  matters  connected 
•iih  insurance,  we  believe  in  full  uniformity  and  reciprocity  between  the 
different  states ;  therefore,  while  we  recommend  that  every  state  be  left 
to  regulate  the  taxation  of  its  own  companies,  your  committee  would 
iufgest  that  a  tax  of  two  per  centum  of  the  gross  premiums  received 
by  every  insurance  company  in  every  state  for  the  year  next  pre- 
ceding the  date  of  its    annual  statement,  after    deducting  from  such 
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>remium  the  amonnt  actually  paid  policjholders  for  lotsea  therein  during 
he  same  period,  should  be  charged  in  everj  state,  except  in  the  state 
^here  it  is  organized ;  to  be  in  lieu  of  all  other  taxes. 

L.  Brbbsb,  Chairman, 

Mr.  Brsbsb  :  The  only  difference  is  that  they  be  allowed  to  deduct  the 
imount  actually  paid  to  the  policyholders  from  the  gross  premiums  of  a 
>articular  state.  As  this  report  is  not  to  be  taken  up  this  morning  I 
vill  only  submit  the  substitute. 

The  President  :  Is  any  other  committee  ready  to  report? 

Mr.  Row,  of  Michigan :  The  chairman  of  the  committee  on  blanks  is 
mavoidably  absent  and  we  ask  to  be  allowed  to  report  to-morrow. 

The  I^BSiDENT :  Unless  there  is  objection,  that  course  will  be  taken. 
[s  any  other  committee  ready  to  report  ? 

Mr.  Gaines,  of  Louisiana:  The  committee  on  miscellaneous  subjects 
8  ready  to  report.  I  beg  leave  to  state  that  I  saw  Mr.  Skeels  on  Saturday 
md  I  have  not  seen  him  since  that  time.     He  has  not  sent  a  report,  and 

have  no  evidence  of  his  co-operation  with  the  two  members  of  the  com- 
mttee  who  make  it 

The  report  is  as  follows  : 

Report  of  Committee  of  Miscellaneous  Subjects. 

Your  committee  on  miscellaneous  subjects  beg  h^e  to  re-affirm  their 
-eport  to  the  last  session  of  the  convention,  and  to  make  that  part  of  their 
>resent  report 

Yourcommitee  recommend  that  the  subject  of  "Forced  Investments* 
>e  added  to  those  for  the  consideration  of  committee  No.  4,  being  closely 
illied  to  them. 

Your  committee  have  the  nonor  to  report  upon  subjects  specially 
-eferred  to  them  under  the  rules  as  follows,  in  the  order  referred : 

By  Mr.  Paine  of  Maine :  That  in  the  opinion  of  the  convention,  tvtxj 
lonest  effort  to  provide  for  one's  family  by  means  of  a  policy  of  lite 
insurance  should  be  encouraged ;  and  that  the  secretary  of  the  convention 
>e  instructed  to  memorialize  congress,  in  its  name,  so  to  amend  the 
bankrupt  law  as  to  exempt  all  such  policies  from  its  provisions. 

It  is  not  deemed  expedient  to  invoke  national  legislation  upon  subjects 
>f  insurance  for  the  following  reasons : 

ist  Its  application  would  tend  to  embarrass,  and  to  impede  inter-state 
egislation. 

2nd.  It  is  perfectly  competent  and  feasible,  in  the  opinion  of  your  qom* 
nittee,  for  states  to  so  legislate  as  to  secure  the  objects  contemplated,  in 
neasure  adjusted  to  the  wants  and  necessities  of  their  citizens  respec- 
:ively. 

3rd.  Several  states  have  already  legislated  upon  this  general  subject, 
he  de^ees  and  manner  of  protection  to  life  policies  having  a  wide 
'ange,  illustrating  the  impracticability  of  arbitrary  adjustment. 

4th.  Your  committee  do  not  construe  the  authority  of  the  representa- 
tives of  the  states  in  this  convention,  under  the  most  liberal  interpreta- 
tion, to  justify  them  in  memorializing  congress  upon  any  subject 

While  your  committee  commend  the  purposes  of  legislation  oy  ik$ 
states,  to  the  limited  protection  of  life  policies,  they  are  of  opinion 
that  this  resolution,  as  applicable  to  state  legislation,  takes  too  wide 
A  range,  and  thatlthe  proposed  protection  would  tend  to  convert  into 
\  highway  for  unrestrained  fraud  what  was  intended  to  be  a  safe  chan- 
nel for  frugality  and  paternal  provision.  Safe  provision  aeainst 
:ontingent  reverses,  for  those  who  are  dependent  upon  us,  and  who 
Are  to  come  after  us,  fulfills  the  first  and  highest  natural  law,  while  it 
promotes  the  general  competency  and  the  public  good. 
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The  fluctuations  in  indiyidual  fortune  must  be  unusual,  and  Its  le- 
Terses  radical  to  either  promote  or  impair  individual  abilitj  to  meet  the 
prenyura  upon  a  policy  of  life  insurance,  adequate  to  the  average  neces- 
sities of  an  average  family.  It  is  not  so  with  those  forms  of  polic/ 
which  require  expensive  premium,  graduated  rather  by  prospective 
arailibility  to  the  insured,  than  b^  prospective  and  necesbary  benefits  to 
the  widow  and  the  orphan ;  or  with  policies  for  large  amounts,  taken  as 
an  investment  of  superabundant  ready  funds,  in  personal  expectation  of 
life.  Your  committee  are  of  opinion  that  legislative  protection  should 
deal  rather  with  the  amounts  of  policies,  than  with  the  rate  or  amount  of 
premium,  for  reasons  which  do  not  require  to  be  suggested  to  this  well- 
inforaied  body ;  and  they  beg  leave  to  recommend  ten  thousand  dollars  as 
maximum  amount  which  it  it  is  necessary  and  prudent  to  protect,  and  that 
protection  to  that  amount  embrace  every  form  of  policy,  without  refer- 
ence  or  regard  to  amount  of  premium,  or  by  whom  paid.  And  it  is  the 
opinion  and  recommendation  of  your  committee,  that  this  protection  be 
given  to  such  policies  only,  as  shall  in  the  future  be  issued,  originally, 
for  the  benefit  of  the  wife,  or  of  the  children  of  the  insured,  or  of  both ; 
and  that,  in  all  cases,  to  avail  of  this  protection,  the  beneficiary,  or 
beneficiaries,  shall  be  the  applicant  or  applicants  for  the  policy,  a  mother 
or  lather  to  be  declared  to  be  for  this  purpose  the  natural  guardian. 
It  is  recomnoended  that  the  face  of  the  policy  be  taken  as  the  standard  of 
value  to  the  beneficiary,  and  not  the  amount  paid,  or  to  be  paid,  by  a 
company  after  deducting  counter  claims. 

It  is  further  recommended  that  the  first  named  beneficiary  under  a 
policy  so  protected,  shall  have  the  election  of  the  particular  policy  or 
policies  to  be  taken  for  the  joint  benefit  of  all  the  beneficiaries,  out  of 
the  number  of  policies  in  force,  to  make  up  the  maximum  limit,  and  the 
the  remainder  of  a'l  the  insurance  upon  the  husband,  father  or  mother, 
shall  run  into  the  estate  of  such  husband,  father  or  mother. 

Bj  Mr.  Paine,  of  Maine.  ^^ Resolved,  That  it  be  recommended  to  the 
marine  insurance  cpmpanies  to  establish  at  New  York,  or  some  other  con- 
venient point,  an  insurance  agency  or  intelligence  office  for  the  purpose  of 
collecting  and  preserving  for  reference  a  record  of  insurance  effected  on 
marine  risks  in  different  parts  of  this  and  other  countries,  in  order  to 
detect  or  guard  against  attempts  to  defraud  underwriters  by  undisclosed 
tnd  unauthorized  duplicate  policies  on  the  same  risks.** 

Your  committee  are  of  opinion  that  the  subject  of  this  resolution  is  one 
rather  for  the  consideration  and  action  of  individual  companies,  than  for 
diKussion  by  this  convention,  and  that  this  resolution  requires  no  further 
action. 

The  lollowing  is  aubmitted  for  the  consideration  of  the  convention. 

Resolved,  That  if  a  state  assumes  to  determine  the  reserves  that  shall 
be  held  by  a  company  to  meet  the  increasing  risk  of  future  years  upon 
tnjpolicy  wherein  the  contingency  of  human  life  is  an  element,  the  state 
should  prohibit  the  issue  of  any  such  policy  until  after  the  premium  rates 
of  such  company  shall  have  been  certified  by  the  head  or  chief  officer  of 
the  insurance  department  of  such  state,  to  be  sufficient  to  provide  the 
reserves  required  by  the  statute  of  the  state  in  which  the  company  is 
domiciliated,  then  the  rates  shall  be  certified  to  be  sufficient  for  the  pur- 
pose specified  by  the  proper  department  of  the  state  in  which  such 
company  may  propose  to  issue  such  policy. 

All  of  which  IS  respectfully  submitted. 

Richard  Gainks. 
John  Russell. 

Mr.  GuxispiK,  of  Nebraska:  I  move  the  adoption  pf  the  report. 

Mr.  Painb,  of  Maine :  That,  i  suppose,  does  not  adopt  the  principles 
01  the  report,  but  is  merely  the  acceptance  of  the  report.  1  propose  upon 
Ihst  question,  to  say  a  word.     I  am  totally  at  a  loss  to  know  what  the 
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gentleman  making  the  report  means,  whether  he  r^ects,  or  accepts  the 
resolution.  He  goes  on  to  say  that  we  ought  not  have  the  resolution 
pass,  and  then  says  how  it  should  be.  « 

The  Prssidsnt,  fro  tern :  It  is  hafdiy  up  for  discussion  as  yet,  and 
perhaps  it  would  be  better  to  dispose  of  the  motion  of  the  gentleman 
from  Nebraska  (Mr.  Gillespie).  The  chair  wishes  him  to  state  it  in  due 
form. 

Mr.  Breesb,  of  Wisconsin:  If  there  is  no  objection  I  move  that  the 
report  lie  on  the  table  to  be  taken  up  at  some  future  time,  that  we  have 
an  opportunity  to  consider  it,  and  enter  upon  it  as  a  regular  order  of 
business. 

Mr.  GiLLBSPiB :  I  accept  the  amendment. 

Mr.  Paine:  As  this  will  be  my  last  opportunity,  I  wish  to  say  one 
word  before  the  matter  is  disposed  of. 

The  President,  pro  tern  :  1  am  afraid  it  is  out  of  order. 

Mr.  Gaines  :  Under  the  circumstances,  I  hope  that  the  gentleman  from 
Maine(Mr.  Paine)  will  be  heard,  but  I  ask  him  to  read  his  resolution  as 
embraced  with  our  report  to  the  convention. 

The  President, /r0  ^em  :  If  there  is  no  objection,  the  point  of  order 
will  be  waived,  and  the  gentleman  from  Maine  (Mr.  Paine)  will  be  heard. 

Mr.  Paine  :  I  wish  to  say,  in  the  first  place,  that  I  do  not  understand 
whether  the  committee  assent  or  dissent  to  my  proposition.  I  wish  to 
say  that  the  gentleman's  conclusions  there,  so  far  as  they  go  to  disprove 
the  resolution,  are  erroneous,  and  based  upon  a  false  principle,  and  it  is 
to  assume  the  very  fact  which  he  would  assume  that  I  introduced  it.  He 
says,  state  legislation  assures  parties  all  that  they  need.  That  is  the 
very  thing;  my  state  has  gone  the  full  length.  I  drew  an  act  for  our 
legislature,  and  it  was  passed  instantly,  without  one  word  of  objection. 

Mr.  Gaines  :  I  think  I  can  put  the  gentleman  from  Maine  (Mr.  Paine) 
on  the  track.  His  resolution  is  to  the  effect  that  the  president  and  the 
secretary  be  instructed  to  memorialize  congress.  The  committee  say 
emphatically  that  they  do  not  think  it  proper  for  the  convention  to 
memorialize  congress  on  any  subject;  and  that  disposes  of  the  resolution. 
Then  the  committee  subsequently  discuss  the  features  of  the  resolution, 
as  a  matter  of  course  indicating  the  forms  which,  in  their  opinion,  it 
should  take. 

Mr.  Paine:  I  assume  that  it  is  just  as  proper  to  memorialize  congress 
as  to  memorialize  the  legislatures  of  the  states.  Now,  many  of  the  slates 
have  adopted — and  that  is  the  very  argument  which  I  offer — many  of  the 
states,  including  my  own,  and  very  many  other  states,  have  adopted  this 
exception,  but  we  are  baulked  and  defeated  by  the  very  act  which  I  wish 
to  have  amended — that  is,  the  bankrupt  law.  As  assignee  of  a  bankrupt's 
estate,  I  hold  in  my  hands  to-day  a  $2,000  policy  secured  by  the  man 
when  he  was  in  good  fortune  and  making  money,  but  who  is  now  poor, 
and  with  a  small  dependent  family  on  his  hands.  That  policy  illustrates 
the  whole  evil  of  the  matter.  The  moment  that  he  went  into  bankruptcy, 
he  allowed  his  policy  to  lapse,  and  it  has  been  of  no  benefit  to  anybody, 
and  never  will  be. 

Mr.  Gaines:  I  would  beg  to  ask  the  gentleman  from  Maine  (Mr. 
'^aine)  who  is  the  beneficiary  on  that? 

Mr.  Paine:  I  will  tell  you.  It  is  a  dead  wife;  and  if  she  had  had  no 
children,  it  would  have  gone  to  her  father,  and  not  to  her  husband.  Th.it 
policy  was  given  to  me ;  it  was  put  in  my  hand  before  I  had  power  to  do 
a  thing;  the  time  of  payment  had  elapsed,  and  the  policy  had  lapsed  and 
was  absolutely  good  for  nothing,  and  never  will  be  worth  a  cent  to  the 
estate  which  I  represent.  He  has  lost  all  the  benefit  of  it,  although,  by 
the  laws  of  the  state,  it  was  exempt.  The  bankrupt  law  has  seizsd  it,  and 
it  is  a  blank  piece  of  paper  in  my  hands,  which  is  not  worth  a  copper,  but 
which  would  have  been  worth  to  him  $a,ooo.     I  say,  therefore,  that  ^it 
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prorision  is  a  matter  of  eminent  justice,  and  when  a  man  fails  and  goes 
into  bankruptcy  suddenly,  he  wants  to  be  treated  with  respect.  When  a 
fiuniljr  becomes  poor  and  need^r  that  is  the  time  when  the  policy  of  insur- 
tnce  is  wanted  for  that  family — When  the  man  dies.  According  to  the  law 
of  mortality,  he  becomes  more  subject  to  death  at  that  time — to  an  early 
death — than  at  any  other  period  of  his  life.  Therefore,  I  say,  this  is  a 
matter  of  eminent  justice. 

In  the  second  place,  it  is  a  measure  of  justice  because,  in  a  great  many 
ttates,  this  exception  is  already  adopted,  and,  by  reason  of  the  bankrupt 
law,  the  policy  of  the  state  is  not  allowed  to  be  carried  into  effect.  Then, 
again,  as  the  bankrupt  law  reads  to-day,  the  policies  of  insurance,  in  a 
great  many  states,  are  exempt.  What  I  want  now  is  uniformity.  My  siate 
did  not  come  in  and  pass  a  law  until  a  year  after  the  bankrupt  law  was 
passed ;  and,  therefore,  policies  in  our  state  are  not  exempt,  while  in  the 
gentleman's  state  (Mr.  Gaines')  and  in  other  states  they  are  exempt.  I  ask. 
tnen,  for  unitormity.  It  is  no  injustice,  because  our  state  has  acted 
already,  and  the  bankrupt  law  comes  in  to  affirm  the  policy  of  the  state, 
ju^t  as  it  sikould. 

Another  fact  to  which  the  gentleman  alluded  the  other  day,  and  I  sup- 
pose it  may  be  understood  as  contained  directly  in  that  report,  was  that 
if  a  policy  was  taken  out  in  the  name  of  the  wife  it  will  be  protected. 
Such  I  assert  not  to  be  the  law.  According  to  my  understand mg  of  the 
law  I,  as  a  lawyer,  assert  that  a  policy  which  is  taken  out  in  the  name  of 
the  wife  at  the  expense  of  the  husband  is  liable  to  go  into  bankruptcy,  as 
it  would  as  though  it  were  in  his  name.  Besides,  it  does  not  meet  the 
case.  Nothing  is  more  common  to  young  men  who  are  going  to  be 
married,  who  expect  to  be  married,  and  of  young  men  who  are  not 
married,  than  to  secure  policies  on  their  lives.  What  will  you  do  in  that 
case?  They  do  it  in  the  expectation  of  their  sometime  having  a  family, 
and  they  do  it  at  a  youthful  age  before  they  are  married,  to  meet  the  con- 
tingency. The  young  man  of  course  cannot  make  the  policy  to  his  wife, 
because  he  has  none,  he  cannot  make  it  to  his  children  because  he  has 
Done.  Then,  again,  if  a  man  takes  out  a  policy  on  his  own  life  in  his 
vife*s  name,  that  wife  may  die,  and  if  the  wife  dies  before  they  have 
children,  it  goes  out  of  the  family  to  his  father,  or  his  brother  and  sisters, 
to  his  utter  loss.  That  is  not  right,  because  I  always  recommended  to 
my  clients  **take  out  your  policies  in  your  own  name,  and  then  when  you 
die  you  can  leave  it  where  you  see  fit — to  your  wife  if  you  have  one,  to 
your  children  if  you  have  them,  to  one  child  or  another  as  you  want  to." 
Then,  again,  it  works  a  great  deal  of  harm  by  working  the  policy  out  of 
the  hands  of  the  third  party. 

I  will  state,  as  a  principle  of  law,  another  fact  which  goes  to  sacrifice 
the  gentleman's  report. 

Mr.  Gaikes:  I  must  beg  leave  again  to  quote  to  the  gentleman  his 
resolution,  which  is,  that  *•  the  president  and  secretary  of  the  convention 
be  instructed  to  memorialize  congress,  in  its  name,  so  to  amend  the  bank- 
nipt  law  as  to  exempt  all  such  policies  from  its  provisions."  We  report, 
that  we  consider  it  beyond  the  province  of  this  convention  to  memorialize 
congress  at  all.  He  has  discussed  the  preamble,  and  we  have  reported  on 
the  resolution. 

Mr.  Painb:  I  say  that  we,  as  citizens  and  as  an  association,  have  a 
right  to  memorialize  congress  on  anything,  and  more  especially  about  a 
work  like  this.  I  say  a<]fain,  that  the  gentleman  is  mistaken  in  the  law. 
If  a  man  has  a  policy  of  insurance  on  the  life  of  his  wife  or  himself,  the 
moment  that  he  fails  and  it  passes  into  the  hands  of  an  assignee  or  a 
creditor  in  bankruptcy,  it  is  absolutely  void.  I  say  that,  without  any 
doubt  that  the  supreme  court  of  the  United  States  would  affirm  my 
decision.  A  company  insures  my  life  because  they  know  it  is  my  interest 
and  mj  will  to  live  as  long  as  I  can.    The  policy  is  possibly  taken  out  of 
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my  hands  and  put  into  the  hands  of  a  bitter  enemy  perhaps,  who  it  a 
creditor.  Is  a  company  bound  to  carry  the  policy  alter  it  passes  out  of 
my  hands  into  the  hands  of  another?  Everybody  knows  that  a  policy  on 
property  is  void  after  the  property  has  passed  out  of  the  hands  of  the 
insured  into  another's  ;  because  they  do  not  undertake  to  carry  the 
risk  except  against  the  person  the^  originally  insured.  A  life  policy 
follows  the  same  rule.  Therefore,  if  the  bankrupt  law  takes  a  policy 
away  from  a  man,  puts  it  in  the  market,  and  sells  it  to  a  third  person, 
it  takes  away  that  which  is  of  the  utmost  value  to  the  party  insured,  but 
absolutely  worthless  to  airybody  else.  It  is  a  wholesale  slaughter,  for 
the  benefit  of  nobody,  but  for  the  ruin  of  the  family.  I  say  there  is  not  a 
consideration  in  the  world — I  will  defy  any  man  to  bring  forth  one  single 
proposition  which  will  support  the  opposition  to  this  resolution.  And  as 
to  our  right  to  memorialize  congress,  every  citizen  has  that  right ;  and 
we,  as  a  national  convention,  representing  the  great  interests  of  insur- 
ance, can  most  appropriately ;  and,  I  say,  it  is  our  duty  to  step  forward 
now  and  assist  this  class  of  persons. 

I  do  not  undertake  to  go  into  the  details  of  that  report  We  will  not 
ask  congress  anything  further  than  to  pass  a  congressional  act  of  this 
kind,  leaving  it  for  them  to  exercise  their  own  discretion  how  they  will 
make  up  the  bill.  The  act  which  was  introduced  into  congress  last 
winter,  passed  one  house  and  was  defeated  in  the  other,  exempted, 
I  believe,  all  honest  policies — policies  which  were  honestly  entered  into. 
It  provided  that  all  premiums  which  had  been  paid  two  years  before  the 
bankruptcy,  over  and  above  a  certain  amount,  $150  a  year,  should  be  a  lien 
on  the  policy,  etc.  That  is  a  great  provision,  and  all  we  ask  is  that  congress 
legislate  on  this  subject.  We  have  a  right  to  ask  it,  there  is  great  want  for 
it,  and  a  cry  comes  up  from  all  parts  of  the  country,  though  the  gentleman 
from  Louisiana  (Mr.  Gaines)  may  not  know  it,  that  it  shall  be 
put  through.  As  nobody  else  did,  I  took  the  liberty  to  offer  it, 
and  I  do  hope  that  it  will  go  out  as  the  unanimous  voice  of  this  conven- 
tion. Have  a  bankrupt  la-w,  but  have  the  man  properly  secured,  and 
have  the  law  uniform  throughout  the  states,  and  great  justice  will  thus 
be  done  to  those  poor  families  whose  heads  have  become  bankrupts.  I 
say  that  I  hope  this  vote  will  go  out  as  the  unanimous  voice  of  this  con- 
vention. I  am  very  sorry  that  the  gentleman  from  Louisiana  (Mr. 
Gaines)  has  reported  the  way  he  has. 

[The  President  in  the  chair.] 

Thb  Special  Statistical  Commission. 

The  President  :  The  chair  would  announce  as  the  committee 
under  Mr.  Clarke's  resolution  for  the  purpose  of  naming  a  com- 
mission to  gather  statistics,  etc. :  Messrs.  Clarke,  of  Massachusetts ; 
Kelsey,  of  New  Jersey ;  Caldwell,  of  Indiana ;  Fackler,  of  Ten- 
nessee ;  and  Finch,  of  North  Carolina. 

Mr.  Fackler,  of  Tennessee :  I  desire  to  be  excused  from  serving  on 
that  committee,  as  I  am  only  a  special  delegate  from  my  state. 

The  President  :  We  can  hardly  excuse  the  gentleman.  We  want  one 
actuary  to  act  with  this  committee,  and  I  hope  the  gentleman  from 
Tennessee  (Mr.  Fackler)  will  not  decline. 

Mr.  Caldwell,  of  Indiana:  I  insist  that  he  shall  act  on  the  com- 
mittee.    He  is  here  to  represent  the  great  state  of  Tennessee. 

The  President:  It  is  nothing  but  the  gentleman's  ordinary  modestv 
that  suggests  the  remark.     He  will  not  be  excused. 

The  Secretary  then  read  the  followiug  paper : 
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Fapkk  by  J.  F.  Ehtz,  Actuary  of  thb  New  York  Life  Insuraivcb 
AND  Trust  Company. 

Smg^r^siicms  of  reform  in  ike  practice  of  life  insurance,  and  exposure  of 
some  grave  errors  affecting  its  usefulness. 

When  life  insurance  waff  first  introduced  in  this  city  in  1830  bj  the  New 
York  Life  Insurance  and  Trust  company,  it  was  in  its  simplest  forms — 
ibr  the  whole  life,  or  tor  one  or  seven  years ;  but,  it  being  then  an  experi- 
ment, the  premiums  were  rather  high,  but  were  subsequently  considerably 
reduced.  In  the  year  1842  the  Mutual  Life  Insurance  Co.  inaugurated  the 
mntnal  system,  which  would  have  neutralized  the  effect  of  too  high  rates, 
and  reduced  them  nearly  to  cost,  by  returning  in  a  dividend  all  the  excess. 
This  would  have  been  a  most  excellent  principle,  and  which  was  adopted 
by  nearly  all  the  companies  that  came  afterwards  into  existence ;  but, 
unfortunately,  it  was  not  carried  properly  into  effect.  The  error  was  made 
to  make  the  dividend  by  a  percentage  on  the  whole  premium,  which  was 
lOon  discovered  to  be  incorrect,  particularly  when  endowments  and 
Kmited  premiums  were  adopted,  and  it  acted  in  an  unequal  manner. 

It  Is  strange  that  it  never  occurred  to  anyone,  that  the  difficulty  would 
have  been  conquered  if  the  reserve  had  first  been  deducted  from  the 
preminni  actually  paid,  which  would  have  left  the  sum  free  upon  which 
tbe  dividend  could  have  been  allotted,  because  it  was  the  amount  applica- 
ble to  the  obligations  of  the  company  to  pay  the  losses  and  all  expenses; 
bot  proving  to  be  more  than  necessary,  would  have  been  the  true  measure 
fat  a  percentage  dividend. 

The  question — what  is  the  most  correct  and  most  equitable  mode  for 
tfie  diYision  of  profits  in  a  mutual  company? — has  puzzled  the  ablest 
actuaries  of  the  world,  and  a  variety  of  systems  have  been  proposed  and 
adopted.  The  last  one  was  the  contribution  plan;  but  whether  this 
fbmishes  the  great  desideratum  or  not,  may  be  judged  from  the  explana- 
tk>n6  which  will  be  found  in  this  communication. 

With  the  gradual  growth  of  life  insurance,  and  with  the  various 
improvements  and  greater  variety  of  forms,  with  which  the  principle  has 
been  developed  in  the  course  of  time,  it  seems,  however,  that  several 
faults  have  followed  the  progress,  and  have,  perhaps,  increased  in  the 
lame  proportion. 

One  of  the  most  mischievous  of  the  latter  is  found  in  the  enormous 
expenses  with  which  life  insurance  business  is  burthened  at  the  present 
time,  and  which  seem  to  grow  heavier  every  year,  destroying,  to  a  great 
extent,  the  wholesome  effect  of  a  provision  of  a  most  beneficial  nature;  by 
providing  protection  to  widows  and  orphans  against  want  and  destitution 
produced  by  the  loss  of  those  who,  while  alive  and  in  health,  are  bound 
to  support  them. 

The  hard  earnings  of  many  are  gathered  to  make  a  common  fund,  for 
their  mutual  benefit;  but  strict  economy  in  the  administration  of  this 
fund  ought  to  be  the  governing  principle,  and  it  should  not  be  squandered 
away  in  such  a  prodigal  manner  as  it  is  done. 

The  report  of  the  New  York  insurance  department  for  the  six  years, 
186%  to  1S70  inclusive,  comprising  all  thC/Companies  admitted  to  do 
bosiness  in  this  state,  tell  an  alarming  story. 

There  was  paid  for  commissions  to  agents $39*427«433  69 

Officers'  salaries,  etc 8,499.954  25 

Medical  examiners*  fees 3,260,684  oa 

National,  state  and  other  taxes 3»6o5.396  57 

All  other  expenditures 25,142,603  34 

Total  expenses  in  six  years $79,936,071  87 

While  the  payment  for  losses  and  claims  is  only. .    63,555,913  aa 
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bowing  that  it  cost  about  40  millions  to  procure  business,  and  that  the 
[penses  exceeded  the  payments  to  widows  and  orphans,  for  whom  these 
stitutions  are  chiefly  estabhshed,  by  nearly  l6}4  millions. 
There  is  a  fact  which  may  create  some  surprise  in  the  item  ot  '*  all 

;her  expenditures/'  which  were,  in  1865 $1,028,544  69 

nd  in  1869 5,996,256  56 

nd  increased  in  1870  to 10,313,40472 

In  all  the  other  items  there  is  a  more  gradual  annual  increase,  except 

commissions,  which  were,  in  1S65 $2,301,052  71 

tcreased  in  1865  to 9.870, 155  39 

at  decreased  in  1S70  ta 8,837,584  13 

These  statistics  speak  for  themselves,  and  require  no  comments;  but  a 
lestion  may  be  asked — whether  such  prodigality  will  not  lead  to  bank- 
iptcy?  and  another,  where  the  profits  are  to  come  from? 
There  must  be  some  extraordinary  extravagance  in  what  is  covered  by 
e  name  of  **  all  other  expenditures" ;  while  the  commissions  show  that 
le  anxiety  for  business  and  the  formidable  competition  have  caused  an 
iparalleled  recklessness,  entirely  destructive  of  the  whole  foundation. 
On  the  subject  of 

Valuations  op  Policiks 

have  already  submitted  some  remarks  in  a  short  communication  pub- 
}hed  in  the  report  of  the  first  session  of  the  insurance  convention,  and 

which  I  urged  the  propriety,  in  the  case  of  policies  entitled  to  a  par- 
:tpation  of  the  profits,  to  provide  for  the  double  contract  of  paying  the 
im  insured,  and  also  to  return  the  surplus,  by  a  reserve  based  upoa 
•OSS  premiums;  because  one  by  net  premiums,  as  adopted  by  most  com- 
mies, would  only  be  adequate  to  satisfy  the  first  part  of  the  bargain. 
The  premiums  of  a  mutual  company  are  enhanced  by  a  loadin«rf  with 
le  understanding  that  it  shall  be  used  for  covering  exprnses  and  fluctua- 
3ns  in  the  mortality,  and  whatever  will  remain  shall  be  returned  to  the 
>licyholder. 
The  great  and  only  object  of  a  reserve  is  to  be  at  all  times  in  a  position 

wind  up,  and  to  have  a  sufiicient  sum  on  hand  to  meet  the  require- 
ents  of  another  company,  to  whom  ail  the  outstanding  risks  may  be 
ansferred,  and  who  is  to  assume  ail  the  obligations  described  in  the 
>iicies — viz.,  the  payment  of  the  sum  insured,  and  a  return  of  profits.  A 
»mpany  must  also  be  in  the  same  position  as  an  act  of  justice  to  its  new 
»mers,  who  have  a  right  to  claim  that  old  policies  should  bring  with 
em  the  reserve  which  will  place  them  on  the  same  footing  of  equality, 
bis  would  not  be  the  case,  if  that  part  of  the  loading  which  should  follow 
e  reserve,  were  made  to  swell  the  profits  of  the  year  and  be  unduly  dis- 
ibuted  among  the  old  policyholders. 

The  following  illustration  will  give  a  correct  view  of  the  erroneous 
feet  produced  by  the  net  valuation. 

The  rates  of  one  of  our  largest  mutual  .companies,  for  an  insurance  for 
fe  on  $10,000,  are  at  25  30  35  40  45  50 

$198  90    227  00    263  80    313  00      379  70      471  80 
nd  after  5  year 22700    26380    31300    37970    %f7i  80      59910 

Deficiency $  28  10      36  80      49  20      66  70        92  10      127  30 

bich  multiplied  by 
the  value  of  an 
annuity  at  the 
age  of  valuation 
would  make  the 
gross  value $480  07    603  89    764  42    965  99  1,219  ^^   '»504  9* 
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while  the  net  value 

isonlj. 32303    41693    53198    67858      86090  1,06828 

Difierence $157  04    186  96    232  45    2S7  41      358  12      436  64 

Equal  to  a  loading  of  48.61  4484  4370  42.34  41.63  40.82  p.  ct 
to  be  added  to  the  net  value,  in  order  to  make  the  reserve  large  enough 
to  reinsure  the  mutual  policies  either  by  the  company  itself,  or  by  any 
other. 

The  insurance  department  has  no  other  means  to  ascertain  the  solvency 
of  a  company  than  by  a  common  standard  for  net  valuations,  which 
would  oflfer  a  fair  criterion  for  stock  companies,  as  they  have  no  other 
obligation  than  to  pay  the  sum  insured,  and,  therefore,  charge  much 
■mailer  rates.  But  in  th^  case  of  mutual  companies,  it  is  only  by  the 
tddition  of  a  reasonable  percentage  to  the  aggregate  of  the  reserve  formed 
bj  net  premiums,  that  a  correcl  judgment  can  be  formed  that  they  are  in 
tiotind  condition,  and  able  to  fulfil  all  the  terms  of  the  mixed  contract 

A  correct  and  equitable  system  of 

Division  of  Profits. 

h  another  subject  of  vital  importarxe.     This,  in  my  opinion,  perfectly 
plain  question,  seems  to  grow  more  and  more  obscure.   The  contribution 
plan,  lately  introduced  and  adopted  by  many  companies  is  far  from 
wlTing  it,  although  the  algebraic  formula — 
*.+.(i+0  -f-  iP^-e)  (i  +  r')  -  <^  (i-/?.+^+i)  -  /?.+,»+! 

=  JCg+ft  =  contribution  to  surplus, 
is  mathematically  correct ;  but  some  of  its  terms  cannot  be  carried  out 
practically  and  according  to  their  exact  meaning,  and  must  be  substituted 
bjfals^  estimates  and  assumptions;  which  happen  to  be  dangerously  low, 
tod  must  cause  a  serious  loss  to  the  company,  by  establishing  too  high  ' 
la  amount  of  supposed  over-payment  to  be  returned  to  the  policyholders. 

This  exceedingly  complicated  formula,  causing  enormous  actuarial 
labor,  has  not  the  slightesit  relation  with  the  actual  profits  made  by  the 
company,  and  gives  a  general  rule  for  every  year  and  every  company. 
The  alleged  over-payment  is  precisely  the  same  in  one  which  may  have 
^n  eminently  successful,  in  the  mortality,  the  investment  of  its  funds, 
or  in  other  sources  of  profit,  as  it  would  be  in  one  which  had  met  with 
the  contrary  result,  suffered  from  robbery  or  embezzlement,  or  was 
actually  in  a  state  of  insolvency. 

For  those  not  versed  in  algebra,  a  translation  into  common  language 
nay  prove  interesting,  and  may  enable  them  to  discovcrwhere  the  errors 
ire. 

^,+a  is  the  reserve  of  the  preceding  year  (which  ought  to  be  the  gross 
nlue),  to  which  is  added  the  interest  for  one  year  (i-hr'). 

P^-e  is  the  premmm  actually  paid,  likewise  increased  by  interest,  but 
from  which  an  assessment  for  expenses  has  to  be  deducted. 

The  author  omitted  that,  asserting  that  they  had  been  compensated  by 
miscellaneous  profits.  This  is  a  very  luckv  coincidence,  considering  that 
these  arise  principally  from  lapses  and  surrenders,  while  the  expenditures 
are  no  trifle.  Other  actuaries  propose  a  reduction  of  15  per  cent,  which 
would  be  rather  too  low  in  some  companies,  when  the  expenses  have 
nn^cd  up  to  about  100  per  cent  of  Ihe  amount  of  premium  receipts. 

From  the  two  above  sums  is  to  be  subtracted 

r-*  (i  —"-/?,  +  n  '♦'  ')  *^-  assessment  for  the  risk  of  paying  the  sum 

injured,  less  the  amount  on  hand,  the  remainder  being  alone  exposed  to 
tost. 
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The  formula  evidently  means,  that  this  risk  should  be  measured  bjth 
actual  mortality  of  that  year;  but  as  this  varies  more  or  less  every  yeai 
and  would  turn  out  very  different  in  every  company,  besides  violatin 
the  fundamental  principle  of  a  safe  average,  a  fictitious  table  has  bee 
selected,  by  which  the  probability  of  a  loss  by  each  policy  is  estimated 
This  table  is  a  very  good  one.  representing  the  average  mortality  amon 
insured  lives,  called  the  Actuaries*  table,  and  would  offer  a  very  fai 
criterion ;  but  when  one  fourth  is  deducted  therefrom,  without  even  soni 
discrimination  between  lives  recently  examined,  and  those  of  longe 
standing,  it  becomes  a  very  dangerous  practice.  It  is  a  common  custoi 
to  lean  always  on  the  safe  side  in  every  estimate,  but  here  it  is  entire! 
reversed.  After  these  intricate  and  laborious  computations  comes  th 
deduction  of 

/?"+»  +  ,  the  new  reserve  (which  should  be  the  gross  value)  from  all  tfc 
above  sums;  leaving  the  remainder 

A'j+n  as  the  amount  of  overpayment,  or  contributions  to  surplus,  th 
being  the  amount  to  be  returned  in  a  dividend. 

Here  we  find  three  elements  :  too  low  a  mortality  for  the  assessmen 
the  omission  or  inadequate  charge  for  expenses,  and  an  insufficiei 
reserve;  which  will  all  unduly  swell  the  amount  found  as  the  one  to  t 
returned. 

But  the  greatest  objection  to  this  system  is,  that  it  has  nothing  to  d 
with  the  actual  profits  realized  by  the  company.  It  produces  the  san 
result,  whether  it  has  been  successful  or  not. 

In  all  other  corporations — as  banks,  fire  and  marine  insurance,  < 
mining  and  manufacturing  companies — the  stockholders  are  considere 
as  copartners,  and  they  receive  a  dividend  on  their  shares  from  the  su 
plus  which  has  been  realized.  It  is  not  customary  to  assess  each  with 
share  in  the  expenses  or  losses,  but  the  whole  amount  gained  from  a 
sources  is  applied  to  a  dividend  at  a  certain  percentage. 

A  mutual  life  insurance  company  is  precisely  in  the  same  position,  tl 
policyholders  being  the  partners  to  the  extent  of  their  contributior 
towards  the  common  fund  with  which  the  business  is  conducted*  Th 
is  not  the  whole  receipt  from  premiums,  because  they  contain  a  pa 
which  must  be  retained,  as  a  reserve  for  future  years,  at  compoun 
interest.  This  remains  as  a  debt,  the  earned  part  of  the  premium  onl 
forming  the  capital,  and  is  entitled  to  a  return  if  it  proves  to  have  bee 
greater  than  necessary. 

The  only  difference  may  be  said  to  be,  that  in  banks  and  other  associi 
tions  the  capital  is  subscribed  and  paid  in  atone  time;  while  in  an  insu 
ance  company  the  partners  come  in  and  go  out  at  different  times.  T 
place  them  all  on  a  footing  of  equality,  it  is,  however,  only  necessary  < 
regulate  their  respective  interests,  by  allowing  them  interests  on  the 
payments  to  the  day  of  settlement;  so  that  the  one  who  pays  early  in  i\ 
year  receives  a  larger  benefit  from  what  he  has  furnished,  and  whic 
has  earned  more  interest  than  the  one  who  makes  his  payments  ata  lati 
date. 

The  true  *'  contribution  system,"  but  which  I  am  disposed  to  call  tl 
*'  earned  premium  plan"  to  distinguish  it  from  the  other,  is  what  setth 
the  question  of  an  equitable  division  of  profits^  being  in  conformitjr  wit 
the  custom  of  all  other  monied  institutions,  in  a  similar  and  most  simpi 
manner. 

Having  ascertained  in  a  balance-sheet  all  the  assets  and  liabilitic 
(including  a  full  reserve),  the  surplus  remaining,  which  is  the  resul 
from  all  sources  of  profits,  after  having  paid  all  losses,  expenses  an 
obligations,  is  the  amount  which  is  to  be  divided  among  the  policj 
holders  of  a  mutual  company.  Now,  how  is  it  to  be  distributed?  C 
course,  in  proportion  to  the  contribution  by  each  policy,  and  this  i 
ascertained  in  the  following  manner,  illustrated  by  an  example. 
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A  has  taken  a  policy  for  $10,000  on  the  ist  of  February,  the  premium 
of  which  is,  bj  the  English  Life  table  No.  3,  at  5  per  cent,  with  a  loading 

of  33  >^  per  cent .---         $22904 

Ackl  interest  for  ii  months,  at  5  per  cent    -        -        -        -  10  49 

Deduct  the  gross  Talue,  bjr  the  interpolated  table 

Making  his  contributton  for  the  first  jear,  and  on  which  the 

dividend  should  be  allotted 

Second  year — Reserve  from  preceding  year    -        -        -        . 

Interest,  i  year,  5  per  cent    -        -        -        . 

Second  premium  paid  ist  Feb. 

Inteoest  on  premium  11  mot.        •        •        • 


Vtlue  of  policy 


$339  53 
118  57 

$120  96 

118  57 

5  93 

22904 

1049 

$364  03 
228  03 

Contribution  second  year      -        -        -        -        -        -        -  $136  00 

and  thus  in  every  subsequent  year. 

It  will  be  observed,  that  the  whole  labor  consists  of  crediting  each 
policy  with  the  reserve  of  last  year,  and  with  the  premium  actually  paid, 
and  also  with  interest  at  a  nominal  rate,  and  deducting  therefrom  the 
new  reserve  by  gross  premiums.  This  establishes  the  actual  contribu- 
tioD,  and  the  proportion  in  which  each  policyholder  is  interested  in  the 
division  of  the  surplus;  and  is  virtually  a  return  of  what  was  not  wanted 
after  pajing  all  losses  and  expenses. 

On  the  most  important  but  vexed 

Intbrbst  Qubstion, 

which  seetns  to  create  so  many  different  opinions,  I  shall  refrain  from 
entering  into  discussion,  except  to  show  its  effect  on  the  'internal 
machinery  of  a  life  insurance  company. 

In  the  **  contribution  plan,"  an  attempt  is  made  to  give  the  policy- 
holders the  benefit  from  any  higher  rate  that  may  have  been  realized ; 
bot  I  defy  the  ablest  accountant  to  find  out  the  exact  average  rate  that 
his  been  made,  without  enormous  labor,  considering  that  there  are  so 
many  different  investments,  with  a  large  portion  of  the  money  remaining 
idle  or  yielding  only  a  small  percentage,  with  an  irregular  movement  in 
the  receipts  and  payments.  If  it  could  be  done,  it  would  be  only  frac- 
tional and  ever  varying. 

In  the  earned  premium  system,  the  credit  given  for  interest  does  not 
affect  the  finances  of  the  company,  being  only  the  means  for  settling  the 
relative  positions  between  the  policyholders;  while  all  the  interest 
received  by  the  company  has  gone  to  increase  the  surplus  profits,  and 
consequently  the  dividend. 

The  selection  of  a  proper  rate  is  of  vital  importance  in  the  construction 
of  premium  rates,  and  m  the  valuation  of  policies;  the  great  effect  of 
which  can  be  seen  plainly  in  the  following  illustration  of  a  policy  for 
$10,000  for  life,  issued  at  the  age  of  30,  by  the  Actuaries'  table. 
The  interest  being  at..  4  4/^  5  6  7  p.  cent. 

Net  annual  premiums  *  $179  76    164  25     152  96    139  33     128  39 
Net  reserve  after  5  yrs.      40667    459^7    412  21     34986    29304 

Ifa  company  selected  the  rate  of  6  per  cent  for  the  formation  of  its 
premiums,  there  is  great  doubt  whether  it  would  be  able  to  secure  that 
percentage.  Some  of  the  funds  may  be  invested  on  bond  and  mortgage 
at  7  per  cent,  but  the  bulk  would  probably  be  placed  in  government  or 
•Ulc  stock,  bearing,  perhaps,  6  per  cent  interest;  but  it  ought  to  be 
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remembered  that  they  are  all  at  a  high  premium,  which  is  gradually  lost 
in  approaching  redemption;  and,  in  the  former,  the  premium  on  gold 
will  disappear  with  the  redemption  of  specie  payments,  which  may  not 
be  far  off.  Large  amounts  have  to  be  kept  on  hand  or  in  bank,  producing 
but  little  or  no  interest.     It  would  surely  be  a  dangerous  step. 

There  is  another  important  point  of  view  which  ought  to  be  taken  into 
consideration.  Its  reserve,  based  upon  that  rate,  would  fall  far  short  of 
the  standard  adopted  by  the  insurance  department,  and  make  it  appear 
to  be  in  a  state  of  bankruptoy,  without  having  suffered  any  extraordinaty 
losses.  In  case  of  winding  up,  no  other  company  could  be  found  to 
assume  the  outstanding  risks  with  such  a  deficient  reserve. 

These,  and,  perhaps,  other  reasons,  show  fully  that  it  would  prove  a 
suicidal  measure,  and,  even  without  the  dangers  here  explained,  cause  a 
serious  loss  to  the  proprietors. 

While  my  own  opinion  is  decidedly  unfavorable  to  high  rates  of  interest 
for  premiums  and  valuations,  it  is  equally  so  to  the  other  extreme  of  too 
low  ones,  as  4  and  ^}4  per  cent;  and  I  think  that  5  per  cent  would  be 
more  fair  for  ail  parties,  and  perfectly  safe. 

The  many  millions  which  are  now  held  by  our  life  insurance  companies 
in  trust  for  their  customers,  as  a  fund  for  the  benefit  of  their  widows  and 
orphans,  should  be  administered  with  the  greatest  caution  and  security. 
But  the  serious  errors  I  have  disclosed  will,  sooner  or  later,  undermine 
the  structure  of  these  institutions,  and  spread  desolation  and  disappoint- 
ment among  the  public,  with  general  distrust  in  the  boasted  benefits  of 
life  insurance. 

These  remarks  are  respectfully  submitted  to  the  consideration  of  the 
superintendents  of  insurance  depaitments,  the  guardians  of  the  people, 
and  also  to  the  ofiicers  of  companies,  who  wish  to  avoid  all  the  causes 
which  threaten  their  prosperity. 


J.  F.   Entz, 
ri  Life 


Actuary  of^ke  New  Tork  Life  Insurance  and  Trust  company ^ 
New  York,  Oct.  21,  1871. 

The  Secretary  then  read  the  following  paper  by  Prof.  C.  F.. 
McCay,  of  Baltimore : 

Suggestions  of  Professor  C.   F.  McCay,  of  Baltimore,  ok  the 
Report  of  the  Committee  on  Valuation. 

I.  The  law  proposed  by  the  committee,  and  also  the  amendment, 
interfere  too  much  with  the  freedom  of  action  of  corporate  bodies.  It  is 
a  Procrustean  standard,  which  requires  the  heads  of  all  to  be  cut  off  when 
their  liabilities  exceed  an  arbitrary  amount.  The  conclusion  of  the  com- 
mittee is,  that  the  companies  be  **  required  io  show  that  it  has  a  certain 
reserve."  And,  in  the  body  of  their  report,  they  say  that  the  ** com- 
panies should  be  held  rigidly  to  the  standard  of  safety  thus  established.*' 
And,  again,  they  say  to  the  companies:  **  Main  tarn  intact  the  legal 
standard  ot  safety,  or  cease  to  do  business,'* 

Now,  all  this  restraint  is  too  strict  and  severe.  It  excludes  the  present 
stock  companies  from  doing  business,  although  their  rates  are  only  about 
fifteen  per  cent  below  those  of  the  mutual  companies,  which  havedividcd 
immense  profits.  Now,  such  an  interference  with  the  freedom  of  action 
18  harsh  and  arbitrary. 

To  show  that  the  proposed  standard  excludes  entirely  the  present  stock 
companies,  it  is  only  necessary  to  refer  to  the  table  in  the  report,  on  page 
78.  In  the  example  there  given,  a  person  is  insured  at  20,  at  the  net  six 
percent  premium,  which  is  10.364,  the  gross  premium  being  12.956,  and 
the  loading  being  consumed  in  expenses.    Now,  this  premium,  improved 
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at  seven  per  cent,  becomes,  at  the  end  of  the  year,  11.089.  But  the  cost 
ofinsurance,  and  the  lejfal  reserve,  make  12.516;  so  that  the  receipts  are 
deficient,  at  the  end  of  the  first  year,  $1,427.  This  deficiency  goes  on 
increasing,  and  in  twenty  years  amounts  to  $15,731 ;  and  if  the  insurances 
had  been  $10,000,000,  instead  of  $(00,  and  the  paid-up  capital  $i,a.o.ooo, 
the  capital  stock  would  be  all  gone,  and  a  deficiency  created  of  $573,100. 
Now,  such  a  result  forbids  capitalists  from  doing  business  as  a  stock 
company,  although  the  rates  they  charge  arc  only  about  fifteen  per  cent 
below  those  of  the  mutual  companies,  which  divide  large  profits. 

Such  a  rule,  therefore,  seems  to  work  harshly  and  severely  on  the  stock 
companies. 

Stili,  such  a  rule  is  proper  if  it  is  the  true  test  of  the  company*6  sol- 
Teocy:  for  the  state  ought  not  permit  a  company  to  do  business  if  it  it 
insolvent. 

But,  in  this  same  report,  Mr.  Homans,  Mr.  Wright  and  Mr.  Fnckler  are 
qooted,  to  prove  that  the  rule  is  not  a  test  of  solvency.  So  said  Mr.  Bryant, 
also,  in  his  remarks  before  this  convention.  Now,  with  such  authority 
tgain»t  them,  no  member  of  this  convention  ought  to  be  willing  to  say 
thit  a  company  is  insolvent  which  does  not  come  up  to  this  standard. 
And  if  this  be  so,  does  not  the  rule  seem  harsh  and  severe  against  stock 
companies  ? 

But,  if  this  rule  is  not  the  test  of  solvency,  it  yet  may  be  so  good  in 
itself  that  it  ought  to  be  prescribed,  on  the  ground  of  prudence  and  wis- 
dom. 

In  considering  this  propoifition,  it  may  be  remarked  that,  although  the 
report  requires  the  use  of  4}^  per  cent  interest,  almost  every  authority 
quoted  in  the  same  report  gives  six  per  cent  as  the  probable  future  limit 
to  which  interest  may  fall.  It  is  now  above  that  rate.  The  Mutual  Life 
of  New  York  made  seven  for  many  years,  and  divided  its  profits  on  that 
basis.  Recently  it  has  used  for  this  purpose,  six  and  a  half.  The 
Connecticut  Mutual  has  made  about  the  same,  and  has  diatributed  its 
profits  on  that  basis.  Other  companies  have  done  as  well,  and  the 
financial  management  must  have  been  very  bad  if  they  had  not  done  so. 
The  savings  banks  make  six  after  paying  all  expenses;  and  in  the  life 
companies,  expenses  are  provided  for  by  the  loading.  If.  then,  our  com- 
panies are  now  making  more  than  six,  and  the  able  financiers  referred 
to  in  the  report  predict  that  this  is  the  probable  future  minimum,  why 
should  4>^  be  prescribed  as  necessary  for  the  use  of  the  life  companies? 
Professor  Perry  is  the  first  authority  given  by  the  report,  and  his  stand- 
ing is  very  high.  He  says,  *'  I  should  not  regard  it  safe  to  ba^e  import- 
ant calculations  on  any  expectation  that  the  current  rate  would  he  much, 
if  any,  less  than  six  per  cent  for  some  time  to  come."  Mr.  Ernst,  of 
Covington,  Ky.,  is  next  quoted,  and  he  thinks  'investments  may  be 
made  in  first-class  securities,  for  the  next  fifty  years,  at  an  average  rate 
of  not  less  than  six  per  cent."  Major  Wickes,  of  Memphis,  gives  the 
tame  opinion.  Mr.  Wells,  who  lately  held  an  important  financial 
poiiition  at  Washington,  and  is  regarded  as  very  high  authority,  has 
fitely  published  a  long  and  valuable  communication,  advocating  this 
opinion.  As  a  set-off  to  all  this,  the  report  gives  the  opinion  of  Mr. 
Win&ton,  Mr.  Sanford.  Mr.  Wright,  and  other  life  insurance  authorities, 
that  it  is  better  to  use  four  and  four-and-a-half  for  life  insurance  calcula- 
tions. But  whether  this  is  on  account  of  the  uncertainty  of  the  mortality 
tables,  or  of  the  law  of  average,  or  other  contingencies  that  belong  to 
life  insurance,  or  some  other  reason,  none  of  them  intimates  that  the 
probable  future  rate  of  interest  will  be  below  six  per  cent.  The  authori- 
ties quoted  in  the  report  are,  then,  ell  on  one  side  in  favor  of  six  per  cent 
ts  the  probable  future  rate  of  interest,  and,  I  think,  any  additional 
amount  of  authority  could  be  had  for  the  same  opinion.  Millions  upon 
millions  are  invested  in  all  our  cities  on  perpetual  ground-rents  at  six 
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>er  cent,  and  these  securities  are  regarded  of  the  Tery  highest  class.  Verj^ 
ong  first  mortgage  bonds  of  our  strongest  railroads  bearing  six  per  cent 
md  even  seven,  are  selling  below  par.  N.  Y.  Central  sixes  are  at  91,  and 
evens  at  97,  while  other  railroads,  nearly  as  gigantic  and  strong,  have 
imilar  securities  on  the  market,  which  sell  at  lower  rates. 

Now,  with  such  an  accumulation  of  authority,  is  it  not  hard  for  the 
tate  to  say  to  say  to  a  company,  discount  your  future  liabilities  at  four- 
ind-a-half  per  cent,  and  if  you  do  not  have  enough  means  to  meet  them, 
rou  are  bankrupt  and  must  stop  business.  Does  the  state  suppress  other 
lorporations  by  any  such  stringent  rule? 

Asides  suppressing  companies  which  are  solvent,  the  effect  of  requiring 
he  mutual  companies  to  use  so  low  a  rate  of  interest  as  4^  or  4  per  cent 
s  most  injurious  to  members  who  are  soon  to  retire  by  death,  or  aban- 
lonment,  or  surrender.  It  accumulates  for  a  future  contingency  which, 
hough  possible,  will  never  probably  happen,  an  unnecessary  reserve,  and 
leprives  the  present  members  of  their  just  share  of  the  present  profits. 
;t  may  be  well  for  those  who  shall  survive  and  live  twenty  or  thirty  or 
brty  years  beyond  the  present  time ;  but  it  is  hard  on  the  old,  that  must 
;oon  die,  and  on  all  others  whose  profits  are  withheld  from  them  now,  to 
)e  paid  out  to  those  who  continue  in  the  company  for  many  years  to 
:ome,  and  to  the  new  members  who  shall  be  admitted  hereafter. 

The  other  element  of  the  standard  proposed  by  the  committee  is  the 
Vmerican  Table  of  mortality.  And  is  this  table  so  authoritative  and  well 
istablished  as  to  be  worthy  of  adoption  by  this  convention,  or  by  the 
»tate?  Is  it  founded  on  a  large  number  of  observations,  and  on  proper 
>bservations ;  and  has  it  been  well  constructed  from  these  observations? 
These  are  three  questions  that  must  be  answered  in  the  affirmative  before 
;he  table  can  be  pronounced  good. 

To  the  first  question  it  may  be  replied,  that  it  is  based  on  the  experience 
>f  a  single  life  insurance  company  for  twenty  years,  when  life  insurance 
t>usiness  in  this  country  had  just  commenced,  and  was  on  a  very  small 
)cale.  This  experience  was  almost  entirely  on  persons  in  middle  life. 
There  were  few  members  at  the  younger  years,  and  none  at  the  old. 
Surely  this  is  a  very  narrow  basis. 

As  to  the  second  question,  it  may  be  said  that  the  great  majority  of  the 
lives  were  new  risks,  recently  examined,  and  pronounced  to  be  sound  by 
the  physicians  and  agents,  and  other  officers  of  the  company.  Surely 
these  are  not  proper  observations  on  which  to  construct  a  table  by  which 
ire  are  to  measure  the  future  mortality  of  insured  lives. 

As  to  the  third  question — has  the  table  been  properly  constructed? 
Ooes  it  represent  the  mortality  of  the  Mutual  Life  Insurance  Company, 
ipproximately"  or  exactly? — I  can  give  no  answer.  The  observations 
[lave,  I  believe,  never  been  published.  No  one  knows  how  numerous 
they  were,  over  what  periods  of  life  they  extended,  how  the  table  was 
idj'usted,  and  how  the  gaps  in  the  observations  were  filled  up.  The  world 
is  in  profound  ignorance  as  to  every  element  on  which  the  table  was 
based,  and  how  it  has  been  constructed.  Its  author  has  received  and 
deserved  the  highest  commendations  as  an  actuary,  and  it  is  on  his  repu- 
tation alone  that  it  rests.  How  he  supplied  the  deficiencies  of  his 
observations,  how  he  harmonized  their  discrepancies,  how  he  eliminated 
the  injurious  influences  of  selection,  no  one  knows  but  himself.  Now, 
however  high  this  able  and  distinguished  man  may  rank,  is  it  proper  to 
measure  the  probable  mortality  of  insured  persons  by  this  standard, 
under  penalty  of  stopping  the  companies  in  their  business,  if  they  fail  to 
conform  ? 

The  table  differs  from  other  tablea  bjr  giving  a  higher  mortality  in  old 
age  where  the  author  had  no  observations,  and  at  early  life  where  he  had 
few,  and  by  giving  a  lower  morUlity  at  middle  life  where  his  observa- 
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tiont  were  vitiated  b^  the  eflfect  of  favorable  selection.    This  comparison 
does  not  strengthen  its  claims  to  exclude  other  tables. 

Besides  these  serious  defects  in  the  standard,  the  committee  recommend 
that  deferred  premiums  and  premiums  on  policies  not  known  to  be  paid 
for,  and  renewal  premiums  not  ^et  reported,  should  be  excluded  from  the 
credits  of  a  company. 

Now,  nothing  is  said  about  excluding  these  items  from  the  liabilities, 
and  if  they  are  excluded,  the  debit  and  credit  side  being  both  diminibhed 
alike,  the  result  will  be  the  same.  But  if  they  are  to  be  excluded  from 
the  credit  side,  and  not  the  debit,  then  the  grossest  injustice  will  be  done 
to  the  companies.  If  a  quarterly  or  semi-annual  premium  has  not  been 
received,  and  the  company's  liabilities  are  calculated  to  be  the  same  as 
if  those  premiums  were  amon^  the  assets  of  the  company,  the  injustice  is 
manifest.  If  a  new  policy  is  issued,  and  is  yet  in  the  hands  of  an  agent, 
not  delivered  to  the  insured,  and  not  yet  paid  for,  and  the  company  is 
charged  with  the  same  liability  as  if  it  had  received  the  money  which 
was  demanded  for  the  policy,  surely  it  ought  to  have  a  credit  for  the 
amount  charged,  less  the  commissions  and  expenses  of  collection.  If  a 
renewal  premium  is  past  due  and  not  yet  reporfed  by  the  agent,  and  if 
the  premium  due  is  not  counted  among  the  credits,  and  the  policy  is 
regarded  abandoned  or  the  liability  is  measured  at  the  time  the  renewal 
was  due,  or  at  the  day  the  calculation  was  made  and  the  premium  paid, 
in  either  of  these  three  ways  the  true  liability  would  not  be  measured. 

So  that  it  seems  that  the  proposed  rule  is  wrong  in  excluding  these 
items  from  the  credits  of  the  company  without  prescribing  how  the 
liabilities  shall  be  counted  after  these  credits  have  been  excluded. 

For  these  and  other  reasons  it  seems  harsh,  severe,  arbitrary,  impru- 
dent and  unjust  to  measure  all  the  companies  by  this  prescribed  standard, 
and  that  the  only  proper  course  for  the  state  to  pursue  is  to  prescribe  the 
true  measure  of  solvency,  and  then  stop  the  companies;  or  to  permit 
every  company  to  select  its  own  standard,  and  to  publish  with  its  report 
the  standard  by  whioji  its  liabilities  are  measured. 

Mr,  PiLLSBURY,  of  New  Hampshire :  I  believe  that  Mr.  Goodsell  has 
been  invited  several  times  to  give  his  views  to  the  convention.  As  he  is 
now  present,  I  hope  he  will  be  heard. 

Mr.  James  H.  Goodsell  was  then  introduced,  and  read  the 
following  paper  to  the  convention : 

Address  op  Mr.  James  H.  Goodsell  on  Reserves  and  Rates  of    . 
Interest  in  Life  Insurance. 

Gentlemen:  I  thank  you  for  this  opportunity  to  address  the  con- 
vention, though  I  fear  that  what  I  have  to  say  will  hardly  express  the 
earnestness  with  which  I  would  like  to  say  it.  I  would  not  like  to  accuse 
any  of  you  of  not  realizing  the  full  importance  of  the  great  question 
which  it  is  here  proposeo  to  decide  authoritatively  for  the  whole  country; 
yet  you  will  permit  me  to  assert  that  the  entire  drift  of  the  discussion  so 
far  seems  to  have  obscured,  at  least  partly  so,  the  (Question  which  is 
greater  even  than  the  question  of  reserve— the  question  how  far  state 
authority  can  justly  impose  its  scheme  of  supervision.  You  will  not 
expect  me  to  discuss  that  question,  but  you  will,  perhaps,  confess  that  it 
is  necessary  to  keep  it  in  mind.  You  are  assembled  to  perfect  the  theonr 
of  state  supervision,  to  develop  its  efficiency,  and,  if  possible,  to  unify 
and  harmonize  its  results  in  many  different  states.  But  you  cannot 
transgress  the  scope  of  its  legitimate  authority,  without  exposing  to  the 
nsk  of  failure,  not  merely  the  hew  measures  which  you  shall  adopt,  but 
also  those  which  are  already  in  force. 
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[n  bargaining  for  life  insurance  the  purchaser  consults  his  interests  bj 
isidering  the  transaction  trom  two  standpoints — 
[.In  regard  to  the  question  of  price. 
{.  In  regard  to  the  question  of  security. 

ie  will  require  his  insurance  to  be  as  low-priced  as  possible,  and  he 
il  require  it  to  be  as  certain  as  possible. 

;  deny  the  authority  or  the  right  of  the  state  to  interfere  with  the 
sstion  of  price,  except  so  far  as  to  prevent  the  making  of  contracts 
lich  are  notoriously  contrary  to  public  policy. 

Vnd,  so  far  as  the  question  of  security  is  concerned,  I  insist  tha|^  the 
te  has  but  one  duty  to  perform — the  duty  of  enforcing  the  perforiAanoe 
contracts  according  to  their  terms.  The  maturity  of  these  contracts  is 
fcrred,  and  hence  it  follows  that,  if  any  state  supervision  be  necesf^ary, 
is  a  matter  of  prime  importance  to  regulate  for  the  fulfilment  of  the 
ntracts  in  advance  of  their  maturity.  Therefore  the  requirement  oft 
lerve. 

Admitting,  then,  the  necessity  of  a  reserve,  we  must  inquire  if  the 
ference  between  the  two  classes  of  companies — participating  or  mutual, 
d  proprietary  or  non-participating — ^justifies  any  difference  in  the  kind 
reserve  to  be  required  from  each. 

The  theory  of  reserve  in  a  mutual  compan^r,  where  the  buyers  furnish 
i  capital,  is  very  different  from  that  which  is  correct  with  regard  to  a 
oprietary  company,  where  the  obligations  are  assumed  by  the  seller. 
\  stock  company  can  rectify  its  assumptions  at  any  period,  and  so,  by 
Teasing  its  charges  to  new  members,  qualify  itself  not  only  to  reserve 
a  higher  standard  on  its  new  policies,  but  to  make  good  the  deficiency 
its  old  policies  when  valued  by  that  higher  standard.  And  it  can  do 
iS  without  committing  any  inequity  towards  the  new  members  thus 
messed  a  higher  charge  than  the  old  members;  because  the  company  is 
^prietary  and  can,  at  any  time,  resolve  to  afterwards  sell  its  insurance 
a  higher  or  lower  cost  than  formerly,  and  yet  not  be  accountable  for 
t  partiality. 

But  in  a  mutual  company  the  rate  of  premium  cannot  be  altered  with- 
t  a  violation  of  the  fundamental  principle  of  the  mutual  system,  that 
ch  policyholder  shall  occupy  a  footing  of  perfect  equality  with  all  the 
»t — each  having  the  same  proportionate  share  in  the  company*8  rewards 
d  burdens.  It  must  be  remembered  that  the  policyholders  of  the  mutual 
mpany  guarantee  each  other;  they  are  the  stockholders,  and  it  is  they 
\o  own  the  profits  or  share  the  losses.  Hence,  it  is  quite  important  that 
;  stale  should  interpose  some  check,  so  as  to  prevent  the  majority, 
ing  new  members,  from  voting  away  to  themselves  the  accumulations 
lich  have  accrued  mninly  from  the  payments  of  the  minority, 
[f  the  foregoing  argument  is  correct,  it  follows  that  the  expediency  and 
acticability  of  changing  the  reserve  standard  at  any  time,  or  as  often 
altered  conditions  of  finance  and  interest  shall  require,  must  be  deter- 
ined  lor  a  stock  company  upon  entirely  different  premises  from  those 
lich  must  govern  the  mutual  company.  The  latter  mu^t  adhere  to  the 
me  standard  in  ffrpetuOy  or,  in  changing  its  standard,  must  make  such 
ncession  in  respect  of  the  secured  precedent  rights  of  old  members  as 
11  be  equivalent  to  an  entire  re-organization  of  the  company  ;  it  cannot 
stroy  or  affect  the  equities  of  either  the  old  or  the  new  members  without 
>rking  the  prejudice  of  one  or  the  other  class;  and,  because  the  reserve 
indard  cannot  be  changed  without,  in  effect,  destroying  or  affecting 
e  equities  of  one  class,  it  must  adhere  to  its  original  status. 
But  a  stock  company,  selling  insurance  without  admitting  its  customers 
any  acquired  rit^ht  under  the  company's  constitution,  is  only  obligated, 
far  as  its  dealings  with  the  assured  are  concerned,  to  pay  its  policies 
maturity.    Therefore,  the  assured  in  the  stock  company  have  no  right 
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to  be  consulted  in  determining,  altering  or  adapting  the  processes  bj 
vhich  the  company  reaches  its  ability  to  pay  those  policies. 

I  come  now  to  a  consideration  of  rates  of  interest.  Vtr.  Barnes  has 
submitted  to  the  convention  an  interesting  paper  containing  some  valua- 
ble information  in  regard  to  the  rates  in  various  states.  It  shows  that 
while  the  average  rate  of  interest  obtainable  on  first-class  securities  is 
over  7  per  cent  for  the  whole  country,  yet  the  average  rate  of  interest 
obtained  by  a  large  number  of  companies  for  a  long  term  of  years  is  less 
than  6  per  cent.  Admitting  the  truth  of  his  observations,  there  is  a 
wide  disparity  between  the  interest  earnings  of  life  companies  and  those 
of  other  money-lenders,  which  is  not  at  all  creditable  to  the  life  insurance 
companies.  The  latter  have  extra  facilities  for  the  investment  of  money, 
and,  if  we  find  they  are  not  earning  for  their  members  what  the  members 
themselves  could  earn  with  their  funds,  we  must  conclude  that  here  is  a 
£ftult  which  requires  to  be  corrected.  It  may  be  assumed  that  the  people 
cannot  afford  to  take  out  life  insurance  policies,  unless  the  rates  of 
interest  in  life  insurance  are  very  nearly  what  those  persons  could  them- 
selves realize  on  their  funds  in  other  directions. 

In  regard  to  Mr.  Barnes's  interest  statistics,  if  we  investigate  them,  we 
•hall  find  that  they  are  practically  worthless.  He  has  taken  average 
msteis  as  the  principal  sum  ;  whereas  it  is  well  known  that  a  considerable 
part  of  the  assets  of  every  company  is  composed  of  non-interest  bearing 
or  uninvested  items.  For  instance,  each  company  must  keep  a  consider- 
able bank  deposit,  subject  to  draft  at  any  time  for  payment  of  losses,  or 
extraordinary  expenses.  Mr.  Barnes's  interest  statistics  exclude  the 
interest  on  deferred  premiums,  or,  rather,  the  interest  thereon  forming  a 
part  of  the  principal  sum  of  the  deferred  premiums,  he  puts  both  interest 
and  principal  into  the  asset  column,  and  omits  the  interest  part  from  the 
interest  column. 

But  the  term  **  percentage  of  interest  to  average  assets"  means  nothing. 
It  is  a  fallacious  and  incorrect  test. 

The  correct  test  is  to  take  a  company's  mean  reserve,  in  any  given 

ar,  and  compute  the  rate  of  its  interest  receipts  to  that  mean  reserve. 

lis  will  show  how  a  company's  interest  experience  compares  with  its 
interest  assumption.  The  reserve  is  the  amount  which  must  draw  interest 
continuallv.  It  is  not  necessary  to  the  company's  solvency,  and  it  is  not 
often  possible  that  the  reserve  should  draw  interest. 

The  result  of  the  correct  test  which  I  have  described  may  be  easily 
stated.  I  have  computed  theefe  results  for  21  of  the  largest  companies, 
which  with  a  mean  reserveof  over  $154,000,000,  earned  $11,802,958  interest 
in  1870,  or  at  the  rate  of  7.64  percent.  A  comparison  of  this  computation 
with  Mr.  Barnes's  percentages  of  interest  receipts  to  average  assets  shows, 
that  while  the  companies  receive  less  than  0  per  cent  on  their  whole 
funds,  they  do  receive  at  least  7  per  cent,  if  not  more,  on  their  reserve. 
I  wish  to  ask  your  attention  for  a  few  minutes  longer,  while  I  attempt  to 
explain  some  of  the  causes  and  consequences  of  this  difference  between 
percenUge  of  interest  receipts  to  assets  and  percentage  of  interest  receipts 
to  reserve. 

Since  the  assumptions  upon  which  they  are  based  require  that  premiums 
shall  be  paid  at  the  same  time  with  the  issue  of  the  policy,  and  that  the 
premiums  shall  be  immediately  invested,  it  follows  that  an  habitual  delay 
in  collecting  and  then  investing  the  premiums  must  occasion  a  loss  which, 
tf  carried  to  a  certain  extent,  will  imperil  the  ability  of  the  company  to 
fiilfil  its  engagements. 

There  may  be  a  gain  in  the  realized  as  compared  with  the  assumed 
rate  of  interest,  and  this  gain  may  compensate  the  company  for  the  loss 
which  proceeds  from  the  enforced  or  permitted  delay  on  the  part  of  the 
company  in  collecting  and  investing  its  premiums.  Or  the  company  may 
^as  IS  the  case  with  those  institutions  which  have  attained  the  ability  to 


year 
This 


Digitized  by 


Google 


88 

conomize  their  expenses,  make  good  the  loss  by  saving  a  part  of  the 
>ading.  Or,  overlooking  the  fallacy  of  so-called  vitality  gains,  we  may 
>r  argument  sake  admit  that  there  will  be  a  compensation  for  loss  by 
sason  of  the  experienced  mortality  falling  below  the  realized  mortality. 

But  suppose)  in  the  case  of  a  company  just  one  year  old,  that  the  loud- 
ng  of  all  Its  premiums  has  been  wholly  exhausted  in  expenses,  and  that 
tie  mortality  experience  for  the  year  fully  realizes  the  assumptions — 
ach  being  no  more,  nor  any  less  than  was  provided.  In  that  case,  there 
rill  remain  at  the  end  of  the  year  the  net  premiums  less  the  mortality 
harge,  or  cost  of  insurance,  increased  by  the  interest  upon  the  premiums 
rom  the  time  they  were  invested.  If  they  were  invested  at  once,  and  so 
ommenced  to  draw  interest,  at  the  assumed  rate,  from  the  very  moment 
be  policies  were  issued,  the  company  will  be  found  to  possess  just  the 
eserve  calculated  at  the  rate  of  interest  which  was  realized,  namely,  that 
rhich  was  assumed  in  making  up  its  tariff  of  premiums.  But  if  there 
ras  any  delay  in  collecting  and  investing,  then  the  fund  at  the  end  of  the 
ear  will  be  deficient. 

It  will  be  seen,  then,  that  the  penalty  of  postponed  collections,  with 
onsequent  deferred  investment  of  funds,  is  a  financial  loss,  and  this  loss 
aust  be  made  good. 

To  apply  these  premises,  let  me  cite  the  almost  universal  practice  of 
llowing  premiums  to  remain  uncollected  and  uninvested  until  long  after 
hey  are  due.  Payments  on  old  policies  are  in  most  cases  promptly 
aade ;  but  even  then  there  ensues  delay,  either  in  transmission  of  the 
aoney  to  the  company,  or  in  investing  it  after  it  reaches  the  home  office. 

I  need  not  adduce  facts  to  prove — the  assertion  will  not  be  denied — 
hat  to  such  an  extent  does  this  practice  of  tardy  collections  and  post- 
K)ned  investments  prevail,  that  in  nine  out  of  every  ten  companies,  there 
nsues  annually  a  loss  of  interest  amounting  from  35  to  40  per  cent  of 
he  sum  which  the  fundamental  assumptions  call  for. 

I  have  said  that  there  are  two  ways  in  which  this  loss  can  be  com- 
>ensated:  by  an  appropriation  of  the  loading,  or  by  a  diminished  mor- 
ality experience.  The  former  source  is  available,  but  the  marked 
endency  of  the  business  towards  an  increased  expensiveness  of  manage- 
nent,  if  not  likewise  the  degree  of  expensiveness  already  attained,  forbids 
iny  expectation  of  relief  in  that  direction.  The  second  source,  the 
ippropriation  ot  so-called  vitality  gains,  is,  indeed,  permitted  by  existing 
nethodsof  calculating  reserve,  although  it  is  doubtful  if  these  so-called 
itality  gains  are  anything  more  than  mere  claims  in  suspense,  and, 
herefore,  necessary  to  be  properly  provided  for  in  the  reserved  fund.  At 
iny  rate,  there  is  an  observed  tendency  towards  a  nearer  approximation 
»f  mortality  experience  to  mortality  expectation,  and  this  forbids  any 
>rolonged  dependence  upon  the  second  source  of  relief. 

I  come  now  to  the  actual  source  of  compensation  for  the  loss  I 
lave  described,  and  if  you  will  properly  comprehend  the  convenience 
¥hich  is  thus  afforded  for  sustaming  the  elements  of  an  undue  com- 
>etition,  you  will  understand  why  it  is  mainly,  that  the  high-premium 
x>mpanies  are  so  energetic  in  opposing  the  rational  theory  of  reserve 
lased  on  the  highest  net  rate  of  interest  which  is  obtainable  on  first-class 
lecurities.  It  is  an  ingenious  device,  and,  seeing  that  it  works  so 
effectively,  I  am  not  surprised  by  the  efforts  to  secure  its  retention.  Let 
18  see  its  nature  and  effect. 

We  have  seen  that  in  a  company  where  the  requirements  for  expense 
md  mortality  in  a  given  year  have  exactly  equaled  the  assumption,  there 
irill  be  left,  at  the  end  of  the  year,  a  reserve,  composed,  firj.t,  of  the  net 
premiums,  less  the  cost  of  insurance;  and  second,  of  the  interest  which 
tias  accumulated  on  the  inves^ent  of  its  premiums.  If  all  the  premiums 
were  invested  promptly  on  tne  issue  of  the  policies,  then  the  rate  at 
nrhich  they  were  invested  will  be  the  rate  of  reserve,  provided  that  rate 
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is  the  same  as  the  rate  at  which  the  prettiiums  were  calculated.  There- 
fore, in  such  a  case  as  I  have  just  described,  with  six  per  cent  premiums 
prompt!/  invested  at  six  per  cent  interest,  there  cannot  be  any  other  than 
a  six  per  cent  reserve.  And  so  it  happens  that  the  low-rate  company  is 
compelled  to  do  a  promptly-paying  business.  But  consider  now  the 
difference  with  a  high-rate  company.  Its  premiums  are  based  on  a 
calculation  that  only  four  and  four  and  a-half  per  cent  will  be  realized ; 
while  the  facts  abundantly  prove  that  at  least  six  per  cent,  and  in  some 
cases  a  considerably  higher  rate,  is  the  average  realized  rate  on  invest- 
ments It  has  assumed  only  four  per  cent,  say,  and  it  realizes  six  per 
eenc  The  difference  is  a  gain.  Four  per  cent  on  $1,000,000  is  $40,000 ; 
six  per  cent  on  the  same  amount  is  $60,000;  the  gain  is  $20,000.  And 
that  is  the  sum  which  a  high-rate  company,  charging  four  per  cent 
premiums,  and  investing  at  six  per  cent,  could  lose  pn  a  first  year's 
premium  income  of  $1,000,000,  without  impairing  its  reserve,  at  four  per 
cenL  The  amount  it  could  lose  is  equivalent  to  one-third  of  the  whole 
interest  at  six  per  cent,  and  is  sufficient  to  compensate  for  the  loss 
accruing  on  an  average  delay  of  two  months  in  collecting  and  another 
iiu>nth  besides  before  investing  each  and  every  pixmium. 

The  inferences  from  this  argument  are  precisely 'these :  that  the  high 
premium  cannot  be  defended  on  the  ground  tliat  the  commercial  rate  of 
mterest  is  not  obtainable  on  life  insurance  funds,  as  it  is  by  other  lenders 
of  money ;  that  there  is  so  much  delay  in  collecting  an  unnecessarily  high 
premium,  that  a  considerable  part  of  a  company's  assets  are  continu- 
ally uninvested  and  unproductive,  and  that,  therefore,  the  rate  of  interest 
actually  received  on  the  invested  funds,  is  obscured  by  the  rate  which 
results  from  getting  the  average  percentage  on  the  aggregate  funds. 
There  is  a  gain  on  the  promptly-invested  premiums  of  the  promptly- 
paying  insured ;  but  this  gain,  instead  of  inuring  to  the  benefit  of  that 
dass,  must  be  appropriated  to  make  good  the  deficiency  which  arises 
from  the  deferred  payment  of  the  dilatory  members.  If  a  company  is 
composed  wholly  of  promptly-paying  members,  and  if,  moreover,  there 
Is  in  the  company's  management,  a  sufficient  interest  at  stake  to  secure 
the  immediate  investment  of  these  promptly-paid  premiums,  there  will 
be  no  such  loss  as  we  have  described.  And  in  that  case,  the  rate  of 
premium  and  rate  of  reserve  will  not  be  dependent  upon  conditions  of 
administration  or  financial  management  which  are  antagonistic  to  the 
fiindamental  principles  of  life  insurance. 

Having  examined  the  consequences  of  deferring  the  collection  and 
investment  of  life  insurance  premiums,  I  will  now  endeavor  to  point  out 
&e  extent  to  which  this  unbusinesslike  practice  prevails.  We  have  seen 
that  every  dollar  which  can  be  snatched  from  the  abyss  of  expense,  or 
rescued  from  a  condition  of  unproductiveness,  should  be  promptly  and 
always  set  to  work  to  earn,  by  the  accretions  of  interest,  the  sum  which 
has  been  pledged  in  its  behalf.  Anything  less  than  this  is  a  defection 
from  duty,  an  element  of  danger,  and  a  possible  precursor  of  disaster. 
The  company  whose  repeated  statements  indicate  a  laxity  in  this  direction. 
who«^  funds  are  slackly  invested  or  are  represented  by  a  disproportionate 
amount  of  sterile  assets,  has  within  itself  the  seeds  of  decay.  And  if,  to 
this  financial  laxity,  is  added  an  excessive  expenditure,  the  company  thus 
mismanaged  is  merely  existing  to  issue  its  own  funeral  invitations. 

Perhaps  the  most  practical,  if  not  the  only  remedy  against  financial 
debility,  is  provided  by  those  managers  who  strive  to  keep  every  available 
dollar  of  their  assets  continually  drawing  interest.  This  is  a  trustworthy 
te^of  conservative  management.  And  until  state  supervision  rejects  as 
assets  those  items  which  are  unproductive,  we  shall  have  no  better 
criterion  of  good  manaj^ement  than  is  indicated  by  the  smallest  margin 
between  unproductive  and  interest-bearing  assets.  But  whatever  maybe 
the  policy  pursued  by  life  managers,  as  to  this  financial  desideratum,  we 
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must  insist  that  there  is  one  point  beyond  which  their  ignorance  or 
indifference  cannot  safely  go.  At  least,  so  much  of  the  assets  of  a  life 
company  as  stand  for  M«  reserve  should  always  be  represented  in  iuternt" 
earning  securities,  of  the  very  highest  character.  This  fund  is  altogether 
too  sacred  to  be  trifled  with,  or  put  at  risk.  It  is  the  corner-stone  of  a 
contract  solemnly  made,  and  upon  whose  fulfillment  one  party  hasf-taked 
the  future  happiness  of  those  most  dear  to  him.  The  acceptance  of  a 
life  insurance  premium  is,  virtually,  a  pledge  on  the  part  of  the  company, 
that  at  least  so  much  thereof  as  composes  what  is  called  the  net  premium, 
shall  be  at  once  properly  invested  at  the  highest  rate  of  interest  which  is 
compatible  with  security.  Not  to  do  this,  is  to  violate  an  implied  promise, 
and  to  take  money  under  a  false  pretense. 

It  is  a  source  of  gratification  to  know  that  the  mrjority  of  American 
companies  fully  appreciate  the  paramount  importance  of  this  point  in 
their  financial  management.  But  all  do  not;  and  it  is  because  bO  large 
and  8o  respectable  a  minority  fail  in  this  particular,  and  because  such 
failure  involves  danger  to  themselves  and  large  loss  to  the  policy  holders, 
that  I  call  vour  attention  to  a  table  which,  better  than  a  volume  of  argu- 
ments, will  illustrate  both  what  I  mean  and  the  direction  in  which  it 
applies.  The  table  has  been  carefully  compiled  from  the  last  report  of 
the  New  York  insurance  department ;  it  covers  the  figures  of  the  seventy- 
one  companies  doing  business  in  that  state,  and  may  be  summarized 
thus: 

Total  assets  admitted  by  the  department $269,460,408 

Of  which  are  interest-bearing  assets 239,294,626 

Leaving  as  unproductive  assets $30,225,783 

Here,  it  will  be  noted,  that  11. 21  per  cent,  or  one-ninth  of  all  the  assets 
reported  by  the  companies,  is,  for  all  purposes  of  life  insurance,  utterly 
useless  and  illusory. 

It  is  a  startling  revelation  of  this  table  that  of  the  seventy-one  com- 
panies whose  figures  are  collated, /w«»/?y-/ir««  companies  do  not  possess 
an  amount  0/ interest-bearing  assets  equal  to  the  reserve  demanded  bytke 
department  valuation.  These  companies  are  deficient  in  this  respect 
from  3  to  40  per  cent,  and  the  average  deficiency  of  all  the  twenty-three 
companies  is  not  less  than  10  per  cent.  Now,  I  do  not  say  that  these 
twenty-three  companies,  or  any  large  proportion  of  them,  are  unsafe; 
but  I  do  say,  with  emphasis,  that  any  life  company  whose  reserve  is  not 
entirely  in  interest-bearing  securities  is,  byjustso  much,  deficient  in  good 
faith  towards  its  policyholders  and,  in  just  that  degree,  fails  to  deserve 
the  confidence  of  the  public. 

It  seems  a  mockery  to  require  by  law  a  valuation  of  policies  and  the 
retention  of  the  reserve  thus  computed,  if  there  is  to  be  no  specification 
as  to  what  this  reserve  shall  consist  of.  Clearly,  the  very  idea  of  a 
reserve  thus  involves  the  necessity  of  its  being  a  sum  at  interest  and 
accumulating  as  rapidly  as  possible.  Any  other  kind  of  reserve  would 
not  perform  the  essential  functions  of  a  reserve;  and,  upon  any  other 
basis  than  such  as  interest-bearing  assets  furnish,  life  insurance  is  the 
veriest  fraud  extant.  If,  then,  this  reserve  is  to  be  the  subject  of  legal 
enactment,  I  submit  that  such  an  enactment  must  be  utterly  futile  so 
long  as  the  companies  are  not  required  to  have  a  reserve  every  dollar  of 
which  is  productive  of  interest. 

In  conclusion,  I  may  be  permitted  to  suggest  that,  without  interfering 
with  its  work  of  accomplishing  uniformity  in  other  directions,  it  is  not 
expedient  at  this  time  for  the  convention  to  commit  itself  definitely  to  a 
particular  standard  or  process  of  valuation.  Public  opinion,  as  well  as 
the  opinion  of  insurance  actuaries,  is  undergoing  a  great  change  in 
regard  to  life  insurance  reserves,  and  it  would  be  a  little  remarkable  if  a 
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conTention  of  state  officers,  many  of  whom  either  meet  together  for  the 
first  time,  or  have  but  very  lately  given  any  thought  whatever  to  this 
lobject,  could  properly  assume  to  decide  precit^ely  what  t-tandurd  of 
menre  will  best  satisfy  the  public  welfare.  But  if  it  is  necetipaiy  to  adopt 
t  particular  standard,  a  wise  policy  would  seem  to  dictate  that  your 
action  in  this  convention  should  have  regard  for  the  question  of  cheap- 
ness as  well  as  the  question  of  security.  A  life  insurance  policy  may  be 
to  secure  as  to  be  beyond  the  premium-paying  ability  of  the  majority  of 
people.  But  if  we  put  any  faith  in  the  laws  of  demand  and  supply,  we 
must  admit  that  the  price  will  regulate  itself,  even  more  qu-tkly  and'more 
efficiently  than  it  can  be  regulated  by  mere  legislation.  Companies  will 
oot  undertake,  to  any  alarming  extent,  the  sale  of  life  insurance  at 
less  than  cost.  The  danger  is  from  a  different  direction  ;  and  I  ask  the 
members  of  this  convention  to  consider  carefully  before  deciding  to 
recommend  any  measure  which  will  have  the  effect  of  permanently 
enhancing  the  cost  of  life  insurance.  Tke  amount  already  paid  annually 
ftrlif^  insurance t  '»  /^^  United  States,  very  nearly  tguols^  if  not  exceeds 
ike  imierrst  on  the  whole  sum  of  the  national  indebtedness,  A  sound 
public  policy  would  seem  \o  demand  that  the  cost  of  these  benefits  shall 
be  reduced,  if  possible, ;  and  any  efforts  or  inquiry  in  that  direction,  can- 
notbut  receive  public  approval.  If  the  convention  shall  co.nmit  itself  to 
a  contrary  policy,  the  question  will  be  taken  up  by  the  people:  fori 
think  the  people  will  be  unwilling  to  rest  their  faith  iinplicitly  in  a  busi- 
ness whose  managers  deny  their  ability  to  compete  with  any  oiher  money- 
lenders, for  a  rateof  interest  which  they  declare  unsuited  to  life  insurance, 
however  suitable  it  may  be  for  savings  banks  and  trust  companies. 

The  convention  then  took  a  recess  of  half  an  hour. 

Mr.  Gaines,  of  Louisiana :  Mr.  President — In  view  of  the  fact  that 
some  members  of  the  convention,  whose  business  is  very  urgent,  will 
have  to  be  at  home  when  the  vote  on  the  matter  now  before  the  conven- 
tion is  taken  up,  I  move  that  when  the  convention  adjourn,  it  adjourn  to 
meet  at  seven  o'clock  this  evening,  at  the  St.  Nicholson  Hotel ;  and  that 
a  vote  be  taken  on  the  question  at  twelve  o'clock  to-morrow. 

The  motion  was  seconded  by  Mr.  Berry  of  Arkansas. 

Mr.  Caldwell,  of  Indiana  :  I  am  strongly  opposed  to  that  resolution. 
I  am  not  opposed  to  fixing  some  time  for  taking  a  vote,  but  I  am  cer- 
tainly opposed  to  putting  through  with  unnecessary  haste  a  matter  of  so 
^reat  importance. 

A  division  of  the  motion  being  called  for,  and  being  accepted 
l>y  the  mover,  Mr.  Gaines,  the  question  was  put  as  to  whether 
the  convention,  when  it  adjourned,  should  adjourn  to  meet  at 
icvea  o'clock,  P.  M.,  at  the  St.  Nicholas  Hotel,  and  was  carried. 

The  chair  then  put  the  question  whether  a  vote  should  be  taken 
upon  the  subject  now  before  the  convention  to-morrow  at  twelve 
o'clock. 

Mr.  Miller,  of  New  York :  I  don't  know  as  I  am  in  order  to  say  any- 
tmng  on  this  subject  now,  but  if  I  am  allowed  I  must  express  a  hope  that 
the  motion  will  not  prevail.  It  seems  to  me  that  this  subject  is  of  too 
j^t  importance,  and  that  we  are  yet  entirely  too  much  on  the  outside  of 
It,  to  be  in  a  condition  to  vote  to-morrow  at  the  hour  named  in  the 
^nolutioQ.  For  my  own  part,  I  confess  ♦hat  I  receive  new  light  every 
<iaj  upon  this  subject     J.  am  in  no  way    ^  )mmitted,  and  I  am  free  to 
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own  mind  is  jet  in  an  unsettled  state  upon  this  question 
t  which,  after  the  most  mature  deliberation,  I  believe  t 

premises.  I  do  not  wish  to  g^ess  at  anything  here 
scusbion  and  consideration,  to  take  some  responsibility 
not  be  mathematically  demonstrated  exactly  what  stand 
;t  we  want,  as  near  as  possible,  to  approximate  to  juf^tio 
.  And  on  this  account,  and  in  view  of  the  increaii 
importance  and  interest  manifested  in  the  subject,  am 
i  discussion  which  is  being  elicited,  I  hope  that  it  will  no 
\  early  hour. 

>f  Louisiana:  An  explanation  seems  necessary.  Permi 
that  this  resolution  was  not  offered  without  consultatioi 
ers  of  the  convention.  I  have  consulted  at  least  fou 
mting  as  many  ideas  upon  the  question  of  what  shouli 

so  that  there  is  no  attempt  to  force  the  question,  nor  i 
pt,  by  fixing  the  time  that  the  vote  shall  be  taken,  t 
ly*s  vote.  But  it  is  certain  that  there  are  two  states,  pci 
terested  in  this  question  as  any  two  states  in  the  union 

be  represented  here  to-morrow  unless  it  can  bedefinitel 

when  the  vote  will  be  taken,  and  I  doubt  very  mucl 
ortance  of  the  range  which  our  views  may  have  equal 
>f  having  a  full  representation  of  the  states  when  the  vot 
efore  offer  the  resolution. 
>f  New  York :     I  understand  that  there  is  a  possibilit 

members  of  the  convention  will  be  called  away,  and  fo 
5  happy  to  consult  their  convenience.  If  their  mind 
!  up,  their  votes  may  be  left  in  an  envelope,  o 
Dxy.  I  wish  every  side  to  be  considered  in  this  mattei 
any  advantage  on  account  of  a  gentleman's  beinj 
absent  —  not  the  slightest.  It  may  be  that  we  are  mor 
is  question  than  the  one  proposed,  and  that  is,  whethe 

even  at  this  session,  to  conclude,  and  announce  ou 

this  question.  If  the  gentlemen  generally  are  satisfies 
sion — if  they  think  that  they  have  considered  all  th 
been  or  will  be  presented  upon  this  question,  and  thei 
about  it,  why,  of  course,  X  will  endeavor  to  arrive  at  i 
h  will  satisfy  my  own  conscience  as  to  the  vote  that 
accord  to  the  majority  in  coming  to  the  vote  on  thi 
*t  seek  to  shirk  the  responsibility  in  regard  to  my  owi 
•te  as  readily  as  the  majority  desire  the  vote  to  be  taken 
ition  the  convention  against  any  premature  action  in  th 

see  but  one  object  to  be  gained.  Of  course  we  expec 
fore  the  reassembling  of  this  convention,  may  tak 
•n  npon  this  subject ;  and  it  may  be  urged,  an* 
t  the  recommendation  of  this  convention  will  no 
it,  but  is  due  to  these  states  in  order  that  influence  ma; 
egislation.  But  the  importance  of  that  suggestion  is 
^reat  as  at  first  might  be  supposed,  in  view  of  the  fac 
re  has  been  but  very  little  diversity  of  legislation  upoi 
subject.  The  question  of  reserves  the  convention  ha 
ed.  The  question  of  the  n^ortality  table,  and  the  rate  c 
>sumed,  we  are  yet  discussing,  and  I  believe  that  all  th 
legislated  have  adopted  either  the  New  York  rule  or  th 
ule,  and  they  vary  very  little.  We  have  already  hear* 
nent  gentlemen  who  have  discussed  it,  and  there  is  s< 
that  it  is  not  really  a  question  of  security,  for  tha 
>t  seem  to.  be  involved  at  all.     And  it  seems  to  me  tha 

speech  that  we  hear  develops  more  clearly  than  th 
lat  there  are  other  questions  involved  than  the  question 
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sideration  of  this  great  subject.  I  think  that  no 
t>t8  that  either  of  these  standards  are  ample,  so  far 
f  security  is  concerned.  The  question  now  seems 
adopt  a  diflferent  standard  from  either.  Even  my 
from  Massachusetts,  Mr.  Clarke,  I  think  hardly 
''ork  standard  is  adequate  to  the  protection  of  the 
It  standard  we  find  that  many  companies  are 
,  in  capital,  and  yet  those  companies  are  allowed 
tate  of  my  honorable  friend. 

y  own  view  about  this  matter  is,  that  this  doctrine 
ly  friend  Mr.  Barnes  has  proposed,  and  the  consid- 
^ion  of  suspending  a  company  before  you  undertake 
langing  it  in  the  air  for  awhile  and  treating  it 
,  is  another  important  thing  to  be  considered.  All 
e  the  decision  of  the  simple  question  of  the  rate  of 
[>f  mortality  to  be  adopted.  Now,  let  us  deal  with 
^ntly.  and  let  us  give  them  that  consideration  to 
:e  entitles  them.  If  the  gentlemen  are  all  satisfied 
hat  by  the  hour  named  in  the  resolution,  I  shall 
shall  record  my  vote  according  to  the  light  I  then 

>n  the  motion  of  Mr.  Gaines,  of  Louisiana, 

:en  on  the  question  before  the  convention  at 

then  put  by  the  chair  and  declared  lost. 

r  York  :  In  view  of  the  possibility  that  Mr.  Clarke 
may  be  called  away  from  the  convention  by  any 
at,  in  their  absence,  any  delegate  named  by  them 
have  authority  to  cast  their  votes  as   directed  by 

seconded  by  Mr.  Gillespie,  and  the  question 

y  the  chair,  it  was  carried. 

Mr.  President,  the  gentleman  from  Alabama  asked 
;ak  for  him,  but  he  is  not  here  to-day. 

If  there  is  no  objection,  we  will  listen  to  the 
ard  A.  Jones,  the  president  of  the  National 
pany  of  New  York. 

lrks  of  Mr.  Edward  A.  Jones. 

entlemen  of  the  convention  :  I  stand  before  you  as 
gentleman  from  Alabama,  on  this  most  important 
of  the  assets  and  liabilities  of  life  insurance  com- 
to  show  that  a  net  valuation  does  not  and  cannot 
of  any  company,  on  whatever  table  you  may  in 
n  adopt.  Well,  then,  the  question  is,  what  is  a  net 
eoretical  assumption  that  you  will  receive  in  the 
ereafter  a  certain  sum  of  money,  and  that  you  will 
at  a  certain  rate  of  interest  during  the  life  of  the 
which  aijsumptions,  in  practice,  I  will  endeavor  to 
,nd  for  that  purpose  will  read  you  a  letter  I  have 
in  of  TOur  committee  on  net  valuations,  interest, 
urrencfer  values. 

'  able  and  exhaustive  report  of  your  committee  upon 
[>f  mortality,  etc,  and  I  must  confesa  that  I  fall  to 
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agree  with  their  conclusions.  In  fact,  for  < 
for  the  following  reasons,  viz.,  First,  they 
will  receive  on  a  life  policy  on  age  forty,  or 
are,  the  first  year  they  may  not  receive  half 
that  age  has  to  pay  $31.30  at  mutual  rates,  a 
deducting  15  per  cent  for  collection  and  otl 
and  subsequent  years,  out  of  the  premiun 
difference  between  this  amount  and  the  n 
present  value  of  $5.31  to  be  paid  annually 
aged  forty-one  is,  at  ^yi  per  cent,  $82.90;  r 
some  place  in  the  assets,  or  you  must  take  tl 
the  companies  liable  only  for  what  they  ha^ 
expenses  on  the  first  year  of  every  policy,  1 
valuation,  a  company  doing  a  large  new  bus 
so  long  as  their  capital,  together  with  their  a 
would  be  enough  to  make  a  reserve.  Now,  i 
allow  them  to  do  a  business  of  five  thousand  j 
the  so-Ciilled  impairment  of  reserve,  and  shoi 
to  take  five  thousand  one  hundred  policies  th 
reserve,  and  are,  by  your  recommendation,  t 
more  business,  which  is  certainly  erroneous 
if  that  showing  be  correct,  the  more  business 
they  are  off.  Now  the  great  wrong  of  net 
fact  that  they  assume  that  the  companies  rec 
policy  the  whole  of  the  net  premium,  and  th; 
improve  the  same  at  4^^  per  cent  interest,  ar 
cost  of  getting  that  policy  is  only  the  loadir 
amount  expended  is  considerabfv  more  on  t 
and  you  further  assume  that  it  is  going  to 
loading  for  every  year  thereafter,  and  that  nc 
shall  be  received  in  any  subsequent  year,  wh 
and  hence  I  assert  that  no  valuation  can  be  1 
a  life  insurance  company  that  does  not  take  ii 
value  of  the  actual  premium  to  be  received  o 
that  amount  the  present  value  of  collecting 
be  an  asset  of  the  very  best  description  agair 
ticular  policy. 

Equally  erroneous  is  the  position  that**i 
premiums,"  and  **  deferred  premiums"  an 
account  unless  the  corresponding  liability  is 
appear  very  strange  that  you  should  charj 
policies  as  her  liability  and  then  refuse  her  c 
ma^  owe  her?  If  it  be  part  of  a  contract  tha 
policyholder  the  amount  of  his  policy,  it  cert 
contract  that  the  policyholder  shall  pay  to  thi 
upon  his  policy.  If  you  make  the  debit,  you  1 
and  certainly  no  reason  can  be  shown  to  the 
if  you  make  a  gross  valuation  that  you  can  tl 
assets,  but  as  long  as  you  hold  to  a  net  vali 
as  the  very  best,  as  against  the  liabilities. 

You  will,  doubtless,  now  ask.  How  will  y 
Precisely  tiie  same  as  a  mutual  company,  vi 
received.  For  if  you  do  it  on  any  other  p 
company  appear  to  be  in  much  better  conditi 
really  is,  because  you  will  assume  that  they 
for  the  first  year  and  ^y^ry  year  thereafter  di 
policy,  while  the  facts  are  that  they  will  not 
sum  for  the  first  year,  and  for  the  second  an 
of  receiving  more  than  that  sum,  viz.,  $2 
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bably,  more  than  about  $19.80,  after  deducting  the  same  percentage 
future  expenses  as  I  have  already  done  in  a  mutual  company, 
rom  these  facts  it  is  evidentthat  if  you  maice  an  arbitrary  assumption, 
ch  is  more  or  less  than  the  actual  premium,  you  cannot  arrive  at  the 
h.  Consequently,  a  net  valuation  is  not  a  test  of  solvency,  and  can 
|r  be  on  the  following  conditions:  First,  expenses  must  be  no  more 
less  for  the  first  and  every  year  thereafter  than  the  loadinsr;  Secondly, 
same  net  premium  must  be  received  by  both  classes  of  companies,  no 
-e  and  no  less,  both  of  which  facts  must  exist. 

nd  now  comes  the  real  issue.      Is  it  the  function  of  the  government 

egulate  the  price  of  insurance  and  say  a  man  must  buy  his  insurance 

)ur  and  a  half  or  six  per  cent  interest,  or  is  it  not  their  duty  to  see 

:a  true  standard  of  valuation  shall  be  made  on  the  assumption  on 

ch  the  policyholder  has  bought   his  insurance,  and    to  compel   all 

together  with  the  capital  and  future  premiums 

icting  average  amount  for  expenses,  that  shall 

fulfill  the  contracts  they  have  made  with  their 

7  to  this  they  are  solvent,  and  are  just  as  worthy 

ly  much  more  so  than  purely  mutual  companies 

>ocket  interest  of  stockholdfers  is  the  very  best 

igement.     For  in  a  purely  mutual  company  the 

^ement,  and  hence  the  amounts  generally  paid 

conservative    influence   is  much  less  than  is 

urely  mutual  company.     In  the  report  of  the 

)erintendent  of  insurance,  for  1S68,  are  the  fol- 

ng  words  :  **  It  does  not  always  follow,  as  it  is  sometimes  supposed, 

a  purely  mutual  company  is  the  most  profitable  one  to  the  injured. 

id  companies,  or  those  purely  mutual  may,  by  superior  skill  and 

r  advantages,  actually  make  the  largest  dividends  of  surplus  profits 

3l  icy  holders." — Page  xc,  Report  1867. 

3w  I  come  to  the  real  question.     Can  there  be  such  a  thing  as  impair- 

t  when  the  total  assets,  capital  included,  are  more  than  the  liabilities? 

ainly  not,  for  the  capital  cannot  be  both  an  asset  and  a  liability.     As 

rdsthe  policy  holder,  it  must  be  an  asset,  and  as  the  indebtedness  is 

to  the  policy  holders,  why  charge  it  as  a  liability?  And  here  I  would 

was  it  not  subscribed  for  the  especial  purpose  of  risk,  and  for  addi- 

il  security  to  the  policy  holders?    And  should  the  company  ever  get 

a  position   where  its  assets,  including  capital,  are  not  enough  to 

isure  its  risks,  will  any  of  it  ever  return  to  the  stockholders  until 

claim  is  satified?    Certainly  not.     Much  has  been 

itions,  because  a  few  English  companies  anticipated 

mted  the  whole  of  its  present  value  a«  present  assets, 

the  value  of  future  cost  of  collections.      This  of 

1  to  ruin,  but  had  they  been  compelled  to  publish 

;hen  their  erroneous  statements    would  have   soon 

al  companies,  before  the  policyholder  could  have 

>osition,  I  quote  the  following  letter  from  the  Hon. 

WJkat  is  an  Impaired  Capital  f 

:hat  when  the  premium  reserve  of  a  '-oung  life  , 
than  the  net  value  of  its  policies,  ^  .Ijrmined 
,  there  is  an  **  impairment  of  capital ''  .'o  the 
not  a  Boston  nor  a  Massachusetts  notion.  If 
been  borrowed  from  Albany  or  the  State  of 
lot  originate  here,  you  may  see  by  consulting 
ice  reports,  especially  the  eighth,  for  1863 
I.    And  that  it  receives  no  legal  countenance 
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re,  70U  may  see  by  consul tii 
itute  does  not  withdraw  the 
►ets,  including  the  f  aid-up  ci 
i  value  of  all  the  policies,  bu 
;  capital  stock.  Its  theory 
:  capital  is  to  construct  the  1 
lole  of  it,  plus  the  margins  c 
J  company  is  all  right,  or  th< 
fulfil  its  contracts.  Massa( 
upany's  capital  impaired  be< 
insure  lives,  than  a  railroad 
preparing  to  transport  freig 
jard  to  either  company  is: 
e? 

fet  it  seems  to  be  a  comi 
artcrs,  that  the  establishrae 
mdest  and  most  beneficent 
it  nothing  at  all,  or  at  most 
one  or  two  years.  In  other 
t  has  a  right  to  grow  at  all, 
croscopic  seed  fecundated  bj 
this  sort  ever  happened,  or  I 
8  or  any  other  sort  of  insura 
t  only  to  pay  his  share  of  th< 
1  own  risk  of  having  to  be  in 
erable  sum  (in  fire  and  nr 
her  directly  or  by  means  of  I 
ensive  organization  by  mea 
unities  when  required  be  \ 
ly  have  existed  organizations 
:isisions  of  chance  than  ar 
ults,  the  expenses  of  constru 
e  class  of  policyholders  to 
:essity  of  human  nature  that 
any  one  who  denies  them  i 
thout  them  in  the  future,  ma 
Hleavy  construction  expenses 
portant  do  some  of  the  olc 
!y  offer  higher  **  first  commi 
18,  in  fact,  in  some  instances 
sir  own  favor.  Yet  this  expei 
their  case  as  in  that  of  a  neiR 
n  must  necessarily  be  crea 
npany*8  commission  are  all 
rtially  so.  What  proportior 
istruction  will  depend  large) 
;miums.  If  the  premiums  a 
senses,  and  the  sum  will  be  r 
:  outset  unquestionably  work 
a  company.  After  it  has  wel 
ent  then,  is,  after  you  kno 
w  much  company  have  you 
int  of  capital  is  one  which  cs 
vernraent  cannot  convenient 
^miums  charged  by  a  comp 
smiums  assumed  to  be  safe 
n  accomplish  its  object  of 
;urance,  requiring  every  com 
imiums  already  paid  without 
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new  companies  for  the  public  benefit 
-ohibiting  capitalisU  from  investing 
re  premiums,  or  in  future  excesses  of 
imed  by  the  government.  When  no 
on  might  be  necessary,  perhaps,  if  it 
0  secure  the  perpetuity  of  companies 
:he  rate  of  interest,  but  it  may  well  be 
n  which  stops  short  of  this  and  yet 
te  event  of  the  company's  failure,  all 
Lving  the  stockholders  to  look  out  for 
it 

>y  youi*  company  are,  equivalent  on 
i  of  fifteen  per  cent  paid  in  advance, 
the  future,  I  see  no  reason  to  believe 
st  assumptions  for  the  future  would 
Anything  to  justify  a  policyholder  in 
e  the  reverse.  The  basis  obtained 
n  and  the  policyholders  in  a  state  of 
premiums. 

:  a  company  $50,000  out  of  its  capital 
:ies  on  lives  at  forty,  insuring  $2,000 
[instead  of  $62.60)-  Here  is  an  annual 
,  with  interest  at  only  four  per  cent 
f  the  Actuaries'  table,  will  pay  all  the 
expenses,  keep  up  a  Massachusetts 
lus.  This  minimmm  annual  surplus 
as  a  present  value  equal  to  $59,000 
>2  invested  at  four  per  cent.  But  this 
»onitbecomes  a  certainty,  which  only 
heck, 
■y  truly  yours, 

Elizur  Wrioht. 

in  from  Illinois  said  that  while  the 
X  doubled,  that  their  resources  had  de- 
ft reason  therefor,  and  false  conclusions 
I,  therefore,  explain  that  the  cause 

0  be  found  in  the  immense  increase  of 
>f  getting  the  policy  falls,  and  that 
accounted  for  by  the  business  chang- 
payment  life  and  the  dividing  of  the 
iously  done  once  in  five  years.  The 
ig  much  larger  on  endowment  and 
nary  life  plan. 

!  convention  to  payment  of  dividends, 

1  be  allowed  to  be  paid  except  at  pay- 
mium  together  with  the  net  earnings 
as  otherwise  the  older  purely  mutual 
properly  belong  to  their  old  policy- 
in  giving  them  dividends  they  have 

ould  at  once  be  stopped. 

port  on  surrender  values  is  fraught 

>ns,  viz. : 

[  retire   on   unfounded  reports,    and 

:  impaired. 

luse  a  run  to  be  made  on  a  life  insur- 

solvent,  and  compel  it  to  sacrifice 

tame  principle  as  a  savings  bank. 
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TJkirdly---Stt  values  cannot  determine 
policy  without  taking  into  account  the  cos 

Now  comes  the  question.  Should  the  st 
the  policy?  I  answer  most  decidedly,  y< 
following  suggestions  on  that  subject :  i.  ' 
withdraw  upon  finding  another  member 
and  for  the  same  amount  of  insurance,  or 
hovrever,  pay  his  share  of  the  expenses  wh 
risk  the  company  had  run,  and  also  pay  a 
cost  of  getting  another  new  member  to  tal 
to  retire  on  anjr  other  terms  than  this,  and 
particular  policy  with  him,  it  will  most 
and  destroy  the  very  foundations  on  whicl 

From  what  has  already  been  proven,  1 1; 
entertained  but  that  a  valuation  on  the  ac 
only  test  of  solvency,  deducting  however 
business.  But  as  this  is  difficult  to  make, 
valuation  on  four  per  cent  interest  be  mad 
on  either  the  Actuaries'  or  American  Exper 
that  in  the  case  of  all  companies  that  sho^ 
are  known  to  be  solvent  and  of  correct 
tion  should  be  made  on  the  actual  premh 
therefrom  fifteen  per  cent  for  expenses,  wh 
cost,  until  they  can  recover  from  said  imp 

Stock  companies  should  not  be  allowec 
stockholders  above  seven  per  cent  on  their  i 
including  capital,  surplus,  and  the  actual  ] 
deducting  expenses,  shall  make  a  four  per 

The  Hon.  Elizur  Wright  said  that  the  m 
if  they  knew  their  own  interest,  woulc 
per  cent,  or  even  three  per  cent  reserve.  *] 
nowever  that  each  policyholder  gets  his  ea 
is  not  the  fact,  for  it  is  well  known  to  th 
mutual  companies  are  tempted  to  use  a 
actually  belongs  to  their  old  members,  an 
commissions,  to  get  new  business,  and  pay 
they  have  not  earned ;  and  on  that  accoun 
law  committee  that  they  frame  the  new 
protected.  To  this  end  I  would  suggest  tl 
able  until  the  member's  own  money,  with 
'of  the  company,  shall  amount  to  the  su 
further,  and  make  the  policy  payable  whe 
shall  equal  the  sum  insured.  If  the  men 
should  be  allowed  to  borrow  on  his  policy 
sum  not  exceeding  fifty  per  cent  of  the  i 
purpose  of  paying  his  premium,  and  for  r 
ne  neglects  to  pay  his  premium,  after  he  hi 
his  policy  should  be  kept  in  force  for  an  ec 
as  if  he  had  paid  annual  premiums,  allowin 
to  deduct  the  forborne  premiums  and  intei 
this  principle  is,  that  many  policies  are  t 
sickness  or  the  absence  from  home  of  the 
lapse  and  forfeiting  the  member's  mon< 
once  be  stopped,  for  the  reason  that  our 
whose  interest  wc  seek  to  protect,  are  ofte 
policy,  because  of  the  sickness  or  absen< 
brother.  In  reply  to  what  Mr.  Goodsell  si 
amounts  in  the  hands  of  asents,  I  would 
from  large  new  business  before  the  comp 
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lOttnts  in  the  hands  of  agenU  comes 
panies  give  thirty  days'  grace,  hence 
IS  treat  their  members  with  liberality, 
^  in  the  hands  of  agents,  than  those 
)t  paid  on  the  day  it  falls  due.  The 
isconsin  and  Michigan,  prove  con- 
urance  companies  shoula  not  make 
or  even  in  one  state,  and  further, 
eta  should  be  in  United  States  bonds, 
n  insurance,  and  that  our  risks  should 
id  that  on  that  account  all  companies 
plus  over  and  above  the  net  reserve, 

that  might  happen.  We  have  had 
lome  of  our  best  companies,  and  we 
e,  cholera  or  yellow  fever,  and  our 
ind  above  the  reserve  and  holding  on 
sting  any  and  every  emergency  that 
>ses  alone  saved  our  fire  companies 

soon  come,  when  the  same  test  will 
npanies,  hence  I  hold  that  the  policy- 
y  more  than  dividends. 

have  the  oleasure  of  introducing  to 
rk. 

V.  P.  Stewart. 

hat  I  should  say  on  this  subject.  In 
eems  to  me  that  the  ground  has  been 
illy  covered.  But  as  the  gentleman 
;eously  and  kindly  invited  me  to  take 
^,  and  shall  take  pleasure  in  recording 
understood,  however,  Mr.  Fackler  to 
^r.  Sheppard  Homans  had  something 
1  like  an  occasion  to  do  so ;  and  I  feel 
>  the  gentleman  from  North  Carolina, 
ray  to  Mr.  Homans. 
'jt  by  the  Hon.  Mr.  Miller,  it  seems  to 
5  remarks  has  been  in  favor  of  a  low 
upon  to  speak  earlier,  I  should  have, 
at  some  length  upon  this  head.  But 
sion  that  a  four  and  a  half  rate  is 
,  or  had  received  the  impression  in 
>resent  discussion  was  to  determine 
ssume  in  valuing  a  company's  liabi li- 
that  when  you  go  beyond  that,  and 
sion  the  relative  rights  of  the  policy- 
ire  extending  the  question  far  into 
to  arrive  at  a  Just  conclusion.  As  I 
as  as  to  the  effect  upon  the  company 
;ompany's  liabilities,  it  seems  to  me 
Eis  a  company.  But  Professor  Wright 
le  policyholders  could  be  heard  upon 
vote,  they  would  unanimously  vote 
of  its  favoring  the  older  policyholders, 
h  I  may  not  have  understood  him 
;ir  burdens  on  the  tontine  principle, 
question  of  the  table  of  mortalities, 
learly,  if  not  quite,  as  unanimous  on 
Lve  told  you  that  there  was  little  or  no 
ble  and  the  Actuaries*  Uble.    I  know 
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that  the  substitution  of  a  different  table  of  n 
lower  rate  of  interest,  would  occasion  a  deal 
life  officers.  I  think  it  would  endanger  th 
depriving  them  of  the  immediate  means  < 
being  most  material  to  a  company's  stabil 
experience  is,  that  actual  experience  will  fa\ 
than  the  other,  and  will  substantially  pre 
ages  and  older  ages,  the  death  rate  will  a] 
table.  Mr.  Clarke,  I  believe,  a  short  time 
during  the  year  1870  there  was  an  lexcesi 
undertake  to  say  what  relation  the  actual  m 
for  the  year,  but  he  left  the  impression  that 
tality,  and  that  in  some  way  that  excessive 
the  value  of  the  American  table,  inasmuch 
many  years  and  was  confined  to  the  experie 
attention  has  been  directed  to  this  questii 
made  some  estimate  of  the  mortality  for  the 
my  own  calculations  are,  that  the  excessive 
mortality  among  that  class  of  policyholder 
the  company  with  which  I  am  connected,  th( 
what  less  than  the  assumed  death  rate,  w 
were  much  in  excess  of  the  average  policy, 
there  were  6,000  deaths  and  that  there  wer 
upon  those  6,000  policies.  Now  that  woulc 
upon  each  policy  was  about  three  thousand 
The  average  policy  carried  by  the  companic 
have  seen  it  put  very  oflen,  is  about  t 
It  would  follow,  then,  from  Mr.  Clarke's  o 
the  average  death  rate  or  average  polic 
was  much  in  excess  of  the  average  poli< 
and  it  seems  to  me  that  it  would  indie 
that  class  of  lives.  In  the  case  of  the  tab 
true,  perhaps  it  would  be  well  for  the  co 
tion  under  consideration,  and  make  inquii 
be  a  limit  upon  the  insurance  carried  u 
myself,  there  should  be.  I  think  no  compa 
safely  insure  $50,000  upon  a  single  life,  and 
that  $10,000  should  be  the  limit. 

But,  in  regard  to  the  question  of  interest  i 
an  actuary  I  would  'be  emphatically  in  fav< 
mortality,  not  only  from  patriotic  motives,  r 
recognize  the  labors  of  our  actuaries,  but 
whole,  to  be  as  serviceable,  as  valuable, 
purposes  as  any  other.  This  (question  of  m 
to  make  it  a  permanent  table,  it  seems  to  m 
now  an  experimental  table,  and  this,  it  seen 
as  any  other.  We  want  a  table  to  go  on 
future  years  we  can  construct  one  more  neai 
don't  see  but  we  shall  be  at  liberty  to  accc 
interest,  I  think  that  four-and-a-half  is  abso 
rate.  As  connected  with  the  Mutual  Life  c 
per  cent  would,  perhaps,  be  right  for  them, 
actuary  to  say,  in  this  discussion,  that  I  con 
than  four-and-a-half  per  cent  to  be  absolute 

With  these  remarKs,  Mr.  President,  I  wil 
to  takp  roy  pJarf  onH  fill  out  the  rest  of  th*  t 
from  North  Carolina,  as  I  understood  thai 
him. 
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Bfr.  Clarke,  of  Massachusetts :  I  rise  to  make  a  single  correction  in 
the  statement  that  I  made  touching  the  mortality  of  1870.  It  had  no 
reference  whatever  to  the  American  Experience  Table — so  called.  I 
distinctly  avowed,  in  the  commencement  of  my  remarks,  no  design  to 
cist  ft  single  imputation  upon  that  table  or  upon  its  eminent  author.  I 
onlj  quoted  the  mortality  record  of  1870  as  one  of  the  reasons  for  an 
effort  to  secure  the  experiences  of  all  American  companies  in  the 
preparation  of  a  permanent  table  of  mortality.  And  now  I  will  say  in  a 
word,  that  my  great  objection  to  the  adoption,  as  a  permanent  standard 
of  the  present  American  table,  is  the  fact  that  it  covers  but  twenty  years 
of  the  experience  of  but  a  single  company;  and  what  we  want  is  a 
standard  to  be  eliminated  from  the  experiences  of  all  our  American 
companies,  which,  of  course,  will  be  a  work  of  years.  But  we  want  a 
tableof  mortality  which  will  be  acceptable  to  the  companies  in  all  the 
states — not  a  table  in  regard  to  which  any  insurance  man,  official  or 
otherwise,  can  claim  a  mere  locality.  We  want  a  general  table,  and  one 
that  is  American  in  the  best  sense  of  the  term.  I  therefore  again  disclaim 
aoy  intention  in  questioning  the  figures,  which  I  did,  of  making  any 
application  to  the  present  American  table. 

Mr.  Smith,  of  Kentucky :  I  rise  to  ask  the  convention  now  to  invite 
Mr.  Homans  to  address  them  upon  any  subject  pertaining  to  this  report 
of  the  committee,  and  that  it  be  without  any  special  limit  of  time.  I 
know  how  embarrassing  it  would  be  to  one  who  understands  thoroughly 
the  whole  of  this  question  to  feel  that  he  will  be  obliged  to  close  within  a 
certain  number  of  minutes;  and  from  past  experience  I  am  satisfied  that 
Mr.  Homans  will  not  overtax  our  patience. 

Mr.  MiLLRR,  of  New  York:  I  second  that  motion,  and  hope  it  will  be 
carried  without  dissent,  because  we  have  had  examples  of  Mr.  Homans' 
pccaliar  brevity,  and  w©  have  no  fear  that  he  will  wearjr  any  one.  But  I 
wish,  before  Mr.  Homans  takes  the  fioor,  and  before  this  question  is  put, 
to  be  allowed  to  ask  Mr.  Clarke  one  question,  as  I  fear  I  may  not  have  . 
another  opportunity;  that  is,  whether  Mr.  Clarke  agrees  with  the 
assertion  of  several  gentlemen  here,  that  there  is  no  material  variation — 
no  such  variation  as  would  give  rise  to  any  apprehension  arising  from 
the  differente  between  the  American  and  the  Actuaries'  table? 

Mr.  Clarkb,  I  would  state,  Mr.  President,  that  I  hardly  consider  it  a 
£ur  question;  I  have  not  signified  that  idea,  and  I  have  all  the  way 
through  expressed  the  opinion  to  which  I  have  just  given  utterance,  and 
that  only.  And  now  let  me  say,  in  connection  with  this  interrogatory, 
that,  if  1  understand  my  friend  from  New  York,  companies  are  permitted 
to  do  business  in  Massachusetts  who  are  impaired,  even  under  the 
American  Experience  table  at  four  and  a  half  per  cent.  Did  I  so  under- 
stand you  ? 

Mr.  Miller  :  That  was  the  impression  I  had. 

Mr.  Clarks  :  I  say,  in  reply  to  that,  that  not  a  company  is  doing 
basiness  in  Massachusetts  that  is  impaired  under  the  four  per  cent  rate 
and  the  Actuaries*  and  Combined  "tables ;  I  mean  impaired  under  the 
laws  of  Massachusetts.  I  make  that  broad  statement  in  answer  to  the 
words  of  our  friend  from  New  York. 

Mr.  Miller  :  I  was  quoting  from  Mr.  Clarke.  I  understood  Mr.  Clarke 
to  say  in  his  first  remarks  that  an  impairment  exceeding  two  millions  of 
dollars  existed — so-called  **  impairment."  He  did  not  use  the  term,  of 
coarse,  according  to  the  laws  of  Massacuusetts,  but  the  general,  common 
impression,  that  an  '*  impairment,"  so-called,  of  capital  existed  of  over 
two  millions  of  dollars  in  the  companies  doing  business  in  the  state  of 
Massachusetts.  Perhaps  I  was  mistaken  in  my  understanding  of  the 
remarks. « 

Mr.  Clarke:  I  said  impairment  did  exist,  growing  partly  out  of 
financial  results  and  mainly  from  the  clerical  negligence  of  the  com- 
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panies  in  making  returns.  The  statement  which  I  have  last  made  appliei 
to  the  present,  and  I  repeat  it  that  not  a  company  is  doing  business  in 
Massachusetts  that  is  now  impaired  under  the  four  per  cent  standard, 
Every  item  of  impairment  has  been  generally  made  up,  and  every  com- 
pany has  a  fair  surplus  over  and  above  all  its  liabilities;  for  otherwise  it 
would  cease  to  do  business  in  my  state. 

The  motion  of  Mr.  Smith  inviting  Mr.  Romans  to  address  the 

convention  was  then, put  and  carried  unanimously. 

RsMARKs  OF  Ma.  Shbppard  Homans. 

Mr.  President  and  gentlemen  of  the  convention :  I  appreciate  highly 
the  compliment  that  you  have  paid  me  in  asking  me  to  give  any  remarks 
before  you ;  but  I  approach  the  subject  with  a  great  deal  of  diflBdence, 
in  fact,  a  great  deal  of  reluctance,  especially  in  regard  to  the  American 
Experience  Table  of  Mortality.  From  my  connection  with  it  I  feel  a 
repugnance  to  speaking  in  respect  to  it.  However  as  we  all  should  hold 
ourselves  ready  to  give  a  reason  for  the  faith  that  is  in  us,  I  feel  it  my 
duty  to  say  at  this  time  what  the  American  Experience  Table  i»,  and  to 
ffive  a  short  history  and  description  of  it.  That  table  was  constructed 
m  1859  from  the  experience  of  one  company — the  Mutual  Life.  It  was 
Constructed  for  the  use  of  that  company  solely.     M^  intention  was  not  to 

fublish  it,  and  not  to  use  it  outside  of  the  corporation.  In  the  year  1861 
was  sent  to  Europe  by  the  company  to  get  the  opinions  of  some  of  the 
more  eminent  actuaries  on  several  questions,  among  which  was  this  par- 
ticular table,  for  we  were  then  about  reconstructing  our  rates  of 
premium.  The  table  was  submitted  to  Mr.  Samuel  Brown,  who  has 
since  been  president  of  the  Institute  of  Actuaries,  and  to  Mr.  William 
Thomas  Thomson,  of  Edinburgh,  they  being  regarded  the  most  compe- 
tent experts  upon  the  subject,  and  their  opinion  which  was  official,  and 
written  to  the  trustees  of  the  Mutual  Life,  and  published  by  them,  was 
commendatory  of  that  table.  They  spoke  highly  of  it  as  a  result  of  the 
experience  of  that- one  company.  Having  had  occasion  to  investigate 
the  experience  of  the  same  company,  year  by  year,  some  seven  or  eight 
yeais  afterwards,  I  constructed  a  second  table,  and  in  all  important 
respects  it  was  nearly  identical  with  the  first ;  showing  that  the  first  table 
was  a  true  index  of  the  experience  of  that  company.  In  the  meantime 
the  results  of  the  experience  of  the  Mutual  Benefit  of  New  Jersey  and 
the  New  York  Life  of  this  city  were  placed  in  my  hands,  ancf  they  sub- 
stantially agreed  with  the  results  of  the  experience  of  the  Mutual  Life. 

Since  that  time,  in  1869 — two  years  ago  —  I  brought  down  the 
experience  of  the  Mutual  Life  to  that  year,  which  embraced  a  period  of 
26  years ;  taking  out  the  recent  selections,  in  order  to  get  the  experience 
among  those  who  had  been  insured  a  sufficient  length  of  time  to  eliminate 
those  results,  and  the  results  were  almost  identical.     Those  results  were 

Jmblished  in  the  proceedings  of  the  Statistical  Congress,  at  the  Hague, 
or  which  body  these  figures  were  prepared,  and  they  are  accessible  to 
any  gentleman  who  wishes  to  examine  them.  I  was  very  careful  to 
investigate  ^the  results  of  the  experience  with  reference  to  all  possible 
features,  not' only  of  recent  selection,  but  any  geographical  classes,  at 
different  ages  and  in  respect  to  different  kinds  of  policies.  One  single 
incident  will  show  the  necessity  and  value  of  such  an  investigation. 
Prior  to  a  period,  say  about  14  of  15  years  ago,  it  was  the  practice  of  all 
companies,  if  an  applicant  was  not  quite  up  to  the  standard  of  health 
which  was  prescribed,  to  say  in  effect,  "  We  cannot  give  j^ou  a  policy  for 
the  whole  of  fife,  but  we  will  give  you  a  short  term  policy,"  on  the 
supposition  that  he  would  be  good  for  five  or  seven  years.  One  of  the 
first  facts  of  experience  that  was  brought  out  in  the  Mutual  Life  was  to 
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cbow  the  absurdity  of  such  practice.  The  mortal  it/  among  holders  of 
•hort-term  policies,  from  some  cause  or  other,  was  shown  to  be  about 
twice  as  great  as  that  amon^  holders  of  whole  life  policies.  And  subse- 
<}nent  experience  and  investigation  has  shown  that  the  mortality  among 
holders  of  whole  life  policies  is  about  twice  as  ereat  as  that  among 
holders  of  endowment  policies  —  showing  the  wonderful  self-knowledge 
or  instinctive  selection  on  the  part  of  the  individual.  Since  that  time 
the  Mutual  Life  has  discontinued  the  issuing  of  term  policies,  and  I 
beHeve  but  very  few  companies  now  issue  them  at  all. 

I  have  always  regarded  the  name  of  this  table  as  slightlv  inappropriate. 
It  is  not  of  my  own  selection.  I  had  never  given  the  table  a  name ;  and 
It  was  called  by  that  name  more  for  the  purpose  of  a  designation  at  the 
time  of  a  visit  that  I  made  with  my  friend,  Mr.  Barnes,  to  Boston,  some 
four  or  five  years  ago,  which  was  undertaken  at  the  request  of  our 
cxmipanies  here  for  the  purpose  of  securing  uniformity  in  the  basis  or 
standard  of  valuation.  In  that  discussion  with  Mr.  Sanford,  the  then 
commissioner,  the  various  tables  were  considered,  our  standard  in  New 
York  being  the  English  table  number  three,  and  five  per  cent  interest; 
their  table  at  that  time  being  the  Actuaries,  or  Combined  Experience 
Mortality,  and  four  per  cent  interest  And  with  a  view  of  making  their 
standard  uniform,  in  the  hope  that  Massachusetts  would  follow,  my 
table,  which  until  then  was  in  manuscript,  was  suggested,  and  met  the 
approval  of  the  gentlemen  who  were  there. 

I  cordially  agree  with  what  Mr.  Cfarke  has  said  with  reference  to  the 
importance  of  confirming  or  refuting  the  result  of  that  table  by  continued 
experience.  The  results  of  the  experience  of  life  companies  are  their 
only  safe  rule  for  practice ;  they  furnish  the  only  basis  that  we  can  go 
upon.  And,  moreover,  if  a  table  constructed  twenty-five  or  fifty  ^ears 
^o  was  a  true  representation  of  the  mortality  at  that  time,  there  is  no 
certainty  that  it  will  be  for  the  future.  Our  type  of  mortality  is  changing. 
The  mode  of  life  is  different  now  from  what  it  was  a  quarter  of  a  century 
aco.  The  difference  between  the  Actuaries  table  and  the  American 
uperience  table  is  chiefly  in  this  particular  aspect,  that  at  the  middle 
ages,  between  30  and  60,  the  American  Experience  table  called  for  a 
greater  degree  of  vitality.  That  peculiarity  is  confirmed  by  the 
experience  of  every  single  company  in  this  country  that  I  have  seen, 
and  of  course  by  the  combined  experience  shown  in  the  several  reports  of 
tfie  commissioner  in  Massachusetts.  There  is  every  reason  to  believe, 
apon  the  inductive  process  of  reasoning',  luch  will  be  the  case  in  this 
oountrj*  It  was  a  saying  of  the  first  Napoleon  that  he  never  was  sick 
when  he  had  anything  to  do.  We  have  a  nervous  force  that  carries  us 
over  periods  when  other  persons  in  other  countries  might  succumb. 
And  even  in  our  own  country,  persons  accustomed  to  the  excitement  of 
city  life  will  often  be  able  to  tide  over  periods  that  men  enjoying  the 
more  tranquil  life  of  the  country  would  succumb  to.  And  that  is  a 
peculiarity  which  I  am  satisfied  pertains  to  American  assured  lives. 

The  experience  below  30  and  above  60  is  too  small  in  numbers  to  be  of 
any  value  either  in  this  country  or  in  Europe,  and  the  Actuaries'  table  is 
a  hypothetical  table  above  the  age  of  perhaps  60  or  65 — purely  tentative. 

My  own  table  was  made  to  exhibit  the  larger  mortality  at  those  ages. 
I  was  governed  in  that  by  the  fact  that  the  statistics  show  that  at  the 
older  ages  the  mortality  is  greater  in  this  country  than  in  Europe.  And 
if  my  first  {assumption  is  correct,  that  we  have  greater  vitality  at  the 
middle  ages,  it  would  seem  to  indicate  that  by  using  up  the  vital  forces 
we  must  Took  for  greater  mortality  at  the  older  ages.  Consequently,  the 
American  Experience  table,  as  it  is  called,  was  made  to  place  the  limit 
oflifeato5. 

There  is  one  other  point  of  difference  between  the  Actuaries'  and  the 
American  Experience,  and  that  is  that  the  American  Experience  was 
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based  strictly  on  lives  insured.  All  duplicate  and  triplicate  policies  were 
eliminated.  The  Actuaries'  table,  on  the  contrary,  was  based  upon 
Policies  not  upon  lives,  A  man  might  have  been  insured  under  sii 
different  policies  and  at  his  death  there  would  be  six  deaths.  This  is 
certainly  a  defect  in  that  table.  But,  practically,  as  has  been  stated  here 
by  experts,  and  as  to  which  I  believe  there  is  no  difference  of  opinion, 
the  two  tables  present  results  which  are  very  nearly  similar.  The  differ- 
ences are  trifling  and  not  worthy  of  consideration ;  and  I  for  one  would 
most  cheerfully  see  the  Actuaries*  table  adopted,  if  by  that  means  wc 
could  secure  uniformity  in  the  states  and  unite  in  some  system  oi 
valuation  which  would  meet  the  demands  and  approval  of  all  who  arc 
interested — all  who  are  capable  of  forming  an  intelligent  opinion  as  tc 
what  that  should  be.  And  I  hope  that  whichever  table  may  be  adopted 
the  system  of  examining  carefully  the  experience  of  companies  year  bj 
year  will  be  seen  and  appreciated.  This  convention  can  do  nothing  o 
more  service  at  this  time  than  securing  such  data  and  placing  it  in  th< 
hands  of  competent  men  to  deduce  not  only  an  American  Experieno 
table,  but  to  see  that  it  is  corrected,  verified  or  refuted,  each  year  as  w< 
go  on.     It  is  well  worth  all  the  labor  and  all  the  cost. 

In  regard  to  the  rate  of  interest  I  am  not  prepared  to  make  any  recom 
mendation.  At  the  same  time  my  own  views  are  pronounced  an( 
decided.  I  am  open  to  conviction,*  however,  if  it  can  be  shown  that  '. 
am  wrong.  It  is  a  question  upon  which  business  men  are  more  com 
petent  to  form  an  opinion  and  give  advice,  and  make  a  decision  thanth< 
actuaries,  or  any  other  officers  of  companies.  It  is  far  better  of  course 
to  err  on  the  side  of  over  caution  than  to  be  over  sanguine,  an< 
undoubtedly  a  four  per  cent  reserve  will  be  safer  and  more  conservative 
than  a  four-and-a-half  or  a  five  per  cent  standard.  But  there  is  some 
danger,  it  seems  to  me,  of  making  a  state  standard  too  severe.  In  the  firs 
place  it  it  too  severe  there  will  be  a  reaction.  If  you  attempt  to  put  i 
m  practice  in  the  winding  up  or  closing  of  companies,  there  will  be  i 
reaction  in  sympathy,  and  there  will  be  endeavors  to  find  some  means  o 
evading  the  law.  I  take  it  that  there  is  not  a  gentleman  on  this  flooi 
who  would  be  prepared  to  say  that  assuming  the  case  of  a  large  com- 
pany conducted  properly  with  honesty  and  experience  and  skill  on  the 
part  of  officers,  and  that  had  become  impaired  by  the  Actuaries  four  pci 
cent  or  even  the  American  four-and-a-half  per  cent  to  the  extent  of  itJ 
capital  that  it  should  be  wound  up.  Such  certainly  should  not  be  the 
case.  My  friend,  Mr.  Bryant,  I  think,  hit  the  mark  exactly  when  he  said 
that  this  question  of  the  valuation  is  far  more  difficult  than  we  at  first 
suppose.  I  will  go  even  further  and  say  that  in  my  opinion  there  is  nc 
general  or  uniform  rule  which  can  be  given  by  which  the  status  of  a 
company  can  be  decided.  Each  company  must  be  examined  and  judged 
by  its  own  peculiarities.  If  there  is  one  thing  more  certain  than  another 
in  the  mathematics  of  life  insurance  it  is  that  for  the  final  purposes  oJ 
determining  the  solvency,  or  the  financial  status,  of  a  life  insurance  com- 
pany the  net  system  of  valuation  is  insufficient,  it  is  not  competent  to  dc 
that.  However  desirable  in  other  respects  it  may  be  as  a  test  of  solvency, 
it  certainly  is  a  failure.  And  yet  a  state  must  have  some  one  system ; 
companies  must  be  judged  by  some  one  standard,  and  a  gross  valuation 
it  is  impossible  to  carry  out  with  all  the  different  rates  of  premium,  and 
all  the  peculiarities  of  different  companies  by  any  state.  And  if  you 
multiply  it  by  the"  number  of  states  in  the  union,  or  all  the  states  that 
have  insurance  departments,  it  will  be  simply  impossible  to  apply  the 
test. 

There  is  one  other  point  in  regard  to  interest  which  perhaps  has  been 
lost  sight  of.  In  the  city  of  New  York  for  a  large  number  of  years  in 
determining  inchoate  rights,  of  dower  and  other  life  interests,  six  pci 
cent  has  been  the  standard,  and  no  one  has  ever  objected  to  it.     I  believe 
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if  tnj  gentleman  in  this  room  were  requested  to  give  his  opinion  ir 
regard  to  the  rate  of  interest  to  be  employed  in  determining  the  righ 
of  dower  that  it  would  be  higher  than  four  per  cent.  If  any  gentleman 
wished  to  purchase  an  annuitjr  he  would  not  be  satisfied  with  the  result 
of  four  per  cent  a  year;  those  very  contingent  interests  that  I  speak  of, 
annaities  and  rights  of  dower,  can  far  better  be  taken  charge  of  by  life 
insurance  companies  than  by  individuals.  In  Great  Britain  a  large 
proportion  of  the  business  of  life  insurance  corporations  depends  upon 
those  very  contingencies.  They  make  it  their  business  to  a  great  extent 
to  purchase  these  contingencies.  And  there  is  no  reason  in  this  country 
why  a  very  large  business  may  not  also  be  done  in 'them.  Now  it  is 
absolutely  necessary  in  an  estimate  of  the  value  of  such  benefits  that  the 
ntes  of  mortality  and  interest  approximate  somewhat  to  those  which  are 
opcrienced  in  the  community,  otherwise  we  fail  in  arriving  at  a  proper 
estimate.  I  am  of  the  opinion  that  before  closing  the  affairs  of  any 
company  which  has  attained  a  respectable  size,  and  that  is  a  matter  of 
the  first  importance,  that  means  of  testing  the  financial  condition  other 
than  a  net  valuation  should  be  resorted  to. 

While  I  am  on  this  floor,  Mr.  Chairman,  I  will  mention  orie  other  item 
stated  in  the  report  of  the  committee  on  valuations,  and  that  is  the 
exclusion  of  deferred  premiums.  If  I  understand  it  right,  it  is  not  intend- 
ed—and Gen  Smith  will  correct  me  if  I  am  wrong — it  is  not  intended  to 
ttdudc  these  deferred  premiums  exactly  as  stated  in  their  report,  but 
more  for  the  purpose  of  endeavoring  to  make  all  the  payments  annually, 
and  discountenancing  the  practice  of  paying  them  quarterly  and  semi- 
annually. In  all  our  calculation  in  determining  reserves  it  is  presumed 
that  the  premiums  are  paid  annually  in  advance,  and  if  they  are  paid  in 
anv  other  way  it  is  for  the  convenience  and  interest  of  the  individual.  For 
this  reason  it  has  been  the  practice  of  our  companies  to  deduct  the 
deferred  semi-annual  and  quarterly  payments  in  settling  a  claim  by  death ; 
and  if  the  policy  is  valued  to  the  end  of  the  policy  year,  as  is  the  more 
simple  and  proper  way  to  do,  then  it  follows  as  matter  of  necessity  that 
those  quarterly  and  semi-annual  deferred  payments,  at  least  the  net 
premiums,  should  be  taken  into  account. 

Mr.  Smith  :  Will  you  allow  me  to  interrupt  you  a  moment.  You  do  not 
iraderstand  exactly  what  was  meant  by  the  exclusion  of  these  deferred 
and  unpaid  premiums,  and  getting  into  the  accounts  every  year  in  the 
annual  statements  a  lot  of  policies  not  taken.  I  am  satisfied,  and  I  sup- 
pose all  the  gentlemen  here  who  have  looked  closely  at  the  annual 
statements  and  compared  them,  will  agree  with  me  that  this  theory  of 
pajment  in  advance  is  correct;  take  those  deferred  premiums ^and 
policies  not  taken  out  of  these  statements  and  let  them  go  in  with  the 
other  net  premiums  still  due  and  be  credited  in  that  way.  It  was  not 
that  we  refused  to  credit  them  on  the  one  side  and  charge  them  on  the 
other;  that  never  entered  our  heads.  It  was  only  in  reference  to  the 
statement  of  accounts,  and  I  think  that  you  have  the  exact  idea  that 
we  intended.  I  will  will  state  another  thing  in  reference  to  that  report, 
that  when  we  used  the  expression  "stop  business"  we  meant  to  stop 
going  on  under  their  charter  for  new  business.  We  did  not  pro- 
pose to  cut  their  heads  off  and  give  them  into  the  hands  of  a  receiver, 
and  thus  give  up  all  the  money  they  did  have  to  the  sheriff  and  his  clerks. 
When  this  question  came  up  as  a  special  subject,  the  gentlemen  will 
probably  remember  that  I  took  a  special  interest  in  it,  and  it  was  with 
aticw  to  that  very  thing. 

Mr.  HoBCANs:  I  am  very  glad  to  be  corrected,  as  there  seemed  to  be 
in  the  report  some  inconsistency. 

I  do  not  know  that  I  made  myself  clear  in  one  respect  about  the 
American  Experience  table.  The  data  upon  which  that  table  was 
framed,  that  is,  the  figures  showing  the  experience,  year  by  year,  have 
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n  published  by  the  Mutual  Life  i 
t  table,  and  are  now  in  the  po 
iod  down  to  the  close  of  1869, 
ime.    The  results  can  be  verified 

trouble  of  doing  so.    It   is,  as 

experience  of  that  company, 
the  results  of  other  companies 
re  worthy  of  regard  than  it  wou 
erience  of  one  company.  As  si 
sideration,  although  it  is  the  1; 
ig  confirmed  by  the  experience 
w,  and  by  the  results  of  later 
thy  of  confidence  than  it  would  c 

believe,  Mr.  Chairman,  I  have 
ject,  and  I  will  close  by  remarl 
irance  officers  in  this  city,  I  take 

have  great  confidence  that  your 
link  it  is  fortunate  that  you  I 
ipetent  to  go  to  the  foundation 
is  of  all  life  insurance  practice  a 
vrledge  of  mathematics  it  is  imp* 
rse  the  mathematical  basis  is  on 
it  important,  but  it  is  a  porti( 
unity.  The  results  of  mathemi 
.hematicians  acquire  the  reput 
iing  tenaciously  to  their  opii 
Bidered  in  that  connection,  that 
18,  and  are  not  matters  of  opi 
^lute  in  their  character;  and,  of 
perly,  a  mathematician  must  hoi 
believe,  myself,  that  the  practice 
highest  perfection.  We  have, 
ntries  of  Europe,  both  in  the  ami 
laged.  Our  system  of  endow 
Liliar  to  this  country.     It  was  ne 

it  is  certainly  productive  of  a  gr 
:  question  of  expense  is  one  uj: 
mination.  Our  whole  system  of 
enses,  it  seems  to  me  is  wrong,  s 
nge  their  mode,  and  to  make 
tract  reasoning  would  show.  Bi 
ng  a  much  better  form  of  policy 
irance. 

1  regard  to  surrender  values,  whi 
committee,  and  in  regard  to  whi 
ord  now,  my  own  views  differ  be 
ic  who  have  written  on  the  subje 
he  interest  of  an  individual  in  th 
purpose  of  withdrawing  by  surrc 
a  company,  is  simply  this  :  he  si 
ti  year  accumulated  at  interest 
ipany  has  been  subjected  to  it  on 
enses,  but  also  for  his  assessr 
/ireen  such  credit  and  debit,  at  th< 
ie,  will  show  the  fund  which  is 
It  fund  is,  of  course,  the  reserve 
plus  has  been  equitably  distribut 
i  that  is  simply  a  reserve  on  th< 
lion,  the  true  surrender  value  y 
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»y  one  equal Ij  adranUgeous  to  the 
8  been  given  out  bj  mj  friend,  Mr. 
lents  ago.  That  is  also  a  means  of 
>roportion,  of  the  interest  of  an 
f  a  company  in  case  it  is  wound  up. 
a  receiver,  the  interest  of  each  man 
it  is  more  or  less  than  sufficient  to 
letermined  in  that  waj,  simply  a 
[  to  the  company  and  what  he  has 
8.     (Applause.) 

linnesota,  Mr.  N.  D.  Morgan, 
Life  insurance  company,  was 


Mr.  N.  D.  Morgan. 

rail  myself  of  this  opportunity  to 
.  construction  which  may  have  been 
e  honor  of  making  last  week  before 
the  rate  of  interest  which  should  be 
»f  a  life  company.  At  that  time  I 
storical  fact  as  to  what  could  have 
;  years  ago.  Since  that  time  there 
surance  companies  organized,  and 
[e  in  the  conditions  under  which  the 
rking.  Under  the  present  state  of 
of  business,  it  is  almost  impossible 
)f  life  insurance  can  succeed  on  a 
:e,  it  should  be  considered  by  this 
f  the  cause  which  has  called  you 
\  as  they  exist,  and  so  frame  your 
B  of  the  existing  condition  of  life 
,  therefore,  if  they  are  of  any  weight 
erest  not  less  than  four  and  a  half 
of  the  worthiness  of  an  insurance 
rchance,  a  company  should  happen 
ution  has  been  presented,  and,  I 
i  house,  that  the  gross  system  shall 
against  such  a  company.  I  simply 
into  consideration  all  the  circum- 
avor  of  a  four  and  a  half  per  ceni 

resolution  introduced  this  morning 
ts  and  investments;  and  as  I  shall 
tt  session,  having  my  report  ready 

ENTS :  Capital  Stock  Notks. 

Rtments,  to  whom  was  referred  the 
nd  report  what  proportion,  if  nny, 
ance  companies  should  be  invented 
ort: 

guage  of  the  resolution,  as  well  as 
le  mover,  that  by  '*  htock  notes"  is 
f  stockholders.  With  reference  to 
previous  report,  made  at  the  May 
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"  Loans  of  all  kinds,  having  the  security  of  names  alonty  although  in 
all  respects  good  bankable  paper,  the  committee  believe  should  be  entirely 
disregarded  by  the  insurance  officer  as  assets;  a  single  exception  being 
made  in  case  of  marine  companies,  which,  by  the  usage  of  all  communi- 
ties, receive  payment  for  premiums  in  the  notes  or  book  charges  of  the 
insured." 

From  this  doctrine  the  committee  feel  no  inclination  to  recede,  but,  on 
the  contrary,  they  believe  it  should  be  rigidly  adhered  to  and  enforced. 
Insurance  companies,  when  once  they  have  offered  themselves  to  the 
public  as  insurers  of  the  property  of  others,  under  the  pledge  of  a  capital 
stock  as  security,  the  committee  regard  as  trustees,  holding  as  such,  not 
only  the  premiums  received  necessary  for  a  safe  reserve,  but  the  capital 
also.  As  such  trustees,  ample  security,  of  a  firm  and  undoubted 
character,  for  every  loan  or  investment,  should  be  demanded.  Personal 
security  of  names  alone,  subject  as  it  is  at  all  times  to  the  incidents  of 
death,  financial  embarrassment  and  monetary  crises,  is  of  that  unreliable 
character  that  no  trustee  of  any  public  fund,  such  as  that  in  question, 
should  ever  be  at  liberty  to  accept 

Albert  W.  Painb,  Chairman, 

The  convention  then  adjourned  to  meet  at  the  St.  Nicholas 
hotel  at  7  o'clock  P.  M. 


EVENING   SESSION. 

The  convention  was  called  to  order  at  8  o'clock,  the  vice- 
president,  Mr.  Breese,  in  the  chair. 

At  the  request  of  the  convention,  on  motion  of  Mr.  Gaines,  of 

Louisiana,  the  secretary  read  the  circular  letter,  sent  out  by  the 

committee  on   rate  of  interest,  mortality,  etc.,  since  the   first 

session,  to  leading  capitalists  and  moneyed  men,  and  the  replies 

received  from  them ;  all  of  which  form  the  appendix   to    the 

report  of  the  committee  on  taxation,  rate  of  interest,  etc.,  and 

will  be  found  in  the  appropriate  place  in  this  volume. 

Mr.  Smith,  of  Kentuckv:  There  being  no  other  business  before  the 
convention,  and  it  being  in  order,  I  move  that  we  now  invite  Mr.  John 
W.  Falk,  secretary  of  the  National  Life  insurance  company  of  New 
York,  who  is  here  present,  to  address  the  convention. 

The  motion  was  seconded,  and  on  being  put  by  the  chair,  was 

unanimously  adopted. 

Mr.  Falk  then  addressed  the  convention  as  follows : 

Remarks  of  Mr.  John  W.  Falk. 

Mr.  President  and  gentlemen  of  the  convention :  The  question  before 
you  is  the  adoption  of  a  table  of  mortality  and  rate  of  interest  to  be 
uniform  in  all  the  states;  and  the  contrast  seems  to  be  between  the 
American  Experience  table  of  mortality,  and  the  Actuaries'  table  and 
four  and  four-and-a-half  per  cent  interest.  It  is  certainly  very  desirable 
that  uniformity  should  prevail  on  this  subject. 
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n  the  advocates  of  the  two  different 
t  tablet  of  mortalitj  but  between  the 
There  has  been  of  late  an  insane 
tisfied  that  if  the  present  premiums 
dividends  paid  that  a  rate  of  interest 
lopted  as  a  basis,  and  the  companies 

Irst,  actuarial  skill,  and  of  that  you 
^ou  have  had  before  you  some  of  the 
it  also  acquires  a  certain  amount  of 

ality  tables.  I  must  say  that  I  prefer 
cause  in  the  higher  ages  of  life,  say 
Jicy  give  a  greater  rate  of  mortality 
Homans  said  this  afternoon,  in  this 
and  we  work  fast,  and  we  use  up  our 
reaches  the  age  of  sixty  or  sixty«iive 

Lmerican  table  at  four  per  cent,  the 
ty  that  has  been  insured  twenty  years 
o?  Then  how  can  any  man  in  this 
ige  of  eighty,  $500  in  hand  and  a  pre- 
nt  to  meet  $1,000  at  death  ?  I  do  not 
ike  into  consideration  the  impairment 

ips,  best  illustrated  by  citing  one  old 
the  Mutual  Life  of  New  York  by  sell- 
i  general  clearing  out  of  the  house,  and 
1  made  the  biggest  dividend  they  had 
id  at  that  time  that  the  dividend  was 
;o  occur  again.  What  was  the  result? 
•  work  and  taking  this  dividend  as  the 

progressive  dividends  showing  what 
rere  beautiful  tables.  Some  of  them 
jack  and  twelve  per  cent  interest.  The 
The  New  England,  according  to  the 
36  $143.50  for  every  $100  of  liabilities. 
;  Mutual  Life.  What  was  the  result? 
id  :  **  If  you  don't  give  us  a  chance  to 
insurance."    And  the  New  England 

assets  down  from  $143*50  for  every 
tie  next  down  to  $101.      That  is  an 

a  large  dividend. 

lew  company  whose  name  I  shall  not 
:  insurance  table  it  was  shown  that  for 
ims  it  cost  them  $102  in  expense.  And 
ly  that  they  declared  a  dividend  upon 

t  place,  do  not  tend  to  the  safety  of  the 
ace,  thev  tend  to  the  injury  of  every 
n  fact,  the  great  cry  here  of  late  seems 
ipanies  solvent  in  the  future,  but  how 
irn  to  a  man  for  his  money, 
rtemus  Ward.  Shortly  after  the  con- 
nany  songs,  and  some  of  them  would 
battle,  mother,"  **  Rock  me  to  sleep, 
e,  mother."  Everything  was  mother, 
it  about  time  to  give  the  old  man  a 
ke  in  life  insurance.     Everything  has 
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been  for  the  new  man. 
are  not  certainly  for  th 

Now,  then,  what  ai 
they  are  interest-beari 
assets  of  a  company,  th 
non-interest-bearing  at 

Then,  again,  impai 
meaning.  The  gentl ; 
company  put  it  up  witl 
risked  to  establish  the  i 
reserve,  including  ever 
is  solvent,  I  believe,  a< 
wrong,  my  friend,  Mr 
stated  as  a  liability,  an 
publishing  statements 
that  a  company  that  hi 
•  look  at  it  and  see  what 
one  with  a  capital  of  $i 
In  the  one  case  the  sto 
$500,000.  and  in  the  ot 
the  end  of  five  years  be 
n«8s,  and  the  company 
and  therefore  ought  1 
$1,000,000  capital,  has 
because  it  has  lost  hall 

I  can  give  you  an  < 
strongest  in  the  Union 
notes,  all  the  deferred 
and  all  the  assets  not 
per  cent  basis,  for  ever 
Vermont;  a  company 
which  four  years  after 
sunk  $75,000  out  of  $ic 
have  been  wound  up ; 
in  the  land. 

New  business,  genth 
it  is  the  only  thing  thi 
close  its  doors  to-day, 
it  can  do  its  business  0 
cent.  In  estimating  th 
estimate  not  what  ar 
expenses  on  new  busin 
are  the  first  dollars  ths 
get  that  business.  Ai 
new  $1000,  and  it  cost 
is  the  more  economica 

I  heard  one  of  the  ( 
became  somewhat  imp 
in  suspending  it  betwe 
cuperate.  They  might 
you  stop  a  company  fi 
and  you  might  as  well 
eating  sausages,  confic 
you  have  destroyed  th 

These  are  simply  a  i 
it  remarked  by  one  del 
companies.  1  will  tell 
of  mortality.  It  has  b 
the  backs  of  the  polici< 
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been  a  life  insurance  agent;  and  we  know  that  life  insurance  agents,  if 
tbejrdo  not  actually  lie,  yet  they  sometimes  stretch  t|ie  truth  mostwonder- 
fullj,  and  people  have  unheard  of  dividends  promised  to  them,  but  the 
result  is  that  the  dividends  fall  so  short  of  the  amount  promised,  that  the 
policyholders  become  so  far  disgusted  that  if  thej  can  get  anything 
back  they  withdraw.  And  if  there  is  a  surrender  value  endorsed  on 
tiie  back  of  the  policy,  they  withdraw  the  quicker. 

Now  who  withdraws  ?  None  but  the  well.  If  the  man  has  got  sick  he 
does  not  care  what  the  insurance  may  cost,  he  will  stick.  And  the 
increased  mortality  is  owing  to  the  well  going  out,  and  getting  their 
money  back.  The  surrender  value  should  depend  upon  the  present  state 
of  I  man's  health.  I  will  give  an  example.  I  was  in  Stowe  in  the 
Summer  of  1870.  A  gentleman  who  was  insured  in  the  National  Life 
came  to  me  and  said,  "  Mr.  Falk  I  want  $5,000  more  insurance  on  my 
life."  I  said,  **  I  am  vtry  sorry  that  we  cannot  take  you.*'  Said  he, 
"what  is  the  matter  ?"  I  said,  "you  have  had  an  attack  of  paralysis, 
and  the  company  does  not  want  to  insure  you  any  further.*'  He  said 
''this  is  a  big  humbug.  I  wish  to  take  it."  I  immediately  telegraphed  to 
the  company  knd  received  their  reply.  I  called  on  him  and  said, '*  do 
joa  wish  to  get  out  of  the  company?**  He  said,  **yes.*'  I  said,  **  sit  down 
and  write  out  every  premium  that  you  have  paid,  and  we  will  allow  you 
all  the  money  that  you  have  paid,  and  ten  per  cent  interest."  Said  he, 
"willvou  do  that  with  everybody?**  I  said,  "not  by  a  long  sight,  but 
we  will  consider  that  we  are  making  a  good  bargain. for  the  rest  of  the 
policyholders  to  get  rid  of  you  at  that  rate.*' 

I  will  simply  make  one  remark  in  regard  to  the  winding  up  of  com- 
panies. Where  a  company  has  no  more  actual  assets  than  will  suffice 
to  reinsure,  including,  of  course,  its  capital,  it  is  time  that  some  stop 
ihould  be  put  to  it.  But  how  shall  it  be  done?  Shall  a  receiver  be 
appointed,  and  a  lot  of  men  put  in  there,  and  all  the  money  belonging 
to  the  policyholders  eaten  up  ?  Not  by  any  means.  Let  the  officers  of 
the  company  place  the  insurance  in  a  goocf,  safe  company.  That  is  the 
tnie  way  to  wind  up  a  company.  But  never  wind  up  a  company  unless 
it  is  commercially  insolvent,  A  company  may  have  used  up  every  dollar 
of  its  money,  and  yet  have  such  a  business  that  other  companies  would 
be  glad  to  get  and  pay  a  bonus  for  it.  If  the  company  has  been 
honestly  managed,  give  it  a  chance  to  recuperate. 

My  idea,  therefore,  is  that  four  cent  is  a  sufficiently  high  rat'eof  interest 
to  estimate  for  the  future,  but  that  no  dividends  should  be  paid  until  the 
amount  of  money  credited  to  a  man  equals  the  sum  insured.  And  then  we 
don't  want  to  pay  any  dividend  for  they  have  given  him  his  money 
back. 

Thanking  you,  gentlemen,  for  your  kindness  and  attention  I  will  now 
dose. 

Mr.  Clarkk,  of  Massachusetts :  I  am  bound  to  defend  my  own  figures. 
I  stated  in  the  convention  to-day  the  number  of  policies  that  terminated 
bj  death  in  1870,  with  the  amount  of  insurance  covered  by  those  policies. 
The  statement  has  been  misquoted  in  various  ways,  and  by  the  gentleman 
who  has  just  now  addressed  us. 

The  number  of  policies  which  I  named  terminated  by  death.  The 
question  of  lapses  had  nothing  to  do  with  it.  The  number  of  policies  ter- 
mmated  by  death  in  sixty-five  companies  doin^  business  in  the  state  of 
Massachusetts  in  1870  was  6343,  every  one  of  them  by  death — an  excess 
^^'239  over  the  previous  year.  I  make  this  statement  simply  to  correct 
u/  misapprehension  that  may  have  arisen  in  consequence  of  the  mis- 
statement which  has  just  been  made. 

Mr.  Falk  :  I  did  not  wish  to  controvert  Mr.  Clarke's  statement  at  all, 
^t  the  deaths  have  increased,  but  one  of  the  principal,  causes  of  that  in- 
crease is  that  the  healthy  men  have  left  the  companies,  and  that  has  made 
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he  proportion  so  much  the  larger, 
he  amount  of  the  policies  lapsed  an 
ccount  for  the  increase  of  deaths. 

Mr.  Harvey,  of  Missouri :  I  woi 
le  suggests  what  ought  to  be  do 
ertain  circumstances.  I  would  i 
ompany  with  assets  somewhat  lei 
annot  find  any  other  company  t< 
t  is  not  now  in  the  province  of 
premiums  and  keep  up  the  insurai 
he  risks.  In  some  way,  either  by 
las  got  itself  in  that  condition.  'V 
hose  policyholders  ? 

Mr.  Falk:  I  believe  that  inst 
ook  to  the  assets,  but  also  to  the 
nent  of  the  company.  Mr.  Miller 
rinding-up  of  the  Farmers  and 
ime  had  ample  assets  to  re-insure 
te  knew  that  the  company  was  fn 
irere  covered  with  dummy  policie 
lishonest  practices  had  been  res< 
,nd,  therefore,  he  wound  it  up 
'usiness  honestly  and  fairly,  and 
an  get  re-insurance  with  its  rese 
nanaged  should  be  nipped  in  the  bi 

Mr.  Harvey:  That  does  not 
Suppose  they  cannot  get  a  compai 
lere  are  a  number  of  policyholi 
premiums,  and  the  money  has 
perhaps  a  half  or  two-thirds,  rema 
ome  protection  somewhere.  You  < 
eceiver  and  lose  it  all.  I  want  sc 
nade  to  protect  the  policyholders 
ake  the  risks. 

Mr.  Falk  :  The  point  is  this :  th 
ufficient  to  re-insure  it  should  be  i 
f  there  is  sufficient  money  to  re-in 
nth  ordinary  care,  there  will  be  no 
hem.  But  if  you  find  a  company  t 
t  eats  up  its  reserve.  If  you  allow 
lalf  the  necessary  reserve  to  re-inst 
t  sooner.  But  the  moment  you  fin 
lot  alone  the  loading  on  the  premii 
s  gone,  why  stop  it  at  once.    Don'l 

Mr.  Gaines,  of  Louisiana :  Let 
Do  you  want  to  know  what  we  are  { 

Mr.  Falk  :  I  said  that  the  mom 
rearly  eating  up,  not  alone  the  load 
mtil  every  dollar  is  gone,  until  eve 

Mr.  Gaines  :  I  would  suggest  ret 
)remiums  until  the  dividends  make 

Mr.  Falk  :  But  we  should  not  let 

Mr.  Harvey  :  I  can't  conceive  a  c 
without  the  supervising  officer  knoi 

Mr.  Row,  of  Michigan:  Mr.  Chai 
arriving  at  a  correct  conclusion  in  r 
;ompanies.  Mr.  Barnes,  I  underst 
:hat  subject,  and  I  would  like  to  hi 
nsurance  companies,  if  he  will  do  { 
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no  tpeciallj  matured  viewt  on 
companies ;  but  as  your  meeting 
11  simplj  throw  out  a  few  sug- 

urance  company  and  any  other 
arked  by  the  different  speakers 
Bct,  is  in  its  capacity  to  recover 
condition,  or  in  regard  to  its 
it  differs  from  any  other  corpo- 
b  our  present  rates  of  interest, 
scuperation  is  entirely  a  normal 

course  with  average  risks  and 
recuperation  is  not  a  matter  of 
t  a  banker  that  fails;  he  misht 

Broadway  perhaps  twenty-five 
aI  jears  it  might  have  gone  up 
mt  after  it  was  insolvent;  but 
^ut  the  tremendous  power  which 
making  money,  and  paying  its 
i  our  American  rate  of  interest 
nous  in  its  potential  power  for 
sr  the  lapse  of  a  few  years, 
vjou  that,  and  I  will  not  repeat 
Bt  of  four  and  a  half  per  cent, 
salized  six  per  cent  compound 
last  twenty  /ears,  or  nearly  a 
\c  of  one  naif  per  cent  or  one 
n  its  effects.  And  it  is  in  this 
iffer  from  other  corporations, 
are  alike  financiallj  considered. 
,  as  I  must  call  it,  obtains,  that 
1  must  be  sunk,  anj  more  than 
innot  see.  There  is  no  possi- 
1  to  stand  upon.  You  take  a 
md  when  a  loss  wipes  out  its 
)o  you  want  them  to  reduce  the 
ound  the  hat  and  make  it  up? 
il  of  two  millions  for  the  next 
ey  have  onlj  got  $500,000  or 
iirance  companies.     My  learned 

comoanies,  and  said  that  the 
so.  Not  a  solitary  stockholder 
ts  it  up  for  exactly  the  opposite 

money  on  it  And  they  have 
thing  else,  beyond  a  reasonable 

!  company  to  show  assets  for 
marine  company,  or  a  bank,  or 
•  not  a  debt,  in  the  perfect  sense 
s  policyholders ;  but  it  is  what 
is  assets,  upon  the  assumption 
ition,  and  put  it  in  the  hands  of 
Y  dollar  of  it  is  available  to  pay 
tock  company,  with  $1,000,000 
r,  and  there  is  $500,000  of  that, 
[ders,  and  the  stockholders  get 
I  up  these  companies ;  you  are 
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looking  upon  them  with  a  view  to  th< 
purpose  of  continued  existence,  I  w 
[>fficer,  that  the  companies  should  sb 
pany*8  capital  is  sunk  in  advertiseme 
ihey  sink  it  in  the  Hudson  river,  rec< 
in  jour  certificates  of  stock  and  redu 
:apital  is  gone;  or  if  the  whole  is  goi 
lon*t  claim  that  you  have  any  capita 

My  objection  to  this  theory  of  sink 
srror,  and  to  falsehood,  and  to  untrul 
[  do  not  believe  in  any  corporation  o 
:hey  have  not  got.  •  I  do  not  want  to 
:ion'8  balance  sheet  the  hope  that  the 
:he  future  which  is  going  to  pay  b: 
delusion,  which  the  history  of  the  coi 
itrated  over  and  over  again.  And  I 
jave  their  capital,  the  way  to  save  it 
heir  capital  is  only  to  impair  it  to 
question  here  in  reference  to  this  i: 
mp.iirment?  That  is  all.  The  theo 
he  whole  of  your  capital  cannot  be 
:an  be  maintained  in  the  office  of  anj 
bunded  upon  fact  of  the  real  finan 
¥hen  the  company  is  wound  up  and 
epeat,  that  I  see  no  one  single  good 
It  all  in  reference  to  the  capital  of  lif< 
narine  and  fire  insurance,  or  ofbankf 
)alance  sheet  of  a  financial  corporati 
:apital  of  the  company  as  a  liability, 
issets. 

Some  of  the  stock  companies  have  ; 
stration  of  the  department,  under  th 
it  that  time  that  a  life  company  couU 
>ay,  upon  that  subject,  that  there  nev 
>n  the  part  of  the  department,  at  an' 
ts  capital,  beyond  a  reasonable  amoi 
istablishing  its  business.  There  ha 
statute,  20  and  25  per  cent  for  fire  an( 
>een  no  margin  established  for  life 
►ingle  statute  in  any  state  upon  the  s 

The  proposition  that  I  have  made  i 
>C8t ;  1  have  only  thrown  it  off  for  yo 
t  is  a  great  deal  more  liberal  than 
capital  stock.  It  is,  that  companies 
capital  to  the  extent  of  20  per  cen 
ife.  Then  you  are  upon  some  basis 
)eculiar  questions  of  recuperation  in 
he  reserve  is  concerned,  the  proposit 
he  reserve  10  per  cent.  Then  the  ea 
ittle  while,  exceed  any  ordinary  impi 
iniversal.  You  simply  say  to  all  con 
vhaiever  they  may  be,  "you  are  all< 
:ent  and  your  reserve  10  per  cent,  bef 
)f  a  receiver  and  close  you  up."  I  hi 
)repared  the  practical  operation  of  th 

The  reason  for  that  proposition  i 
ecuperate  is  in  proportion  to  the  ext 
eserve,  the  greater  is  the  power  of  re 
mpair  their  reserve  to  the  extent  thai 
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get  into  a  healthy  condition.  But  I  certainly  would  not  cut  them  off 
from  issuing  new  policies.  It  would  be  like  asking  a  sick  man  to 
recuperate  while  you  are  cutting  off  the  air  which  he  breathes.  I  would 
certainly  allow  a  company  that  was  in  this  condition  to  issue  new 
policies  to  anybody  who  chose  to  take  them,  there  being  of  course  no 
misrepresentation  about  the  condition  of  the  company.  If  anybody  has 
confidence  enough  in  the  future  of  the  company  to  take  new  policies,  I 
certainly  would  not  prohibit  the  company  from  issuing  them,  because 
that  is  one  of  the  very  first  means  of  recuperation. 

Mr.  Chairman,  I  do  not  propose  to  make  any  extended  remarks.     I 
have  been  exceedingly  pleased  at  the  willingness  of  the  delegates  present 
to  listen  to  the  speeches  that  have  been  made  upon  the  subject.    And  I 
may  say  that  I  have  seen  somthing  more  than  a  willingness  to  learn  all 
the  facts  connected  with  the  subject,  I  have  actually  seen  an  anxiety  on 
the  part  of  those  delegates  to  get  at  the  precise  fact  and  the  precise  truth 
in  regard  to  the  subject,  and  to  act  up  to  that  when  they  have  discovered 
it    Isee  in  this  the  presage  of  getting  upon  the  right  track  upon  this 
question  and  upon  all  other  questions ;    because  that  disposition  is  the 
necessary  preliminary  to  arriving  at  a  just  conclusion  upon  almost  any 
subject    This  is  especially  necessary  for  the  reason  that  this  body  is 
simply  one  that  exists  to  a  certahi  extent  as  a  voluntary  association.     If, 
when  you  pronounce  here  upon  a  rate  of  interest  or  upon  a  table  of  mor- 
tality, you  had  jurisdiction  over  the  United  States  of  America,  it  would 
be  a  different  situation  from  the  one  which  you  occupy  at  the  present 
time.    But  after  you  have  passed  your  vote,  even  if  it  should  be  unani- 
mous, the  great  work  is  beyond  that     You  have  in  each  state  150  or  aoo 
men,  with  individuul  and  separate  judgments  who  are  to  pass  upon  it, 
and  whose  concurrence  is  necessary  in  order  to  put  your  decision  in 
practical  operation.     So  that  whatever  conclusion  is  arrived  at  on  this 
subject,  it  must  be  to  a  great  extent  a  matter  of  common  agreement, 
upon  which  you  are  quite  or  nearly  unanimous  in  your  conclusions. 
And  I  hope  and  trust  that  the  conclusion  that  you  arrive  at  will  be  unani- 
mous upon  both  of  these  questions,  the  most  important  questions  that 
you  have  before  you  for  consideration ;   because,  being  unanimous,  and 
going  before  the  country  as  the  unanimous  expression  of  this  bodv,  they 
will  have  great  weight  with  the  different  state  legislatures  of  the  Union. 
Although  I  do  not  even  then  anticipate  that  the  legislatures  in  all  the 
states  are  going  to  follow  out  your  recommendations.     It  may  take  some 
years  to  acoomplish  that,  but  undoubtedly  there  will  be  quite  a  general 

Tiiesence. 
will  indulge  in  one  or  two  comments  upon  the  figures  that  I  have 
made.    My  brother  Clarke  has  remarked  that  he  takes  care  of  his  own 
figures.    I  do  not  propose  to  take  care  of  mine  all  the  time ;  I  think  I 
have  made  them  so  that  they  will  take  care  of  themselves. 

In  reference  to  the  remark  of  my  friend  Mr.  Goodsell  to-day  as  to  the 
correctness  of  the  standard  of  interest  upon  the  average  assets  of  the 
companies  for  this  purpose,  you  well  recollect  that  Mr.  Goodsell  took  the 
position  that  the  amount  of  the  interest  received  upon  the  average  assets, 
which  we  can  call  the  assets  of  the  year,  because  they  are  the  assets,  was 
not  the  correct  basis  upon  which  to  compute  its  interest.  He  took  the 
ground  that  you  ought  to  apply  all  the  interest  paid  during  a  year  to  pay 
interest  on  the  reserve.  For  instance,  you  take  the  Connecticut  Mutual ; 
I  believe  they  claim  a  surplus  of  about  $9,000,000  over  their  reserve. 
According  to  his  theory  you  would  take  the  interest  which'was  paid 
daring  the  year  upon  this  $9,000,000,  and  all  that  was  paid  upon  the 
other  $3,000,000,  and  compute  the  percentage  upon  the  reserve.  You 
wouJd  apply  all  of  this  interest  to  the  reserve,  and  the  result  would  be 
pTohsihlr  an  interest  of  10  or  la  per  cent  that  the  company  would  receive. 
Xow  I  stated  in  my  paper  that  a  great  many  companies  received  interest 
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heir  surplus,  which  of  coi 
npanj.  It  does  not  enter  ii 
5  now  only  trying  to  get  a 
upon  the  subject  admitted 
t — that  to-day,  in  th(^  stai 
the  companies,  more  or  I 
ssets  is  not  enough  to  m 
compute  the  interest  of  a  ( 
them  interest  on  all  their 
So  that,  in  looking  to  the 
ave  and  how  much  interei 
the  assets  in  their  hanc 
:  which  has  a  bearing  up< 
t  to  be  assumed  in  their  o 
iT  certain  assets  bear  intei 
00,000  of  assets  and  if  t 
at  company  receives  six  p 

I  do  not  inquire  into 
i  into  the  nature  of  the 
id  interest  on  them.  I 
;nce  of  the  companies  up 
LCtual  assets.  And  the 
te  for  this  purpose, 
ther  gentleman,  and  I  be 
m,  that  the  tables  did  nol 
lat  is  a  very  small  item  ii 
erest  included  in  deferred 
this  table  and  there  is  no  w 
:h  premium  and  so  much 
portion  of  money  that  ouj 
lit  of  the  companies,  and  i 
11  find  in  these  tables  cert 
:e,  in  several  returns  you 
'  It  is  impossible  to  tell 
i  little  inaccuracies  of  thi 
te,  but  it  is  practically 
rate  of  interest  received. 
Fackler,  who  spoke  two 
t  on  deferred  premiums  ¥ 
tables,  on  the  income  of  t 
[r.  Fackler  considered  ths 
ial  calculations  upon  figui 
:ording  to  that,  that  the  i 
f  the  aggregate  income  o 
t  one  per  cent,  which  if 
be  almost  infinitessimal. 
;  but  in  the  aggregate  it ' 
lieve  that  no  gentleman 
d  that  the  standard  of 
ted  by  the  superintendent 
w  high  a  rate  of  interest  < 
vency.  He  wanted  to  g 
any,  if  I  have  recollected  i 
timony  of  all  these  genti 
abdut  5  per  cent  being  sa 
from  4>^  to  5,  as  being  t 
:e  4  per  cent,  these  gent 
that  we  are  squelching  th< 
business.    And  it  is  hard 
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lave  you  —  what  legal  right  —  what  right 
n  this  question  conies  up  on  its  merits 
»ome  of  the  states,  and  as  it  comes  up  in 
dard  of  mortality  ?  What  is  the  question 
le  solvency  or  insolvency  .of  a  company? 
ith  certainty,  be  realized  in  the  company, 
company  insolvent  on  any  lower  rate  of 

leeal  principles,  than  prevail  in  all 
ite  in  the  union  where  there  is  no  legal 
court  and  jury  that  even  five  per  cent  is 
&lized  in  the  company  in  the  future,  and 
over  into  the  hands  of  a  receiver;  you 
rhy?  Because  it  is  not  insolvent  The 
it  is  going  to  get  so  much.  Now  what  is 
lions  here,  some  claiming  a  six  per  cent 
me  very  plaiii  that  your  true  course  is  to 
3U  are  sure  will  create  a  reserve    high 

perfectly  certain  of  that  upon  a  4^^  per 
ife  upon  5  per  cent,  but,  in  order  to  be 
^ou  take  4>^.  But  suppose  the  convention 
the  Actuaries  table  and  4  per  cent.  I 
>werful  enough  to  hold  the  Mississippi 
ates  to  the  patent  absurdity  to  business 
[ne  a  4  per  cent  basis  on  life  insurance 
annol  do  it.  The  combined  influence  of 
pable  of  persuading  the  legislatures  of 
the  next  ten  or  fifteen  years,  that  it  is 
ranee  calculations  at  4  per  cent.  I  think 
►  hold  them  to  4>^  per  cent;  but  I  think 
ly  years  if  you  are  unanimous  in  your 
lifficult  to  convince  men  who  are  paying 
nortgage,  that  in  life  insurance  it  is  not 
than  four  per  cent.  **  We  must  charge  so 
pay  nine  or  ten  per  cent  on  mortgage,  but 
id  because  we  have  got  to  reserve  upon 
[H  P^r  cent."  You  cannot  do  it.  Those 
•  long-headed.  They  do  not  care  for  the 
:olumns  and  computation  columns  and 
isiness  rules  transcend  all  the  learning  of 

and  they  will  come  right  to  the  correct 
Z's  in  the  alphabet  won*t  carry  them  that 
;o  do  it.  I  have  met  these  men ;  I  have 
'  legislatures ;  I  have  seen  them  in  their 
ical,  the  intellectual    and   the    business 

gravitating  towards  the  valley  of  the 
ig  here  to  recommend  legislation  for  all 
1  should  do  it  in  such  a  way  that  it  will 
le  judgment  of  the  next  legislatures  of 
snt  of  the  succeeding  legislatures  for  a 
-five  years;  and  you  can  do  it  only  by 
1,  solid  and  business  medium  upon  this 
o  that,  they  certainly  will  object  to  your 

brought  us  just  to  the  point  that  (or  four 
iVhile  I  have  been  studying  with  all  the 
iew  of  the  report  that  I  have  got  to  make 
ife  insurance  policies  cnn  be  made  safe, 
to  pay  dividends  to  the  policyholders. 
re  do  not  want  to  consider.     We  want 
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ndfi  out  of  the  question ;  but  we 
%  coffin,  to  know  that  the  man's  r 
e  says,  that  you  cannot  per6uad< 
;pt  such  a  rate  for  estimating  the 
nonej.  He  says  in  the  first  p 
roauce  more  interest;  and  in  t 
8  will  look  to  the  amount  of  i 
callj  what  is  the  effect  of  taxa 
ture  taxes  two  per  cent  upon  the 
n  a  state,  can  it  be  supposed  th 
that  that  two  per  cent  comes  ot 
^islators  have  given  us  a  precede 
for  a  moment  supposed  that  the 
cting  bills  upon  insurance — ^will 
dividend,  or  what  it  is  going  to  1 

I  their  states,  but  they  are  no 
'  to  make  these  policies  good, 
states  go  into  those  states  and 
'  and  hold  it  in  their  coffers,  ths 
states  mature^  the  money  shall  c 
Tj  gentlemen,  I  confess  that,  as 
rdest  job  of  all  of  you ;  and  whei 
on  this  this  question,  it  was  in  ^ 
r  actuaries  may  regard  this  subj 
;t  to  us.     I  hold  it  to  be  more  i 

of  legislation  to  any  general  poi 
all    the   time   of    this    conveni 

II  not  do  upon  one  particular  j 
what  we  have  not  got,   and  hai 

IS  there  has  been  an  insurance  b 
:  cannot  be  passed.  Now  it  i 
ned.  Take  my  word  for  it,  | 
better  than  you,  that  if  this  c< 
e  action  upon  all  important 
again  from  the  states  south  of  I 
:nd  time  and  thought  and  to  pos 
;.  If  the  legislature  of  Louisian 
lake  four  per  cent,  four-and-a-1 
I  think  it  will  be  utterly  impossi 
take  up  one  single  point  in  that 
>t  to  the  legislatures  of  all  the  sta 
iny  one  single  point  connected 
d's  sake  let  us  have  that  one  po 
cing  but  the  one  single  point 
ment.  that  is  very  much.  If  j 
mity  in  the  reports  by  insuranc 
are  a  great  many  things  which 
fed  definitely  in  this  bill  whicl 
besides  the  question  of  the  basis 
pe  is  that  if  we  cannot  come  to 
omise  so  as  to  accomplish  som 
ill. 

Harvey,  of  Illinois  :  With  your 
Barnes  whether  the  states  of  III 
Mississippi  valley.  He  says  it 
;  of  the  Mississippi  valley  states 
;collect  rightly,  Ohio  requires  4 
uri  has  adopted  a  4)^  per  cer 
lity  in  the  legisiatures  of  those  s 
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e  of  Illinois  4  per  cent  is  preferred  by 
by  the  people  of  the  state.  If  I  am 
the  Mississippi  valley  I  will  apologize. 
as  been  west,  I  believe,  longer  than  I 
>  or  three  times,  and  I  am  willing  to 
9cal  geographical  matters.  But  he  is 
ois.  Ohio  has  no  standard,  but  they 
ible  No.  3,  at  5  per  cent,  the  or  Actu- 

8  correct  as  far  as  Ohio  is  concerned. 
:  state  of  Louisiana,  I  believe  the  bill 
4>2  ;  and  that  was  also  recommended 
out  of  New  England  has  adopted  the 
lois  and  Iowa. 

.ouisiana  bill  with  me,  and  I  do  not 
t  there  is  the  lamentable  fact,  which 
eported  to  him  in  all  the  information 
egislature  upon  that  bill  requested,  by 
^c\r  Orleans,  to  have  all  the  insurance 
18  and  confer  with  them  on  the  subject, 
at  is  a  positive  fact,  of  which  I  am  a 

:at  many  points  in  that  bill  were  taken 
)ut  in  there,  and  the  members  of  the 
i  to  the  bearines  of  this  question  of 
e  four- and- a- half  per  cent  were  in  the 

far  that  point  affected  the  loss  of  the 
e  determined, 
ature  was  really  that  a  tax  of  two  per 

to  the  insurance  commissioner,  but 
should  do  with  it;  and  when  the  bill 

was  sprung  on  them,  and  the  bill  was 

ndard  of  interest  is  concerned,  I  am 
r  cent,  for  I  have  a  printed  copy  of  the 

In  his  remarks  to  us,  Mr.  Barnes  has 
ent  of  capital;  and  he  has  very  properly 
have  the  credit  of  having  $500,000  or 
lalf  of  it  is  sunken.  I  would  like  to 
d  represent  the  assets  of  that  company, 

ly  in  the  world,  if  I  understand  you,  by 
the  liabilities  on  the  other. 
:  Suppose  a  company  has  $1,000,000 
k  $500,000 — in  other  words,  $500,000, 
B  reserve.  In  making  a  financial  state- 
that  you  should  explain  how  you  would 

ce^sheet  will  represent  the  capital,  of 
ment.  In  a  report  I  should  state  its 
as  impaired  in  fact.  I  don't  see  that 
Be,  the  statement  has  on  the  one  side 
lities :  add  up  all  the  liabilities  except 
>ital-liabilities  so  much,  making  the 
lassifying  them  to  contra-distinguish 
r.  If  I  rightly  comprehend,  it  is  the 
New  York  companies  for  ten  or  twelve 
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Mr.  Clarkb  :  I  understand  that  1 
thins  that  was  dropp^id  in  the  coi 
would  not  represent  the  million  dol 
but  only  such  portion  as  remain 
impression  from  his  words. 

Mr.  Barnss:  Mr.  Clarke  has 
report  that  I  was  speaking  of,  in  n 
want  to  recognize  in  legislation  th 
and  still  be  retained  as  a  company 
ment  upon  that  subject,  you  will  con 
up  all  the  assets  of  the  corporatior 
and  then  put  in  the  capital  at  so  mi 
so  much.  Everything  on  the  one 
all  the  liabilities  except  capital, 
being  good  as  far  as  policyholders  \ 
cial  or  legal  exhibit  of  the  status  < 
want  to  put  the  capital  in  the  shap 
rule  has  been  invariably,  as  it  is  nc 
capital  or  pay  up,  so  that  you  repn 
precisely  as  they  are.  If  you  ref 
your  million  of  dollars,  or  your  mi 
theory  of  $500,000  paid  up,  and 
uncalled  for."    It  is  simply  to  get  1 

Mr.  Clarke  :  My  object,  Mr.  Pr 
to  elicit  Mr.  Barnes's  full  explanati 
my  practice,  and  the  usage  of  the 
in  Massachusetts. 

And  I  would  say  here,  thati  beli< 
broached  and  pressed  upon  me  du 
capital  IS  not  a  liability,  is  one  of 
world.  I  fully  coincide  with  Mr. 
glad  I  raised  the  question,  becai 
present. 

Before  we  adjourn,  I  desire  to  call 
which  perhaps  it  may  be  proi>er 
reportof  this  convention.  Mr.  Ha 
a  very  valuable  thing  in  itself,  whi( 
form  and  be  published  with  the  re; 
for  I  know  that  it  possesses  value  x 
ences  between  the  Actuaries'  or 
American  and  others ;  and  if  it  is  i 
be  transferred  to  a  small-sized  pla 
this  convention. 

The  motion  was  seconded  1 

being  put  by  the  chair,  was  cai 

Mr.  MiLLBR,  of  New  York :  Bef< 
been  referred  to  just  now  by  the  ge 
the  inquiry  a  little  further  on  than 
understood  the  query  put  by  Mr. 
meant  the  thought  which  has  occui 
of  it  now,  and  that  is  the  propriei 
or  in  any  way  that  a  company  has 
perhaps  a  large  percentage — it  mal 
it  has  no  existence  as  capital,  but  h 
50,  60,  75,  or  90  per  cent,  as  it  doei 
good  the  reserve,  why  should  tl 
announcement,  except  for  the  remi 
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*  superintendent  refers  to  me  in  that 
g^ve  them  the  credit  unleKs  I  coupled 
tal  is  impaired.   I  would  put  them  both 

has  never  been  a  practice  of  tha^ 
New  York,  except  as  a  mere  deduction 

is  announced  —  and  I  think  there 
rent — the  capital  is  announced  at  the 
;he  impairment.  It  stands  at  the  head 
capital,  for  instance,  of  $100,000,  while 
been  absorbed  to  make  up  the  reserve. 
:  Mr.  Barnes  has  said  truly  that  there 
)oks  of  our  state  providing  that  a  life 
:lared  insolvent,  when  its  capital  is 
tire  capital,  under  the  laws  of  Massa- 
ixists  in  other  states,  is  to  be  included 
luding  the  capital  in  that  way  in  the 
le  company  is  impaired,  then  our  law 
sase  issuing  policies.  In  our  state,  the 
he  reports  ofthe  department  the  capital 
lies  as  it  stands,  and  also  to  state  in 
he  capital.  And  that  has  been  done 
in  the  capital  of  a  fire  or  marine  insur- 
extent  of  25  per  cent,  it  is  insolvent, 
it  in  connection  with  life  companies; 
sed  to  feel  that  my  duty  had  ceased 
tndition  of  the  company  as  regards  its 
Eis  to  the  interests  of  the  stockholders, 
fficially.  And  the  reports  from  Massa- 
i  one  showing  the  surplus  as  regards 
regards  stockholders — that  is,  in  con- 
mpanies.  In  the  life  department,  the 
only  is  shown;  but  every  man  can,  of 
ctly  how  his  company  stands  in  regard 
int  which,  under  Qur  law,  seems  to  be 
imissioner;  consequently,  that  peculiar 
fe  companies  does  not  appear, 
his  connection,  that  the  state  of  New 
ied  )>y  statute,  that  capital  shall  be 
e,  is  the  only  state  in  the  Union  that 

ate  for  Mr.  Hartranft)  :  I  would  like 
ions  on  this  subject,  of  the  impairment 

the  ouestion  arose  before  Mr.  Barnes's 
>  be  aeclared  insolvent,  when  its  capital 
before  the  convention,  as  I  understand, 

impaired,  before  the  company  should 
reat  deal  of  inconsistency  m  regard  to 
ig  to  the  laws  ofthe  state  of  New  York, 

without  first  depositing  $100,000  of 
It  is  then  permitted  to  go  on  upon  its 
;  business  it  may  without  the  aid  one 
pital  is  lodged  there  safely  with  the 
lepartment,  and  none  of  the  very  encr- 
icers,  can  do  anything  on  that  capital, 
ding  to  the  scope  and  object  ofthe  law, 
iie  policyholders.  If  capitalists  do  not 
insurance  upon  these  conditions,  they 
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alone.  If  ihey 
irs  from  their  r 
ir  reserve  twenty 

me  an  error  to 

an  error,  to  pe 
to  put  up  that  gi 

more  persons  t 
,  surely  it  ought 
fche  policies.  Bi 
ras  impaired,  it ' 
dent  of  the  deps 
to  call  upon  the 
ho  capital  intact 
Mrs  well,  that  th 
^posited  in  his  st 
>ehind;  they  ha 
y holders,  and  th 
'as  not  in  exister 
it  if  there  is  any 
18  to  alter  that 
he  capital  may 
Y  are  stopped,  y 
It. 

RVEY,  of  Missoi 
inswer  to  this  qu 
:e  of  most  of  the 
iiould  say  nothii 
ing  about  capits 
irstand  the  differ 
iLESiNE :  I  thin! 
surance  compan 
of  being  an  ina 
at  any  time,  kep 
Whether  there 
rou  can  easily  va 
ited  in  favdr  of 
\  in  the  organiz 
mid  ever  supply 

otion   of  Mr. 


-Mr.  Paine,  of 
port,  at  this  poir 
>  leave  New  Yor 
;h  another  persoi 
»f  interest,  etc 
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!*UESDAY,   October  34,  1873. 
5t  ten  o'clock,  A.  M.,  the  presi- 

his  morning  to  offer  the  following 

talgamation  of  such  life  companies 
>hould  be  included  in  the  insurance 
he  committee  on  **lhe  winding  up 
(e  appropriate  legislation  for  this 

e  winding  up  of  companies, 
le  chair,] 

;  are  no  committees  to  report,  I 
s  the  decision  of  the  report  before 

that  is  proceeded  with,  Mr.  Presi- 

3  submit : 

cago,  involving  the  application  of 

ital  to  the  relief  of  that  city  from 

;  opinion  of  this  convenvion,  most 

18,  among  others : 

:e  of  a  reliable  insurance  system, 

[uate  to  such  emergencies,  and  as 

jf  the  country. 

ce  of  any  state  excluding  from  its 

its  own  limits,  or  of  imposing  as 
requirements, 
t  uniformity  and  reciprocity  which 

to  promote. 

such  premiums,  as  to  lay  aside,  in 
resources  to  provide  against  the 

rence  do  you  desire  to  make? 

tion  lie  on  the  table. 

\  no  objection,  the  resolution  will 

r  business  before  we  resume  dis- 

ntleman  from  Missouri  (Mr.  A.  P. 

i? 

s  I  hope  that  it  will  be  taken  up. 
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nd  that  the  discussion  will  not  p 
ion  here.  Several  gentlemen  an 
nd  thev  desire  to  be  heard. 

Mr.  Gainbs,  of  Louisiana:  I  m 
f  the  reports  of  standing  commil 

The  President,  fro  tern :  The 
ineous  subject,  is  upon  the  table 
ow  be  taken  up  and  considered. 

The  Secretary  proceeded 
Mr.  Caldwell,  of  Indiana,  sai 
een  already  read,  and  probabb 
ontains.  I  would  like  to  proceed 
ig  a  re-reading.  If  it  is  prope 
lendations  of  the  committee  in 
J  memorialize  congress  to  amen 
isurance  policies  from  its  provia 

The  question  was  taken  on 
iiat  part  of  the  report  referre< 

The  Secretary  then  read 
iie  resolution  of  Mr.  Paine, 
n  intelligence  agency,  or  offi 

Mr.  Caldwell  :  I  move  the  ad 
eport  of  the  committee. 

Mr.  Row,  of  Michigan :  I  can 
ig  such  a  resolution  as  was  offe 
'aine).  Resolutions  of  a  simih 
assed.  It  is  simply  a  recommer 
[lat  we  consider  such  action  wou 
brow  out  the  suggestion ;  and  i 
estion  of  that  kind,  coming  froi 
ion,  and  that  the  companies  i 
nsurance  might  thereby  be  ber 
[npropriety  whatever  in  such  a  r 
ion.  It  may  be  a  subject  which 
)r  them  ;  we  simply  throw  out  t 
r  not  as  they  please. 

Mr.  Caldwell  :  Mr.  Presider 
ad  convened  was  to  recommei 
ot  for  the  purpose  of  giving  a 
rhat  they  should  do  in  reference 
he  committee  very  proper. 

Mr.  Row :  Several  resolutions 
»anies  to  do  this,  that,  and  th< 
tages  of  the  convention  a  resolu 
he  propriety  of  not  paying  divi 
hose  states  which  charge  large 
►ur  consideration — if  we  are  to  g 
-why  may  we  not  throw  out  i 
sanies.  You  will  find  that  that 
►y  Mr.  Harvey. 

Mr.  Gaines  :  As  these  resoluti 
►f  the  convention,  and  they  poss 

beg  leave  to  read  the  resolutioi 
Mr.  Paine).  I  beg  that  you  v 
nittee ;  it  is  to  report  on  this  rei 
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tion,  we  found  it  to  be 
ition,  or  the  contrary^ 

on  before  the  house  it 

e  motion  to  adopt  the 

U  binding,  as  I  under- 
i8e  for  a  re-considera- 
motion  pass, 
correctlj  stated  by  the 
instruction  is  had,  the 
this  resolution  will  be 
to  every  man's  heart 
r  a  recommendation  of 
proceed  to  keep  them- 
inderstand  it,  is  called 
Itates — and  the  police- 
states  have  taken  it  m 
»f  benefiting  insurance 
in  the  companies,  I 
ng  to  these  companies, 
lutside  of  the  duties  of 
1  legislation  to  compel 
I.  1,  therefore,  do  not 
lie  recommendation  of 

of  the  gentleman  from 
s  my  concurrence  with 
*.  Reynolds)  upon  this 
riend  Row  has  cited  as 
IS  this,  is  not  a  parallel 
ibject  which  we  have  in 
was  a  resolution  which 
hich  end  was,  the  pro- 
d  where  a  state  refused 
ition  pointed  out  a  way 
ring  it  about.  You  all 
ate  levies  an  excessive 
it  tax  is  paid  out  of  the 
—why  that  taxes  comes 
e  paying  of  that  tax  is 
not  fairness  to  policy- 
na  (Mr.  Reynolds)  that 
otect  the  policyholders. 
I  the  companies,  make 
ect  of  that  resolution, 
5  present  one.  Now,  it 
ts  which  are  of  proper 
»mpanie8.  Perhaps,  the 
t  class,  but  that  is  not 
it  should  be.  My  own 
ourselves  to  the  great 
lils  of  business  of  com- 
;m,  and  that  uniformity 
lit. 

bjcct.  I  know  but  very 
g  of  that  kind  in  our 
:e.     The  resolution  was 
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offered  by  the  gentleman  from 
these  matters  a  great  deal  better 
judgment  in  the  matter.  We  find 
ma^  be  insured  in  New  York,  an< 
diflferent  point  of  the  countiT»  sin. 
insurance  company.  Now  I  confi 
is  to  build  up  insurance  compa 
holders,   I  can  see    no  differenc 

entleman  from  New  York  (Mr.  I 

am  attempting  to  consider.    If 
taxation,  how  does  it  deplete  a 
strength  of  its  policyholders  "by 
rial  Ijr  lessen  the  assets  of  a  coi 
They  are  also  placed  in  the  same 
by  fraud. 

Mr.  Miller  :  I  meant  to  havi 
propriety,  advise  the  life  compani 
office,  to  which  should  be  reporte* 
in  life  as  well  as  in  marine.  "^ 
stock.  They  are  regulated  by  mei 
them,  and  we  can  rest  assured  thi 
much  more  than  these  mutual  c 
pecuniary  interest. 

There  is  great  propriety  in  the  i 
take  it  that  many  of  the  resoluti 
presented,  not  with  the  view  that  1 
tion,  but  merely  with  the  view  of 
that  object  is  gained  by  the  intr 
tions. 

The  question  was  then  tak( 

and  carried. 

The  Secretary  then  read  the 

4.  The  committee  offer  the  su 
determine  the  reserves  that  shal 
increasing  risk  of  future  years  up< 
of  human  life  is  an  element,  th( 
any  such  policy  until  after  the  pre; 
have  been  certified  by  the  head  or 
ment  of  such  state,  to  be  sufficient 
statutes  of  the  state  in  which  the  c 
shall  be  certified  to  be  sufficient  fc 
department  of  the  state  in  which 
such  policy. 

Mr.  Caldwell  :    I  move  the  ad 

Mr.  Reynolds  :  I  should  like  1 
understand  the  reading  of  that 
proposing  to  do  business  in  a  st 
was  organized,  is  kept  from  iss 
laws  in  force  stating  what  re 
may  be  doing  business  in  sever 
would  not  be  allowed  to  issue  a 
having  charge  of  insurance  shall  c 
according  to  the  rate  fixed  by  tl 
correctly? 

Mr.  Gaines  :  I  think,  Mr.  Presi 
The  purpose  is,  that  companies  pr 
by  guess ;  that  they  shall  not  take 
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ife  for  a  coneioerauon  that  depends  upon 

ntleman  from  Louisiana  (Mr.  Gaines) 
there?    Here  is  a  companj,  that  has  a 

^alfper  cent 

:ulation  for  the  reserve  is  not  the  ques- 
r  a  premium  upon  which  a  companj 
ent  to  provide  the  reserve  required.  In 
o  insure  alifeforone  jearfor  $x,oooon  a 
t  that  will  not  be  the  cost  of  insurance. 
;  to  come  from  ?  The  commissioner  of  a 
>  rates  are  sufficiently  high  to  provide  the 
•olicyholder,  who  is  led  to  oelieve  the 
sd  upon  his  policy,  sufficient,  maj  not 

that  resolution  is  certainly  a  verv  good 
position,  the  commissioner  for  Massa- 
ent  answer  to  me,  if  I  wished  to  transact 
of  the  state  of  New  York.  As  I  under- 
lat  a  company  must  be  sufficient,  so  that 

That  depends,  again,  upon  reserves, 
ipon  the  assumption, 
umptions  of  the  payment.  Do  I  under- 
it  the  commissioner  for  Massachusetts, 
:he  question  that  the  commissioner  for 
rhen  the  basis  of  the  one  state  is  four, 
id-a-half  per  cent. 

that  a  company  shall  not  do  business  in 
if  that  state  shall  have  certified  that  the 
nt  to  provide  a  reserve,  by  the  standard 
ly  proposes  to  do  business. 
I  move  that  this  part  of  the  subject  lie 
\g  up  out  of  place,  and  perhaps  gentle- 
awhile, 
motion. 

the  motion  of  General  Smith  and 


ih  to  add  to  that  report  this  resolution  : 
hall  be  permitted  to  issue  policies  on  the 
ess  upon  a  sp>ecific  premium,  of  which 
t  of  insurance  due  for  the  current  year, 
)f  interest  and  mortality,  shall  be  coliec- 

I  made  a  part  of  the  report  of  the  com- 
le  with  the  report. 

ion  is  indefinitely  postponed,  as  I  under- 
gain  except  by  a  reconsideration  of  the 
>  at  once  and  disposed  of.  I  do  not  see 
1  up  that  resolution  and  get  an  expres- 

ider  the  vote  just  taken ;  which  was  lost, 

es. 

nan  from  California  (Mr.  Skeels)  intro- 

iession,  the  substance  of  which  may  be 

rt  of  the  first  day's  proceedings  of  ta:» 
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The  Secretary  read  the 
That,  whereas,  a  century's 
ihown  that  insurance  on  the  i 
snce  is  of  no  pecuniary  impoi 
in  some  cases ;  and  though  ii 
Kxurrences,  it  is  practical  to 
iie  age  at  which  most  men 
iierefore, 

Rtsolvdy  That  it  is  desira 

x>nyenient  date,  no  policies  i 

or  terms  extending  beyond  t 

Mr.  Gainbs  :  I  move  that  t 

nitte  of  three,  to  be  appointee 

Mr.  Smith:  I  call  upon  t 

he  convention  had  already  ta 

ar  subject 

Mr.  Facklkr  :  I  think  it  wi 

Mr.  Smith  :  That  was  my  i 

The  Secretary  :  That 

t,  and  it  is  so  recorded  on 

Mr.  Facklkr,  of  Tennessee 
ng  the  issuing  of  policies  to  ] 
ip.    Carried. 

On  motion  of  Mr.  Gai 
»mmittee  on  legislation. 

The  convention  then  pi 
committee  on  taxation. 

The  Secretary  read  the 
eport  of  October  23. 

Mr.  Brbbss,  from  the  com 
o  so  change  the  report  as  to  1 
bllows : 

That  in  the  matter  of  tax 
nsurance,  we  believe  in  unifo 
erent  states ;  therefore,  while 
egulate  the  taxation  of  its  ow 
hat  a  tax  of  two  per  centum 
nsurance  company  in  every  s 
ts  annual  statement,  after  d 
LCtually  paid  policyholders  fc 
hould  be  charged  in  every  sti 
zed,  to  be  in  lieu  of  all  other 

[Mr.  Russell,  of  Iowa, 

Remarks  op  Mr.  L) 

Mr.  Brbbsb  :  In  reference  t 
s  no  argument  entered  into 
istablished.  Indeed,  the  com 
iny  absolute  rule  for  these  ral 
he  majority  of  the  committee 
n  any  such  novel  wav  a8\ 
ndiana),  we  are  all  willing  t 
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g^ht,  probabljy 
ipport  a  good 
id  to  levy  the 
eeume  that  is 
ere.  I  might 
Bt  to  lev/  the 
,  bated  upon  a 

of  that  8Ute. 
S  we  oDuldget 
own  as  being 
ajority  of  the 
f  per  cent  on 
fair  rate,  and 
-alljr  would  be 
t  now,  on  the 
at  it8  present 

little  lighter, 
re  uniformity 
ing.  And  we 
rticular  state, 
the  aggregate 
harged  on  the 
t  this  will  be 
king  this  the 
ity  be  gained, 

nrance  should 
should  not  be 
ny  distinction 
are  charitable 
ij  thej  arc  so, 
lan  an  J  other 
ilor  shop,  or  a 
interprises  are 
No  enterprise 
benefit  to  the 
derired  from 
iged.  It  is  a 
e  established, 
ritj,  I  think  is 
t  beliere  in  it 
le  of  making 
holders  put  in 
ifore,  to  make 
charities,  nof 
B I  understand 
positions.  A 
being  paid  to 
lese  insurance 
•r  charitj  is  at 
Eind  we  should 
nterprise;  but 
ihould  be  put 
axation. 
elation  to  this 
id  come  to  the 
'  would  not  be 
Q  the  country, 
e  a  number  of 
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times  during  the  seMior 
the  Northwest  in  our  leg 
Now  I  deny  that  this  i 
Wisconsin  are  not  oppres 
companies  of  other  state 
Our  own  life  company  tl 
and  paid  into  the  statt 
$4,000,  while  the  New  Y 
any  <bompanj  in  Wiscons 
Mr.  Caldwbll  :  What 
Mr.  Brvrsb:  We  do  1 
them  for  a  license  fee  o 
dollar  for  every  certificat< 
the  rates  which  we  chargi 
are  less  than  the  rates  chi 
rates  charged  in  New  Yo 
agents'  certificates,  and  t 
agents,  will  amount  to  < 
are  in  Pennsylvania.  Th 
think  a  premium  rate  of 
certificates.  So,  I  think 
I  think  it  is  wrong,  and  I 
occupied  much  of  the  tii 
any  other  subject,  but  I  v 
I  represent. 

The  Prbsidsnt,  fro  1 
report  of  the  committee. 
Mr.  Reynolds,  of  Ala] 
sion  is  one  of  great  impo 
friend  from  Wisconsin  (1 
same  kinds  of  agencies  f 
him  in  his  conclusions, 
taxation  on  insurance  coi 
do  not  pay  the  taxes  levi< 
panies  did  pay  the  taxea- 
taxes,  where  it  is  high  an 
proportion,  no  more.  1 1 
insurance  pay  the  tax.  ] 
in  a  mutual  company;  w 
there  are  mutual  compan 
fire  insurance,  and  these 
premiums  are  taxed.  Tl: 
holder  in  a  mutual  compi 
Mr.  Caldwkll  :  So  dc 
Mr.  Rbynolds:  So  d 
going  to  adopt  and  recon 
that  we  may  do  it,  but  I  "^ 
my  friend  from  Wisconi 
exemptions,  say  make  it 
losses  paid  in  the  state, 
wrong  impression  throu 
hundred  dollars  will  take 
throughout  the  country ; 
a  consequence  the  saving 
the  legislatures  of  the  se^ 
number  of  dollars,  more 
pany,  and  takes  out  a  p 
in  the  different  legislatbr 
or  agencies  of  lotteries,  a 
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;ntlj  anjthing  that  we  can  get  out  f3€ 
he  state.  Now  if  mutual  companies 
rith  which  they  maj  come  in  contact, 
>se  insurance  companies  should  not 
;he  defender  of  insurance  companies, 
sre  represent  the  great  body  of  the 
tier  in  life,  fire,  or  marine.  The  com- 
.  It  is  an  old  maxim  and  a  prettj 
o  soul.  People,  however,  who  hold 
Is,  and  thej  hare  means  which  we 

t  we  insert  one  per  cent  instead  of 
acknowledge  that  this  would  not  be 
the  union  would  tax  one  per  cent  it 
tates  reauire,  in  order  to  carry  on  the 
rate  or  taxation,  while  other  states 
but  if  this  convention  fixes  upon  a 
>ne  per  cent,  without  any  deduction, 
fiances  as  to  how  much  money  thev 
iring  the  year.    It  would  be  mucn 

sision  upon  this  question  of  taxation, 
iurance  companies  pay  the  tax,  I  will 
ore  this  convention  with  regard  to 
less  with  it  at  all.    If  insurance  com- 

have  no  right  to  interfere ;  let  them 
e  different  states  where  they  belong, 
ly,  or  not,  with  them  as  they  please. 
>f  insurance  companies,  but  in  the 

the  reason  why  I  advocate  a  low  tax. 
lo  taxation  of  premiums.  Why  do  I 
al  companies  stron^r  and  ultimately 
nd  larger  reserves  it  will  make  insure 
urance,  just  as  cheap  as  we  can,  but 

limit,  lest  in  doing  so  we  find  in 
n  article  worth  nothing  at  all. 
lend  a  rate  of  taxation  that  they  will 
ly  because  the  policyholders  pay  the 
instance,  who  has  fifty  thousand 
er  of  prudence  he  goes  to  the  insur- 
Qsurance  of  thirty  thousand  dollars 
^e  stock  of  goods  returned  to  the 
ss  as  much  as  the  law  may  require  of 
ddition  to  that  because  he  goes  to  an 
:ting  himself,  his  creditors,  and  his 
g^ain."  I  say,  that  yon  are  taxing  the 
iin.  So  you  are  taxing  the  holder  of 
small  insurance  for  the  benefit  of  my 
S  and  I  feel  that  every  cent  that  you 
ne  as  a  ]K>licyholder.  But  if  I  am  in 
de  an  entire  mistake,  if  the  insurance 
f  let  them  pay  it  The  legislatures 
»el,  if  they  are  payine  the  taxes,  that 
bolder  of  a  policey  of  life  insurance, 
el  that  life  insurance  companies  pay 
lusion  that  the  policyholder,  in  the 
itate,  or  local  taxation  is  levied  upon 

Lhe  chair  understand  the  gentleman 
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from  Alabama  (Mr.  Rejnoldt 
of  the  report  of  the  committee 

Mr.  RsYNOLDS :    Yes',  sir,  < 

Mr.  PiLLSBURT,  of  New  Hi 
I  agree  in  the  amendment  jus 
same,  and  proposed  to  offer 
time;  it  was  to  strike  out  th 
strike  out  the  provision  for  de 
to  policyholders  on  losses. 

I  recognize  the  fact  that  ins 
of  universal  necessity — fire 
believe  that  the  time  will  com 
generally  important.  I  agree 
QMr.  Reynolds),  who  has  jt 
whatever  tax  may  be  assesi 
policyholders  do  all  the  pi 
insurance.  And,  entertaininj 
to  legislate  upon  this  subject, 
as  low  a  figure  as  possible, 
entirely  in  favor  of  two  per  a 
amendment  similar  to.  the  ai 
own  state  imposed  a  tax  of  on 
of  both  life  and  fire  insurance 
people  of  my  own  state,  as  we 
southern,  stand  entirely  in  th 
insurance  companies  heavily, 
capital,  as,  also,  is  the  case  in 
our  own  propertv.  If  we  have 
think  it  may  be  employed 
respective  states.  We  are  th( 
insurance  capital  of  other  stal 
capital,  to  come  in  and  do  for 
ourselves.  But  it  has  always 
levy  a  tax  upon  insurance  con 
able  to  do  for  ourselves.  Vf 
amounts  of  money  by  taxatic 
panics  should  not  be  wholly 
distant  when  they  may  be  n 
enable  them  to  reduce  their  pi 
ing  the  benefits  of  these  ina 
already  extended. 

I  do  not  propose  to  make  at 
my  opinions  in  relation  to  thi 

I  consider  it  a  subject  of  i 
there  is  a  prejudice  existing  a] 
regarded  as  a  sort  of  placer,  v 
it  seems  to  me  that  the  experii 
much  to  destroy  that  prejudic 
tion  to  insurance  companiei 
And  we  must  recognize  the  f 
fire  bolts  about  Chicago,  m 
pestilence,  or  contagious  disei 
ance  companies,  and  they  be 
strength.  I,  therefore,  am  d 
exceeding  one  per  cent  upon  j 
chairman  of  the  committee  to 
formerly  recommended.  .  If  tl 
purpose.  I  think  the  recom 
will  be  much  more  onerous,  p 
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J  the  same  commiltee,  last  June, 
;  per  cent,  without  deductions,  upon 
riad  time  to  make  the  calculation, 
after  deducting  losses  paid,  will  be 
(u ranee  companies  than  the  former 

nia:  I  am  certainly  in  favor  of 
axing  in  Pennsjrlvania  is,  perhaps, 
(tate  in  the  Union;  it  is  radicallj 
venue,  nearly  four  millions  is  raised 
,  and  the  insurance  companies  of. 
s  as  other  corporations  do.  It  really 
their  net  earnings,  if  they  happen  to 
utual  companies  it  amounts  to  three 
az  on  fire  insurance  companies  hat 
se,  which  amounts  to  nothing  at  all, 
doing  a  large  business,  and  that,  of 
;  we  would  abolish  that  The  three 
ceipts  is  far  less  than  is  paid  by  our 
companies — ^who  pay  three  per  cent 

g  is  right  I  do  not  believe  that  the 
morning  until  night  should  pay  all 
d  heavily  for  local  purposes,  perhaps 
B,  even  in  our  state,  are  taxed  much 
to  more  than  about  a  half  per  cent, 
irly  two  per  cent  If  we  did  not  tax 
put  another  half  per  cent  on  our  real 
tnake  it  up.  And,  I  think  that  some 
ixing  corporations  more.  The  man 
I  corporation,  and  to  live  within  a 
id  directly,  pays  verv  little  tax.  He 
ry  little  amount  of  stock  that  he 
stockholder  alike;  the  corporation 
isurer,  in  a  life  or  fire  company,  has 
everything,  and  I  believe  it  would  be 
he  tax  much  from  what  it  is  now.  I 
makes  an  investment  in  a  life  insur- 
ay  say  three  per  cent  on  the  gross 
limply  a  tax  of"^ three  per  cent  on  the 
same  interest  in  his  farm  he  is  taxed 
decidedly  in  favor  of  even  a  higher 
\y  the  committee.  I  will  not  make 
le  convention  adopt  the  rate  of  three 

nd  from  Alabama,  (Mr.  Reynolds) 
d  be  levied  upon  the  premiums  of 
might  be  better  satisfied  with  the 
Iment  proposed.  For  I  take  it,  with 
5  chairman  of  the  committee,  the 
»e)  that,  if  losses  are  to  be  deducted 
re  will  be  no  tax  at  all.  So,  I  think, 
igree  with  the  original  report, 
a  (Mr.  Hartranft),  has  enlightened 
f  taxation  in  his  state.  In  the  state 
system  of  all.  All  property,  real  or 
in  money;  no  exemption,  except 
public  purposes 
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Mr.  Brjbbsb  :  Do  you  tax 
life  or  fire? 
Mr.  Williams  :  All  proper 
Mr.  Brbbsb  :  Do  you  put  it 
Mr.  Williams  :  We  tax  the 
Mr.  Brbbsb  :  Not  -the  assetf 
Mr.  Williams  :  The  averai 
Mr.  W.  E.  Harvby,  of  Illin 
panj  of  your  own  8tate? 

Mr.  Williams  :  We  get  at 
right  through.  If  I  were  tho 
men  were  engaged  in  was  perl 
no  drawback  to  self,  why  I  w< 
the  business  of  insurance,  I 
friend  from  Wisconsin  (Mr.  ] 
matter  whether  it  is  the  poll 
tion  that  issues  the  policy,  s 
taxes  be  paid.  But  I  desire  I 
report  that  makes  an^  exempt 
I  belieye  that  a  man  in  a  busii 
is  his  particular  business  in 
to  be  the  case  at  all,  if  losses  i 
will  be  no  taxes  paid,  or  but  y 
Mr.  Wbbb,  of  Kansas :  For 
opposed  to  both  the  amendme 
in  this  report,  and  while  I  hav 
the  remarks  made  by  the  gen 
is  on  the  committee,  and  th( 
haye  yet  to  learn  that  the  soun 
to  impose  a  tax  upon  anj  i 
state,  and  transacting  busin< 
Pennsylyania  (Mr.  Hartranft) 
that  state,  and  the  gentleman 
of  taxation  in  his  state.  In  thi 
In  the  state  of  Ohio  we  are  to] 
taxed  at  its  true  yalue  in  moi 
so,  but  eyerj  one  of  experieno 
practically  it  is  not  so  anywher 
who  has  the  most  money  at  h 
where,  or  which  he  can  inyest 
which  he  eyades  his  just  propo 
which  the  capitalist  always  ha 
is  a  folly  of  the  law,  and  of  co 
vince  of  this  conyention  to  rei 
But  I  said,  Mr.  President,  th 
and  the  original  proposition, 
proposed  taxation  from  two  pc 
both  of  them  because  the  prin< 
I  belieye  all  gentlemen  who  ha 
opinion,  that  the  policyholder, 
companpr,  upon  lus  property,  < 
on  his  life,  pays  the  taxes.  He 
for  the  purpose  of  determining 
ance  is  first  settled  upon,  and 
necessary  to  conduct  the  bu 
necefisary  to  the  company,  and 
the  insurer  pays  his  premium 
and  coyers  a  tax  which  it  is  net 
duct  Its  business  at  home,  or  a 


Digitized  by 


Google 


feature  in  our  constitu- 
in  the  constitution  of 
(Mr.  Breese)  can  insist 
books  of  that  state,  or 
end  to  the  several  states 
ilure  if  enacted  by  the 
ion. 

unconstitutional. 
le  decision  in  regard  to 
supreme  court  at  one 
er,  to  iustifj  the  rule  of 
Jinowledge  that  it  was 
IS  a  matter  of  necessity, 
he  state  where  I  reside, 
i  state  is,  that  the  rate  of 
I.  I  do  not  believe  that 
e  supported  or  sustained 
nj  insurance  compan/ 
that  state,  any  taxation 
cent,  or  any  other  rate 
y  upon  its  business  in 
if  the  western  states  to 
tleman  from  Ohio  (Mr. 
11  property  should  pay 

atter  of  law,  I  certainly 
ions,  because  I  do  not 
he  state  where  I  reside, 
ng,  because  the  taxes  in 
olicyholder;  it  is  not  so 
ion,  and  I  think  it  is,  a 
[Mr.  Breese)  should  be 
nent,  and  it  should  be 

by  the  government  — 
t  upon  fire  policies,  as 
r  insured  against  risks 
l1  value,  one-half,  two- 
>n  by  himself  and  the 
life.  One  man  may  be 
lall  policy  or  no  policy 
>mparatively  nothing, 
:ient  sum  to  pay  the 
possibly  ten  thousand 
's  the  annual  premium 

he  be  not  worth  half 
ould  pay  upon  a  policy 
quality  at  all,  so  far  as 
taxes  upon  people. 

the  whole  people,  nor 

people.  The  policy  of 
this  government,  is  to 
f  it  were  true  that  the 
as  to  pay  the  taxes  in 
cting  business,  perhaps 
t  of  the  states  of  the 
s  and  counties  impose 
'rations  alike,  for  the 
ctive  cities  or  counties, 
ises  precisely  states,  is 
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ie  nature  of  a  license  ta: 
ipation  or  business  whic 
s,  city  or  countj. 
ow,  my  views  in  regard 
cpress  all  that  I  have  t 
ipj  but  a  moment  or  ^ 
a  copj  of  which  I  have 
rention.  But  sections  5 
sral  insurance  law,  inv< 
>osition  contained  in  th4 
»rt  of  the  committee  m 
srtheless,  being  the  sam 
ig  opposed  to  all  taxes  1 
I  state  to  adopt,  is  to  le 
K>rations  of  other  statei 
I  state,  just  such  licem 
procal  rule,  which  wouh 
Id  be  the  better  one,  bu 
ise  fees  constitute  a  fun 
urtment  of  the  state.  I 
lid  be  maintained  solel 
ds  and  impositions.  If 
»  be  abolished;  but,  if 
issary,  rightly  and  prop 
sacting  business  in  the  f 
treasury,  such  sum  in  t 
cientto  maintain  that 
r  administered,  and  the 
9sed  upon  any  company 
>le  doubly,  and  so  far  at 
(,  but  are  themselves  in 
roportionately.  A  man 
sessed  at  its  true  value  i 
is,  what  every  other  dt 
)  on  his  propcMfty  agains 
tion,  and  of  course,  h< 
ifit  which  he  expects  to 
when,  in  order  to  secun 
tional  sum,  which  passe 
i  company,  and  then  ba 
proportion  of  the  taxe 
his  life  insured,  pays  a  I 
ttate,  having  no  insurac 
property,  hisjustpropo 
city  government;  but 
ranee  agent,  then  to  the 
(tate  treasury  again,  a  t 
izen. 

it  I  am  well  Convinced  r 
i  companies  organized  ii 
ng  in  principle,  and,  em 
amendment  and  to  the 
I  of  them,  whether  conts 
iie  Prbsidbht  pro  ttm : 
ion  will  take  a  recess  foi 
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past  one  o'clock,  Mr. 


id|ourned,  I  was  going  to 
of  this  question  and  each 
;me.it,  reservinp^  the  right 
ae  last  in  our  discussions. 
id  of  now  as  at  anj  other 

gwhj  I  made  this  amend- 
ntleman  from  Louisiana, 
■indples,  that  the  holders 
municipal  taxes.  I  have 
>pulation  from  increased 
in  insuring  their  pr«/pert/ 
»f  their  lives  for  the  bene- 
t  throughout  the  country 
is.  It  seems  to  strike  the 
idvanoe  the  idea  that  jrou 
ihould  tax  other  corpora- 
n  in  this  convention  for  a 
m,  Personallj,  I  am  in 
am  favor  of  no  taxation 
^rd  to  fire  companies  is 
iditional  loading,  or  paj 
property  in  the  shape  of 
should  additionallv  load 
in  taking  out  a  policj  of 
gislature  could  well  take 
isitj  of  a  state  to  receive 
s  government  require  the 
into  every  department  in 
test  variety  ofsources. 
Jl  it  will   amount  to  is 

convention,  and  to  the 
r  rate  of  taxation.  The 
er  part  of  the  resolution 
nd  from  Ohio  (Mr.  Wil- 
,  subtract  the  losses  from  f 

nothing,  while  in  other 
ount  to  a  large  sum.  I 
d  life  companies  will  be 
:  at  the  same  time,  I  will 
I  the  holder  of  a  policy, 
cyholder  in  either  life  or 
lars  in  life  or  fire  com- 
ry  in  addition  to  all  his 
ions  with  regard  to  who 
firs  of  the  different  oom- 

premiums  of  fire,  marine 
>ver  an  almost  limitless 
and  subtleties  difficult  of 
ition  to  ta=  all  sorts  of 
a  uniform  rate  requires 
ocates  of  taxation  upon 
1  upon  the  policyholder, 
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upon  the  premium.  And  i1 
in  view.  I  must,  at  the  < 
concerned,  any  participatior 
(Mr.  Reynolds)  that  we  are 
sively.  i  do  not  think  so. 
to  just  this  extent,  and  notl 
premiums  paid  by  them  sha 
that  the  price  paid  for  poli< 
not  ignore  entirely  the  int 
interests  of  policyholders  ai 
so  far  as  the  interest  of  a 
policyholders  are  disparages 
between  companies  and  pc 
contracts,  so  far  as  it  is  ri 
rights  so  far  as  they  are  invi 
tion  between  a  company  an( 
of  companies  must  react  ag 
Therefore,  I  take  it  for  gri 
of  companies,  andofpolicyl 
considered,  and  that  any  le| 
these  mutual  and  reconcile 
panics  into  stock,  mixed,  i 
charity  in  any  contract  of  in 
is  given  as  alms ;  it  cannot  ] 
for  it.  If  you,  sir,  invest  on 
transportation  and  importa 
absolutely  necessary,  if  you 
than  the  profit  on  the  invei 
degree  of  reason,  claim  exei 
ground  that  you  have  subsei 
may,  with  the  utmost  show  < 
the  guarantee  of  the  contini 
insurance.  If  a  tax  be  imp 
company,  lessening  to  the 
must,  in  turn,  be  levied  upc 
will  have  paid  taxes  twice 
guarantee  that  it  is  valug,  J 
stock  capital  to  insure  lives, 
the  chances  of  human  life, 
stock  from  taxation,  than  tl 
vessel.  And  such  a  compai 
tion  upon  its  premiums,  tha 
entitled  to  exemption  from 
skaii  continue  to  be  a  ship  ; 
tribute  to  his  state  and  coun 
ment  applies  to  mixed  insi 
guarantee  capital,  put  up  i 
chances  of  profit.  But  here 
pany  is  an  organization  of  ii 
profits,  but  to  divide  losses, 
for  want  of  a  better  and  mo 
the  stages  of  their  ac(]|uirem 
investments  and  the  like,  ai 
safety  fund  is  to  tax  expendt 
in  view  the  concession  that 
a  tax  upon  the  cost  of  insui 
miums,  of  any  kind,  are  wit 
a  policy  of  insurance  stand 
store  of  wines  in  a  private  o 
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single  point  of  analog/.  A 
id  for  consumption.  A  policj 
n  any  way.  A  stock  of  mcr- 
ssible  margin  for  profit.  A 
e  first  place,  and  cannot^  bj 
lining  it,  offer  any  margin  for 
ium  paid  is  adjusted  to  such 
»very  under  a  policy  of  insur- 
e  guaranteed  value  lost,  less 
my  taxes  on  his  house,  his 
e  thepr  hare  value  for  occu- 

0  pronts  from  such  occupancy, 
convertible  value  in  money. 
I,  in  that  it  is  only  a  warrant 

produce  gain  in  either  use, 

omparison  between  a  policy 
IS  an  investment.  I  borrow 
rho  has  preceded  me.    By  an 

1  is  to  be  paid  at  the  death  of 
y  is  to  be  paid,  I  mean  under 
of  the  terms  of  such  a  policy, 
>n  in  any  way  is  fatal.  It  is 
x>mpany  to  annul  and  cancel 
>licy  is  to  be  paid  only  at  the 
IS  no  value  to  anybodv,  not 
d  if  it  were,  it  has  within  it, 
x>  him  who  only  converts  it, 
it.  It  will  not  pay  taxes,  it 
spective  entirely;  its  value  is 
ent  contin^ncies,  ail  neces- 
it  to  cancel  it.  I  suspect  that 
A  that  there  is  not,  cannot  be 
;  there  cannot  be,  even  any 
ave  been  a  constant  source  of 

will  be  to  re-place  itself,  less 
companies,  if  not  so  clearly 
arv,  any  mathematician,  any 
tell  you  that  when  a  mutual 
its  existence,  each  dollar  of 
es.  None  of  these  character* 
lat  has  a  value,  it  has  a  value 
iment  on  earth  in  point  of 
s  a  convertible  value ;  it  may 
sr  more  or  less  than  its  face, 
represents  a  value  in  money. 
I  as  in  this  country  a  human 

to  the  equity  view  of  taxation 
:  decided  that  such  premiums 
I  taxation,  let  us  discuss  the 

I  from  one  state,  and  flowing 
state  in  which  received,  for 
on,  while  the  state  from 
And  that  is  the  gist  of  all 
resolution  of  the  gentleman 
[n  reply,  it  seems  sufiicient  to 
,  that  the  state  enhanced  by 
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Qyestmento  of  premiums, 
>aid  in  losses.  Not  only  i 
ciay  be  domiciled,  practi 
ticrease,  if  the  losses  paid 
Lnd  such  return  must  hi 
eceiyed  in  premiums,  le 
eceiving  premiums  has,  1 
Qterest  for  the  highest  cl 
azation,  is  to  force  upon 
ipon  all  its  property,  the  i 
preat  calamity  comes,  the 
ind  the  consequent  and  pa 
lalamitpr  at  Chicago  shall 
mrdenmg  and  restricting 
onflagration  ¥rill  not  hay 
rith  the  lights  and  ezper 
trough t  to  consider  more 
lU  the  suffering,  all  the  d 
practicable,  I  should  saj 
breign  insurance.  Were 
o  much  of  muscle  and  bn 
ay  let  the  country  ini 
esources. 

As  in  m^  state  we  hav< 
aws,  specifically  as  sue! 
lave  peci^liar  interest  for  i 

I  must  say  that  my  ideas 
md  I  am  not  prepared  to  i 
izcept  as  an  adjustment 
>roposed  plans  of  tazati 
lisclaim,  so  far  as  my  fe( 
riew  of  the  gentleman  frc 
n  the  interests  of  thepolic 
lere  in  the  interest  of  the 
nore :  first,  that  the  paym< 
hem  to  companies,  shall  t 
hese  policies  is  not  ezc 
nterests  of  the  companies 
lolders,  to  the  extent,  at  I 
>f  the  company,  we  must  i 
ire  to  find  the  equipoise 
>olicyholders,  protecting  1 
-ight  to  do  so,  and  protect 
hey  are  guaranteed.  In  y 
issured,  whatever  ignorei 
company,  at  a  matter  of 
Therefore,  in  all  discussio 
;he  company,  and  the  intei 
ind  that  any  legislation  w 

It  seems  to  me,  Mr.  Pre 
don  upon  stock  compani 
respectively.  If  I  put  or 
import  from  a  foreign  o 
lecessary  to  this  people 
noney  on  the  transportati 
it  is  true,  but  I  do  not  put 
Ically.  It  is,  with  the  s 
investment,  and,  in  conm 
irhich  are  inseparable  fr 


Digitized  by 


Google 


a  view  to  the  profit 
^  of  human  life,  are 
its  exemption  from 
Louisiana,  imports 
.  So,  a^ain,  if  the 
nt  of  one  hundred 
receive  any  certain 
:heir  stock,  then  to 
T  purpose  than  to 
sted.  Capital,  in  a 
no  more  protection 
A  a  railroad  which 
(tment  in  which  is 
against  loss,  but  in 
It  is  certainly  not 
ny  other  state  than 
ks  and  all  the  losses 
o  a  mixed  company 
that  it  is  risked  in 
f  money  for  profit, 
insurance  can  have 
d  to  the  amount  of 
'hen  the  policy  is  a 
ay  if  he  attains  the 
a  life  policy  tends, 
ment  of  money  on 
ng  provision,  at  the 
[le  single  purpose  in 
Eind  protect  existent 
specifically  guaran- 
>eculation.  Now,  if 
eing  that  a  policy  of 
that  the  cost  of  that 
isand  dollars  ready 
o  be  paid  to  himself, 
'est  in  United  States 
any  contingency  be 
idea  of  speculation, 
f  announce  on  their 
reverses  of  fortune 
d,  in  my  opinion, 
the  calculations  on 
such  circumstances 
lations  will  redound 
s  much  a  subject  of 
in  a  stock  of  shoes, 
recede. 

ntinuance,  is  of  con- 
twill  benefit  some- 
self;  it  it  be  a  policy 
eneficiaries.  But  if 
lefore  the  money  be 
upon  a  premium  on 
have  been  charged 
(ince  the  policy  has 
:hat  the  results  of  a 
>enefits.  If  policies 
ifit  is  realized,  when 
ind  dollars  upon  the 
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ten  year  endowment  plan ;  yovi 
upon  the  life  plan.  The  cora 
matures.  We  have  both  been  ii 
get  my  money  at  the  end  often 
fails.  Where  do  you  get  yours  i 
I  am  taxed.  The  policy  for  wh 
still  prospective.  Now,  if  the  ta 
the  policy  when  I  realized  upoi 
your  case,  as  you  never  realized 
would  never  have  paid  the  tax 
have  money  in  hand,  and,  until 
a  burden  on  prospective  provi 
the  higher  moral  law — the  high 
A  policy  of  life  insurance,  Mr 
It  be  with  so  many  classes?  wh 
policy  of  life  insurance  as  pre 
taxes  me  as  property  you  pro% 
benefit  of  that  property.  Sin< 
valueless  to  me  until  a  certain 
sense  is  it  property?  If  it  bci 
It  is  certainly  not  a  tax  upon  th 
life  in  conformity  with  the  divi 
that  I  die.  Am  I  taxed  for  livii 
Mr.  Gainbs  :  I  have  but  one  i 
the  losses  from  the  gross  premii 
company,  organized  under  the 
the  state  of  Arkansas.  It  may  i 
to  occur,  that  the  premiums  p 
company  for  a  particular  year  n 
There  will  evidently,  then,  be  n 
that  it  happened,  which  is  a  coi 
itate  of  New  York,  in  that  same 
the  distribution  of  the  surplus 
States  must  be  to  all  its  policyh 
them,  or  it  must  be  based  upo 
these  policies  are  held.  It  resu 
company,  the  premiums  receiv< 
citizen  policyholders  in  that  sta 
that  conipany,  and  receive  an 
taxed.  That  proves  the  fallacy 
premiums  before  the  assessmen 
arrive  at  a  system  of  taxation  m 
holders.  And  to  the  end  that  a 
compromised,  adjusted  and  sett 
amendment  of  the  gentleman 
taxation  be  upon  the  basis  of  c 
fire  companies,  one  half  per  o 
companies  and  upon  premiums 
and  one  per  cent  upon  premiun 
that  the  question  of  taxing  the 
left  to  the  states  in  which  those 
Mr.  Row,  of  Michigan :  I  sup 
Mr.  Reynolds  :  Having  ofiei 
the  right  to  accept  the  amendm 
Gaines)  as  my  amendment? 
The  FRB8IDBNT,  fro  ttm:  Y 
Mr.  Reynolds  :  As  I  wish  t 
willing  to  accept  it  As  he  has 
in  my  amendment,  I  would  lik< 
points. 
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iOt  want  to  accept  it,  then  ? 
:s  in  his  amendment  to  my  own. 
chair  understand  the  gentleman 
lat  he  accepts  the  proposition  ? 
idment  of  the  gentleman    from 

chair  please  to  state  the  ques- 

on  is  now  on  the  adoption  of  the 
lent  to  an  amendment;  the  gen- 
iccepts  the  proposition  made  by 
aines)  as  an  amendment  to  the 
ow  on  the  adoption  of  the  amend- 

put,  and  if  no  other  gentleman 
or  two.  My  recollection  is,  that 
day  or  at  the  last  session  of  the 
i  upon  this  subject  adverse  to  the 
port  as  it  was  first  made  to  the 
J  not  of  principle.  I  wish  again 
[believe  this  report  to  be  wrong 
stem  of  taxation.  I  do  not  believe 
elieve  in  the  principle  which  has 
lot  taxing  income  or  outgo.  It  is 
ont  and  unequal  in  its  application 
countrv.  There  is  no  basis,  in 
ined  with  political  or  economical 
im  toio.  I  believe  in  taxing  pro- 
s  that  within  the  limits  of  a  state, 
it  where  a  certain  imposition  may 
s,  but  I  do  not  believe  this  is  one 

iny  full  argument  on  this  subject, 
ise  I  believe,  as  I  stated  before, 
1  thought  that  a  majority  of  the 
character,  and  that  the  general 
fit  But  I  am  rather  pleased  to 
>inion  on  the  subject  now,  and  I 
more  liberal  view  of  this  subject, 
tainly,  of  the  recent  calamity  at 
pon  the  use  or  introduction  of 

gentleman  from  New  York  (Mr. 
irance  companies  to  do  business 

ng  the  companies  to  do  business 
son  why  we  should  tax  an  insur- 
more  than  we  should  tax  an 
a  Wisconsin,  (Mr.  Breese^  has 
imaker*s  shop  or  Kny  other  ICRiti- 
and  honorably  carried  on.  That 


veil  as  corporate,  is  a  public  bene- 
ke  law,  tax  the  income  of  a  shoe- 
\  same  as  an  insurance  company? 
ion  lies  ?  He  admits  that  i<is  a  tax 

Why  should  he  pay  taxes  upon 
ed  twenty  minutes  before,  or  the 
ipon  the  same  identical  money 

policy.    He  has  first  been  taxed 
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on  that  identical  money  i 
property ;  he  converts  it  i 
sumption  is  that  it  has  bee 
For  using  it  in  an  impropc 
would  like  to  have  some  \ 
anywhere  why  I  should  b< 
dollars,  that  I  may  chan< 
life  or  fire  insurance,  any 
dred  dollars  to  a  grocer, 
a  necessity  of  the  presen 
sidered  just  as  proper, 
insurance  upon  his  prope 
—just  as  provident  Now 
just  as  well  as  upon  the  < 
larly  stupid,  and  have  nol 
presume  it  is  so,  and  I  ho] 
not  seen  it  yet,  I  must  coi 
opposed  to  it  on  general  tei 
tax  men  upon  the  different 
do  not  tax  railroad  corpoi 
banking  corporations.  Y< 
the  same  way,  as  I  undersi 
ration— these  life  insurano 
in  this  particular  manner? 
jected  to  the  laws  which  g 
income  should  be  taxed  in 
reasons  why  it  should  not 
why  it  should  be.  And  ye 
degree  of  unanimity  in  regi 
not  have  raised  any  opposii 
sUte  of  New  York  that  she 
of  .Massachusetts  does  not  1 
panics  under  a  reciprocal  c 
not  tax  any  companies  exc 
upon  us. 
Mr.  Brsksb  :  Do  you  tax 
Mr.  MiLLKR :  Not  upon  I 
Mr.  Brbbsb  :  Not  upon  p 
Mr.  MiLLSR :  I  do  not  ki 
except  under  a  reciprocal  cl 
I  hope  that  this  questi 
conclusions,  or  embarrass 
subjects,  and  if  fre  cannot 
elusions  upon  this  subject  a 
and  leave  this  matter  open 
all  events,  let  us,  so  far  i 
which  we  can  agree  with  th 
for  us  to  come  to  any  ham 
great  yielding  of  individual 
and  attend  to  those  points  *« 
the  legislatures,  at  all  even 
that  are  likely  to  prove  soui 
enactment  of  those  measure 
Mr.  Brsbsb,  of  Wisconsi 
stand  that  this  committee  1 
and  had  not  in  mind  the  rec 
have  suffered  from  the  te 
were  of  the  opinion  that  tl 
That  was  the  reason  why  1 1 
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tremium,  in  view  of  what 
scent  losses  bj  fire. 
I  who  are  opposed  to  taxing 
we  were  to  draw  a  conclu- 
hat  some  of  the  gentlemen 
irthing.  And  I  see  no  reason 
companies  are  not.  But  I 
as  discouraged  the  recom- 
i  to  produce  the  evil  that  a 
ould  be  the  result  if  life 
ation?  What  would  be  the 
or  three  hundred  thousand 
mies,  or  buy  that  amount  of 
t  would  be  forever  free  from 
icies  that  would  bring  me  a 
^  as  I  lived,  and  my  family 
holly.  That  is  just  what  it 
done  now  to  avoid  taxation 
convention  has  discouraged 
e,  to  exempt  a  large  amount 
d  poorer  creditors.  I  don't 
ay.  I  think  the  laws  of  the 
idy  for  such  cases.  It  may 
to  go  upon  this  theory.  I 
>mpanie8  is  taxed ;  and  as  a 
try  are  located  here,  a  great 
state  from  this  source.  But 
inesota,  Wisconsin,  Illinois, 
of  the  middle  and  western 
npanies  having  capital  upon 
sequence  is,  that  our  money 
where  these  companies  are. 
ularly  —  large  reserves  are 
[lat  are  never  taxed.  Their 
K  in  the  state  of  Wisconsin, 
ie. 

r  the  just  and  true  way  would 
y  policy  of  our  citizens,  and 
and  levy  upon  it  the  taxes 
nt.  I  am  not  determining 
be  put  upon  the  assessment- 
it  But  the  money  is  not 
oney  is  here  in  New  York ; 
lere;  and  we  do  not  permit 
[lat,  you  see,  a  large  amount 
cannot  reach  it.  A  farmer 
iny  difference  whether  he  is 
fof  it;  he  may  have  bought 
$5,oQO  on  it.  The  assessor 
>  pay  upon  the  $10,000  for 
nsurance ;  and  the  money  is 
it  of  taxes.  Now,  I  cannot 
y  idea  is,  that  if  a  policy  is 
as  not  a  principle  in  it,  why 
re  is  a  principle  here,  and  a 
should  pay  their  proportion 
f  property,  whatever  it  may 
laxint^  this  property  like  any 
The  mode  that  we  suggest 
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here — of  taxing  upon  the 
union ;  and  it  is  the  way  wi 
thing  in  the  constitution  of 
this  principle,  then  I  say  th 
impracticable  to  tax  these  n 
cannot  tax  them  in  any  otl 
tions ;  and  it  can  be  done, 
be  taxed.  And  here  in  Ne 
assets  are  taxed.  It  is  onl 
reserve  proper  is  taxed  at  aj 
have  omitted  to  calculate  h( 
thing  like  what  the  farmer 
other  enterprise  in  our  midi 
with  what  the  merchant  hai 
two  or  three  per  cent  every 
paper  in  the  bank,  he  has  j 
his  profit  is  in  stock)  that  s 
tax  upo^  it.  This  tax,  he 
very  reasonable  compared 
according  to  the  other  mett 
ought  to  be  satisfactory,  ge 
this  convention,  that  we  x 
different  states  will  pass  la 
have  no  idea  that  uniformit 
Mr.  Miller,  of  New  Yo 
to  propose  for  the  report, 
except  such  as  I  have  expr 
think  that  they  are  not  soui 
victions,  if  there  is  a  genera 
freely  co-operate  to  have  r 
convention.  The  gentlema 
who  pays  an  insurance  pren 
who  owns  a  farm.  I  do  nc 
taxed.  But  I  do  not  see  wli 
money  in  that  particular  wa 

gay  it  out ;  and  it  does  not  t 
ind,  or  bonds,  or  any  o 
undoubtedly  reached — the 
taxing  power  somewhere,  a 

Mr.  Brbbsb  :  How  is  the 

Mr.  MiLLBR :  It  is  reachc 
do  not  reach  it  as  a  res< 
company. 

And  then,  again,  the  gei 
and  the  person  who  pays  it 
a  hundred — at  all  events,  a 
panics — the  company  is  cc 
the  premium  is  a  part  of  t 
drawn  between  the  man  wh 
are  not  hostile,  but  identica 

I  say,  again,  that  I  am  at 
of  taxation  rests.  I  am  aw 
most  complicated  and  unsei 
I  must  confess  that  my  own 
But,  as  I  said  before,  I  ha 
upon  which  to  rest  this  rep 
porations. 

Mr.  WnxiAMS,  of  Ohio 
ought  not  to  ask  any  one  h 
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pay  a  tax  on  his  premium  of 
bill,  or  his  clothier's  bill,  or  his 
I  bit  more,  but  just  exactly  as 
ing  us.  What  is  the  difference? 
br  sale  just  as  well  as  the  gro- 
roceries;  and  of  the  insurance 
I  you  saj  you  don*t  paj  anjr- 
ildf  like  to  know  if  the  man  that 
t  exactlj  as  much  as  the  man 
nsurance?  It  seems  to  me  that 
br  if  jrou  are  in  favor  of  a  tax 

all;  then  tax  everything,  and 

[  nothing.  I  see  no  difference 
policy  and  a  pound  of  coffee. 

man,  i  trust  that  both  ^ou  and 
one  or  two  ideas ;  for,  if  I  had 

I  should    have  come  to  these 

policy  to  tax  what  is  disadvan- 
f  a  government,  to  force  out  of 
its  people.  It  is  good  policy 
on  of  w.iat  is  advantageous  to 
^  imported  from  the  island  of 
ntageous  to  this  country  to  tax 
production,  if  the  importation 
)d  policy  to  tax  it  three  hundred 
s  advantageous  in  its  use  to  the 
y  to  pay  a  premium  upon   its 

t  all,  to  promote  evetpr  sort  of 
stability  to  the  necessities  of  the 
remium  on  its  practice,  or  not 

nt,  that  my  amendment  to  the 
bama,  shall  not  commit  me  to 
n  insurance,  and,  if  he  had 
I  do  not  endorse  any  degree  of 
i  as  we  are  here,  not  to  discuss 
athematical  bearing  of  things, 
ution  of  differences  of  opinion 
t  as  a  compromise.  I  do  not 
1  this  union  legislate  so  as  to  . 
lome  rate  of  taxation ;  and  if  it 
n  be  taxed  less  than  a  half  per 

ending  to  have  insurance  taxed, 
the  arguments  in  favor  of  its 
iselves  —  that  is  to  say,  discard- 
.  If  3'ou  say  "Insurance  must 
►d  of  the  people,"  they  will  say 
aust  not  tax  dry  goods."  Now 
ject  to  a  tax,  but  let  the  tax  be 
ake  this  explanation,  so  that  I 
lelf  to  the  propriety  of  taxing 
But  I  think  it  just  as  impossible 
y,  exempting  it  from  taxation  at 
e  I  suggest  a  half  per  cent  as 
ie  exemption  in  favor  of  marine 
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and  life ;  because  the  marine  i 
than  fire.  It  is  next  to  impos 
contingencies  bear  to  each  ot 
contingencies  bears  to  the  wh( 
against  a  house  burning  down 
it  blow  up  by  the  explosion 
policy  is  forfeited.  If  a  house 
insured.  If  the  lightning  stril 
it,  it  is  not  insured.  But  if  a  i 
run  against  a  bank,  if,  in  tJ 
shoal,  if  SLTif  of  the  conting< 
wood  which  is  the  compositioi 
just  in  proportion  as  the  rii 
exigencies  are  multiplied  —  ita 
my  humble  opinion,  should 
insurance  company  is  a  sul 
precaution  taken  by  the  indi^ 
which  the  public  should  take  i 
that  the  government  of  the 
male  citizen  against  death;  1 
loses  just  so  much  brain  and  n 
of  the  country.  But,  inasmuc 
uniform  regulation  to  the  effec 
taxation,  I  put  it  at  a  half 
hundredth  part  of  the  two-mil 
be  better.  I  am  opposed  to  ta 
of  one  per  cent  as  the  least  ] 
receive  the  uniform  approval  < 

Mr.  Kelsey,  of  New  Jersey 
committee,  and  I  also  disagr 
gentleman  from  Alabama.  ' 
alluded  to  here  by  the  gentlen 
be  considered  in  something  li; 
insurance  company,  of  Newa; 
establishes  agencies,  and  throi 
$100,000  in  premiums,  certain 
are  made  up  in  New  York,  the 
and  if  the  rate  of  taxation  in 
whatever  it  may  be,  the  state 
had  the  money  been  invested  1 
of  those  who  purchased  life  ir 
and  would  have  received.  So, 
companies  doing  business  ther 
the  aggregate,  redeeming  the 
number  of  dollars  that  they  bi 
companies  ought  to  be  taxed,  1 
from  New  York  suggests,  tl 
possess  —  upon  their  actual  w< 
have  the  authority  of  the  gent 
life  insurance  companies  of  tl 
same  category  I  am  not  infoi 
investment  upon  the  security  < 

Three  of  the  life  insurance 
offices  are  in  this  city,  have  in^ 
missioner  from  Massachusetts 
of  real  estate,  $47,879,000,  neai 
do  not  pay  one  single  cent  of  t 
of  that  is  invested  in  New  J( 
company  pays  no  tax  to  the  st 


Digitized  by 


Google 


i4P 

in  New  Jersey,  who  owes  this  money 

I  mortgage,  is  obliged,  under  the  laws 
e  upon  that  money  which  he  owes  to 
le  indebtedness  is  only  deducted  from 
in  case  a  creditor  resides  in  the  state, 
lould  pay  taxes  to  the  state  in  some 
the  correct  theory  of  taxation  in  all 
the  principle  of  taxation  is  somewhat 
i   informed,   has  a  system  of  taxing 

II  the  states,  and,  I  think,  in  not  very 
B  that  I  have  just  mentioned  as  having 
ate  $47,897,000,  have  also  invested  in 
re  is  $55,000,000  that  pays  not  a  dollar 

ng  insurance  companies  properly  and 
ice  is  to  take  care  of  one's  self;  and  I 
nd  it  is  due  to  the  state,  that  its  public 
have  influence  or  direct  the  legisla- 
3f  that  state  are  protected.  The  een- 
>f  a  dollar  of  life  insurance  is  paid  for 
ny  is  to  be  taxed  on  that  premium,  it 
mes  that  the  assured  has  already  paid 
i  the  company  is  to  be  taxed  upon  it, 
:es  me,  is  quite  fallacious;  because,  iif 
r  the  amount  of  his  taxable  property 
>  to  the  insurance  company,  he  has 
And  it  strikes  me  that  the  company 
be  paid  to  the  state  in  some  form, 
in  has,  that  life  insurance  may  be 
3f  life — that  you  might  as  well  take 
IS  his  policy  of  life  insurance,  I  say, 
le  matter  down  to  a  verjr  small  point. 
1  I  agree  with  his  doctrine  upon  that 
ig  to  the  amount  of  his  wealth.  If  he 
not  exempt  that  $100,  let  that  $100 
le  is  worth  millions  he  may  possibly 
axes  must  be  paid  by  all  alike.  The 
IS  other  corporations  ?  You  don't  tax 
B.**    But  I  think  in  that  he  is  in  error; 

B. 

not  understand  me.     I  said  they  are 

orporations  doing  business  under  the 
t  taxed  in  our  state.  The  Delaware 
^ania  Central,  that  has  just  leased  two 
T  the  laws  of  the  state,  to  pay  a  tax 
lere;  but  not  upon  their  income.  But 
i  is  a  beneficial  institution  conducing 
>rding  to  sound  public  policy,  to  be 
i  same  thing  can  be  advanced  in  favor 
ione  very  much  to  enrich  the  country 
e  door  is  to  be  opened  by  the  abolition 
nee  companies,  we  will  find  railroad 
ry  strong,  and  I  think  they  could  in  a 
rorable  as  the  insurance  companies 

it  strikes  me,  Mr.  President,  is  based 
other  branch  of  business  is.  Men  do 
lot  establish  fire  and  life  insurance 
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companies  to  benefit  their  fellc 
themselves,  or  to  make  places 
give  them  power  in  the  comm 
money.  And'  we  have  not  to  gc 
They  abound  to  a  considerable 
not  mtend  to  speak  of  any  state 

Again,  as  to  the  practicability 
to  the  patron  of  insurance  com 
gentleman  here  presume  to  say 
msurance  for  a  half  of  one  per  c< 
less,  if  the  state  taxes  were  aboli 

It  has  been  suggested  to  me 
make  a  difference  in  the  mutual 
might.  But  I  am  inclined  to  thi 
just  as  great  with  companies  wo: 
to  New  Jersey,  whatever  the  proi 
they  are  likely  to  be  imposed  i 
panies,  they  come  there  and  ap 
the  large  expense  of  $500  per  da; 
be  some  way  in  which  the  mo 
reached ;  and  I  can  see  no  way 
amount  of  their  gross  receipts ;  ; 
substitute  now,  or  after  a  vote  hi 
before  the  convention,  and  it  ah 
amendment  to  the  report  of  the 
cent  upon  the  gross  receipts  of 
it  now.  I  think  the  better  waj 
question  already  before  the  conv 
idea  can  be  presented  in  proper  1 

Mr.  Spencer,  of  Rhode  Isli 
prevail.  As  a  member  of  the  cor 
recommended,  and  a  majority  of 
a-half  per  cent  on  the  gross  i 
favorable  to  a  tax  of  two  per  cen 
tax  assessed  in  my  own  state  1 
upon  fire  and  life  insurance  c 
report  to  the  committee,  I  as  coi 
am  in  favor  of  a  tax — not  havir 
gentleman — that  it  is  in  itself 
ance  companies.  If  this  was  i 
should  certainly  have  no  questio 
it  always  practicable  to  do  wl 
instance,  an  example.  I  will  tal 
1  live.  I  have  insurance  polio 
$20,000.  I  regard  the  cash  surre 
according  to  my  best  judgmen 
Now  sir,  in  the  event  of  that  act 
tax  on  premiums,  should  I,  un 
that  $3,500,  the  amount  that  I  c< 
most  certainly  get  clear  of  that  1 
instances.  I  know  of  men  in 
the  case  in  your  own  state,  ths 
amount  of  $150,000,  and  even  i 
investment.  Well,  sir,  under  th 
of  paying  any  tax  on  every  d< 
cannot  see  any  reason  why  the 
bended,  Mr.  President,  from  th 
upon  which  we  should  be  callei 
so  much  difference  of  opinion 
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shall  agree  upon 
ire  will  be  a  uni- 
low,  I  think  I  can 
ess  a  tax  on  life 
s  doing  business 
Bsess  a  tax  on  our 
:k — a  tax  assessed 
OUT  life  insurance 
mount  was  about 
t  $.16,000. 
not  be  adopted. 
I  convention  is  to 
jp  of  the  cost  of 
for  expenses  and 
margin  a  portion 
excess  of  interest 
to  tax  premiums, 
be  deducted  from 
g^eat  one,  to  the 
i  realized.  It  is  a 
rotecting  the  state 
report  for  1871,  I 
ts  by  a  few  of  the 
harter  Oak  would 
hat  state,  in  1870. 
ental,  $5,049;  the 
I  the  total  amount 
assachusetts  upon 

be  levied  at  all,  it 
of  court  expenses, 
in  the  state;  and 
te,  that  is,  the  net 
expenses,  return 
the  company  maj 

propose  to  detain 
ith  the  report  of 
»S8  premiums.  It 
ly  of  arriving  at  a 
,  as  suggested  by 
ry  small  tax,  per- 
ucting  the  losses, 

'ey,  it  strikes  me 
t  his  family  from 

investing  in  life 
icres  for  his  farm, 
:d  by  Mr.  Kelse^, 
,  and  invested  in 
arily  be  free  from 
ich  the  premiums 
might  be  invested 

the  farm  and  in 
tate. 

e  (and  it  is  some- 
le  same  premium, 
the  policyholder, 
bcrations,     called 


Digitized  by 


Google 


15 

witnesses,  who  testified  in  regard  t 
mpanies.  But  I  apprehend  that  i 
licyholder  pays  the  tax.  I  think  tt 
ny ;  that  these  rates  of  premium  a 
lich  the  company  does  business.  1 
n,  where  we  tax  them  three  per  cer 
rge,  but  they  are  also  fixed  for  the  f 
,ny  does  not  graduate  their  rate 
ey  do  business,  for  the  premium  it 
'  Mr.  Kelsey,  in  the  case  of  dividend 
ceiving  a  proportionate  amount,  m 
ally  the  tax  should  come  from  th 
>m  the  company,  or  whether  it  com 
ntend,  sir,  that  the  principle  of 
vests  in  insurance,  he  should  pay  I 
'  the  government. 

Mr.  Webb,  of  Kansas :  My  friend 
novel  idea.  In  one  sense  it  is  nove 
)n,  to  rob  Peter  to  pay  Paul.  Now 
must  be  clear  to  all  the  members  o: 
mpanies  do  graduate  their  premiut 
iposed  upon  them  in  transacting  th 
Mr.  Row:  In  the  different  states? 
Mr.  Webb  :  Yes,  sir ;  wherever  thi 
'aduate  them  with  respect  to  Michij 
at  state  is  concerned,  and  in  New  '' 
eir  premiums,  and  regulate  them  v 
s  incurred  in  the  transaction  of  bu 
>licyholder  does  not  pay,  the  p 
icause  the  companies  take  out  of  th 
ly  the  tax  there  imposed  upon  the  < 
lat  which  goes  to  their  agents  or  o 
ly  any  other  necessary  expense  w 
imk  they  would  be  helped  any  by  t 
le  gentleman  from  Michigan.  It  s< 
lestion,  some  of  the  gentlemen  ha\ 
hich,  to  my  mind,  is  all  important 
5n,  or  no  taxation.  Let  New  Yorl 
id  her  foreign  corporations,  and 
ishes ;  it  does  not  affect  you  or  you 
>r  does  it  affect  the  gentleman  1 
rkansas  tax  her  insurance  corporal 
le  pleases.  What  difference  does  i 
isesses  the  real  estate  of  the  state 
(sessment,  or  whether  the  state  ass 
irnings?  It  is  a  matter  of  no  pc 
Wisconsin  assesses  a  tax  upon  the 
«rned  by  individuals  or  by  corpoi 
ithin  the  state  of  Kansas,  under  th< 
)  too,  in  Pennsylvana,  a  large  prof 
pon  their  incomes  or  gross  earni 
ode;  and  very  little,  if  any,  of  the 
le  realty  of  the  state  for  state  pur 
hile  New  York  taxes  her  insurance 
ther  upon  their  capital  stock,  or  ta: 
r  his  stock,  or  whatever  mode  is  ad< 
eble,  or  single  taxation,  it  is  a  mat 
le  and  my  state.  But  when  corp 
ndertake  to  come  into  Kansas  to  < 
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intas,  or  Minnesota,  or  Iowa, 
the  track  of  her  railroads,  nor 
ut  for  the  purpose  of  benefiting 
il  citizen,  these  insurance  com- 
ting  business,  not  only  in  the 
;her  states  and  what  their  par- 
settled  bj  the  recent  decision 
versus  The  State  of  Virginia. 
:tlj,  no  insurance  corporations 
le  state  of  New  York,  has  anj 
local  legislation  may  prescribe, 
ctly,   in  exercising  that  power 
:e  of  New  York,  or  corporation 
;  corporations  reside  here,  the}* 
onetary  power  of  the  corpora- 
orporations  arc  concerned,  they 
I  your  state;    now,  upon  what 
9S  that  they   transact  in  your 
>ple  of  your  state,  who  insure 
nsurance  is  for  their  benefit,  or 
\  obligation  resting  on  them  to 
'  owe  to  themselves  and  their 
say  that  a  foreign  corporation 
the  absolute  power  to  control 
just  such  terms  as  you  in  your 
»u  exercise  that  right,  and  say 
te  for  the  purpose  of  benefiting 
r  into  the  treasury  of  your  state 
irnment?    I  say  not;  I  say  it  is 
lening  your  citizens,  and  com- 
[>rtion  of  the  taxes, 
honor  to  submit  this  morning 
\  it  very  plainly,  and  I  simply 
pays,  upon  all  the  property  he 
r  realty  or  personalty,  just  such 
state  government,  the  county 
governments  of  the  county  m 
J8  upon  his  property.     Now,  in 
takes  out  a  policy  of  insurance 
it  policy  certainly  compels  him 
expenses  necessary  to  transact 
Ke  policy  issued  to  him ;  and  if 
5  state  treasury  two  per  cent,  or 
e  premium  so  received,  just  so 
iken  his  policy  for  the  benefit  of 
y}    As  suggested  by  the  gentle- 
aid  taxes  upon  that  money  in 
ik,  or  in  hand,  or  upon  some 
i  converted  into  money  for  the 
>aid  his  taxes,  and,  if,  therefore, 
r  necessary  expenses  wnich  the 
but  also  with  two  per  cent  upon 
se  of  being  paid  into  the  state 
has  other  property— if  he  desire 
ie  makes  application,  it  is  but 
:tion  he  enjoys  to  the  company 
to  the  sura  which  he  necessarily 
he  protection,  a  sum  to  be  paid 
support  of  government,  compels 
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the  man  to  pay  a  double  tax. 
uniform,  and  that  it  is  not  a  syt 
convention,  or  which  ought  to  b 
1  know,  sir,  that  in  my  own  i 
oar  general  laws,  and  the  men 
engage  in  that  business  are  tai 
business  of  the  corporation  th< 
created  under  the  laws  of  other  i 
and  they  are  taxed  there,  1  thin 
stand  here  and  say  that  the  prin< 
gentleman  from  Ohio  says,  and 
that  I  made,  that  the  man  who  b 
of  the  tax  the  same  as  the  man  y 
or  who  makes  any  purchase  of  a; 
than  he  would  if  no  tax  were  imp 
is  generally  accepted  now  as  tt 
that  the  consumer  pays  all  the 
trade. 

If  that  be  so,  then  it  is  very  p 
pa^s  his  grocer's  bill,  an  additioi 
paid  by  the  grocer.  While  that 
to  this  question  of  insurance  ?  I 
then,  of  course,  the  same  result 
there  is  a  reason  why  this  snouli 
does  not  employ  a  general  agent 
pose  of  doing  business.  He  doei 
his  business  and  make  sales  then 
agents  perhaps  traveling  over  the 
merchants,  but  I  have  reference  t 
agent  in  that  state  even  issues 
hands  signed  in  blank  and  he  del 
there.  There  is  an  agency  establ 
of  insurance  is  conducted  upon  tl 
business  is  saying  what  I  don't  i 
hend  to  be  the  case.  And  if  it  is 
reason  for  taxing  insurance  co 
states  than  the  one  in  which  th( 
engaged  in  mercantile  business 
difference,  and  if  that  difference 
comprehend  why  it  is  that  any  st 
insurance  company  simply  by  ws 
putting  revenue  into  the  state  trei 
actions  within  that  state.  Then 
one  state  upon  an  insurance  com 
state  transacting  business  there 
aggregate,  paid  by  all  the  comp 
ment  of  that  state ;  for  it  is  create 
protecting  the  state  from  impo 
department  can  have  over  a  foreij 
is  the  supervision  which  shall  ter 
that  state.  Beyond  that  itcanm 
created  and  should  be  maintainec 
trolling  the  companies  doing  bi 
and  proper  that  they  should  be  at 
regulated  by  the  amount  of  busii 
graduated  by  the  amount  of  expei 
entering  the  state  and  transactii 
shall  not  be  unnecessarily  burden 
Mr.  Kelsey,  of  New  Jersey  :    1 
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>anie«  organized  and  doing  busincas 
id  those  of  any  other  state  —  that  is 


Your  words  were,  that  you  would 
ipanies  organized  in  other  states,  and 
r  states,  where,  perhaps,  thej  are  not 
our  people  without  paying  a  single 

iipt  the  gentleman  when  he  speaks, 
me.  I  did  not  say  that  I  thought 
npanies  as  they  please,  but  I  say  in 
>  tax  should  be  imposed, 
explanation  sustains  my  position 
tly,  he  says:  **Let  Kansas  tax  her 
Kansas  cannot  tax  a  company  from 
»se  companies  are  to  do  business  in 
J."  Now,  then,  certainly  no  doctrine 
I  say,  with  the  gentleman,  **  make 
how  can  you  place  them  upon  an 
t  be  reached ;  the  burdens  of  taxa- 
^nt  must  be  imposed,  and  I  say  they 
can  be,  but  that  the  result  must  be 
mt  channels.  The  companies  do  not 
AS.  They  collect  the  premiums  and 
nd  bring  it  to  New  York  for  invest- 
Kansas  to  be  drained  of  its  income 
t  are  drained  from  her  and  brought 
[et  no  benefit  whatever  from  it?  It 
not  bear  investigation  for  one  single 

t  has  been  advanced  by  some  gentle- 
ze  companies,  that  their  creation  and 
•ing  against  loss  by  fire,  is  necessary, 
:  into  pauperism  and  bankruptcy  — 
ompany  stay  in  the  state  of  Kansas 
The  calamity  at  Chicago  will  only 
must  guard  themselves  more  care- 
id  decided  steps  to  do  it.  ,They  are 
instructing  their  agents,  from  one 
rease  them  twenty-five  and  fifty  per 
red  per  cent.  If  they  cannot  make 
ih  any  agencies  there,  but  if  they  do 
companies,  they  are  taxed.  I  say 
t  them  come  from  where  they  mav. 
the  government  can  be  sufficiently 
the  door  for  them  to  come  and  draw 
tate  must  suffer  to  just  that  extent, 
ranee  companies  of  the  state,  and  of 
1  the  states  whose  companies  do  an 
companies,  is  done  in  other  states, 
»  make  their  local  office  here,  and  go 
with  the  proposition  that  has  been 
the  tax,  and  I  assume,  further,  that 
1  be  imposed  upon  them.  If  I  have 
five  hundred  dollars,  and  a  tax  of 
pay  to  the  life  insurance  company 
d  of  it.  If  I  keep  the  five  hundred 
to  a  neighbor,  I  have  got  to  pay  on 
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it  ten  dollars  every  year.  In  this  ct 
because  I  am  insured,  and  in  case  of 
of  the  policy.  I  believe  it  to  be  the  b 
can  make.  A  tax  of  two  per  cent  is  i 
If  I  had  kept  the  five  hundred  dollan 
would  be  increased  to  that  extent,  an< 

Mr.  Gaines,  of  Louisiana :  I  thin 
origin.  I  do  not  mean  to  say  that  it  i 
but  it  does  certainly  lead  to  "ways  th 
Kansas  has  come  exactly  to  my  point 
in  New  York  upon  New  York  comp 
other  states.  In  connection  with  th 
goes  to  Memphis,  Tennessee,  it  says, 
what  terms  will  you  allow  us  do  i 
propositions.  I  start  out  by  saying 
panies  to  go  to  states  and  say,  **we  i 
can  we  get  them  ?"  But  to  say  to  for 
in  your  companies ;  on  what  terms  < 
has  demonstrated  any  one  thing  in 
utmost  risk  in  effecting  large  amou 
York  property  be  insured  in  New  Orl 
that  one  company  in  New  Orleans  y 
city  of  New  York,  as  that,  if  the  wl 
break  the  companies.  But  if  the  ri 
panies  are  domiciled,  and  the  city  bu 
dently  the  policy  of  every  state  is  to 
life  and  marine,  to  do  business  withii 
is  the  effect  of  taxation  in  the  city  of  1 
Suppose  that  New  York  taxes  the  pre 
three  per  cent,  and  a  mutual  compa 
"we  are  anxious  to  have  you  take  th 
per  cent  tax."  I  do  not  pretend  that 
is  not  felt  in  New  Orleans.  What  w< 
reciprocity  between  all  sections  of  th 
to  where  risks  shall  be  offered  and  tal 
value  than  circumstances  connected 
of  risks.  We  do  not  want  any  such  t 
state  as  will  either  force  it  not  to  off( 
will  force  the  citizens  of  the  foreign  s 

Now,  if  the  principle  of  mutualitj/ 
three  per  cent,  being  collected  upon  ] 
panies,  must  be  taken  from  the  di^ 
holders.  Now,  then,  how  is  it  that  a 
policyholder  in  every  state? 

Gentlemen,  every  nook  and  corner 
tection  of  every  sort  of  capital,  whet 
or  in  brains — we  want  this  protection 
country  may  be  maintained.  Now,  i 
taxation  upon  all  the  companies  of  i 
all  over  these  United  States  be  unifor 
company  where  its  risks  come  from, 
it.  But  if  any  state  tax  the  premium 
under  the  law  of  that  state,  may  be 
states  taking  risks  in  these  compar 
We  want  companies  to  take  a  risk  wh 
the  citizens  to  select  his  company  in 

Mr.  PiLLSBURY,  of  New  Hampshi 
of  Massachusetts,  is  under  the  necesf 
desirous  of  saying  a  few  words  upon 
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iky  in  order  to  gire  him  an 


the  following  resolution : 
ed  under  the  laws  of  any  state 
>f  life  insurance  policies  than 
er  cent  interest,  shall  desire 
any  state  having  the  higher 
provided  that  such  company 
I  that  determined  by  the  lower 
;tween  the  higher  and  lower 
»nd  year,  etc.,  increasing  one- 
reserve  is  established. 
>n  to  determine,  whether  this 

hat  the  resolution  is  upon  the 

speak. 

the  rules  be  suspended,   and 

lart  of  the  convention,  the 
,  was  delared  carried. 

L.  Clarks. 

particularly  upon  that  resolu- 
subject  to  which  it  has  refer- 
>ment8  of  my  allotted  time  for 
i,  and  it  is  only  my  debire  to 
sral  question,  which  we  have 
tened  to  all  the  propositions 
:  the  basis  of  reserve.  I  have 
imittee,  and  the  report  of  Mr. 
the  communications  received 
fard  to  the  rates  of  interest — 
9  communicate  a  few  words. 
;hat  the  rates  which  have  been 
I  the  paper  which  Mr.  Barnes 
rates  of  interest  realized  upon 
sanies.  Now,  there  is  another 
ers  more  perfectly  the  ground 
norning  I  have  collected  some 
i  which  I  wish  to  bring  out.  I 
but  I  take  the  whole  sixty-five 
B  in  the  year  1870.  I  find  that 
Bsets  in  possession — I  say  in 
are  usually  termed  unrealized 
.  The  contingent  assets  of  the 
00,  making  an  aggregate  of 
include  $95,000,000  of  deferred 
f  premium  notes  and  loans, 
) — thirty-five  of  the  companies 
in  this  class  of  assets  over  the 
I  combine  together,  and  I  am 
d  dividends  reported  by  these 
$12,245,000.  The  interest  on 
de,  amounts  to  $570,000  more, 
,  which  I  think  is  certainly  a 
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and  generous  allowance.  Tl 
rest  and  dividends  received,  c 
>,  by  these  companies,  $z3,8i5,< 
land,  but  it  is  unnecessary,  perl 
tion  by  enumerating  them. 

we  apply  this  amount  of  ii 
luctive  assets  of  the  compani( 
please  understand  that  I  incli 
income  to  the  gross  amount  c 
rage  rate  of  interest  but  a  n 
B  is  the  most  favorable  view,  ^. 
he  business  of  1870,  taking  int 
hese  companies.  Now,  if  we 
luctive  assets  of  the  companies, 
apply  the  receipts  of  interest 
at  once  what  I  think  is  a  fair  a^ 
ts  of  the  company,  admitting  1 
:  average  is  4  8-10  per  cent, 
nd  now  we  are  asked  to  adop 
lation  for  reserves,  leaving  a  n 
rest.  I  here  submit  to  the  int 
ther  it  is  safe  to  trust  to  a  marg 
licate  absolute  security  upon  su 
ife  margin  upon  which  to  gu 
be  thousands  and  millions  of  tr 
jle  word.  The  inference,  it  s 
re  to  analyze  this  matter  of 
w  that  in  very  many  of  these  a 
ies  to  include,  in  their  receipts 
ket  values  accrued  upon  their  ii 
iiese  interest  accounts  market  v 
tieir  income  accounts.  Now,  ii 
:  the  reported  receipts  of  interei 
ire  of  the  case,  a  reliable  basii 
rest  We  have  heard  a  grea 
rest  on  first-class  securities. 
B  been  submitted — I  certainly 
interest  upon  all  the  assets 
ch  I  have  indicated,  and  in  mj 
ch  we  can  reach  in  the  investig 
T.  President,  I  have  no  desire 
r  wish  to  express  my  conviction 
aing  over  or  in  excess  of  a  four 
rise  to  trust  to  anything  lower 
le  gentlemen  of  this  conventio 
behind  me  everything  of  local 
not  thinking,  or  speaking  or  a 
lass  of  companies.  I  embrace, 
irance  world,  and  I  only  desin 
ire  absolute  security. 

gentleman  who  addressed  us 
•esentative  from  Illinois,  rcferrc 
ompared  with  the  computed  or 
ny  own  report,  received  to-daj 
irplus  of  fifty-one  per  cent  at  t 
teen  only  in  1870,  the  latter  a 
^iew  of  a  fact  like  this  I  am  f 
afe  to  adopt  anything  lower  tha 
might  enumerate  to  the  gentler 
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my  own  experience,  during 
reports  of  the  various  insur- 
Btate.  And  I  speak  of  them 
ose  to  cast  odium  upon  their 

I  but  a  single  fact  will  have 
rendered  to  my  department, 
'thing  like  a  perfect  balance 
iking  the  antbunt  in  hand  at 
ing  the  investments  and  the 
lake  a  balance  corresponding 
;ar.    Go  one  step  further.   In 

it  is  utterly  impossible  to 
ts,  considered  separately.  In 
cannot  be  made  to  balance, 
iscellaneous  character  which 
nay  arise  in  part  from  the 
'  the  companies,  and  it  may 
tonfusion  connected  with  the 
m  premiums  notes,  and  all 
ould  be  able  to  render  to  the 
'  accounts — I  mean  such  a 
imation  to  a  correct  balance, 
alues  —  the  practice  of  some 
eir  receipts  of  interest,  and 
:>kkeeping.  I  don't  speak  of 
is  deliberate  falsification  of 
mple  result  of  bookkeeping, 
mts  of  these  companies  items 
irage  {interest  received  upon 
reduced.  In  connection  with 
the  practices  of  many  of  the 
'e  a  purpose  to  promote  only 
What  will  you  say  to  a  fact 
rican  life  insurance  company 
uarter  of  a  million  dollars, 
te  expenses  or  for  personal 
incelling  an  equal  amount  of 
nilar  facts  equally  startling 

f  that  in  view  of  such  devel- 
ch  a  policy  as  will  check  this 
or  I  caunot  term  it  anything 
from  different  parts  of  this 
obtain  from  this  convention 
secure  in  their  own  localities 
immunities,  when  I  consider 
rith  it  these  facts,  I  do  not 
from  Louisiana,  who  last 
lid  was  nailed  in  Louisiana 
would  come  down.    This  is 

the  views  which  I  have  been 
re  no  disposition  to  urge  a 
pair  a  company  or  injure  its 

II  aid  every  honest  company, 
itself,  to  acquire  a  position, 
ution  presented  to  the  con- 
dly  the  view  which  I  am 
tio  objection,  for  it  may  be  a 
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real  and  practical  relief  to  those  coo 
aid  in  this  direction. 

I  cannot,  Mr.  President,  go  home  fr 
expression  to  just  what  I  have  said 
kindest  remembrances  of  jour  court 
willing  to  hear,  willing  to  be  convi 
heard  no  arguments  presented  whicl 
subject  of  reserve,  ancl  I  verily  believe 
indicated,  any  plan  of  reserve  less  sec 
izationofthe  business  of  life  insura 
institution  of  beneficence  and  blessi: 
mere  commercial  appliance  for  the  pr< 
private  gain.     [Applause.] 

Mr.  Barnes  :  In  order  to  do  away 
Mr.  Clarke  leaves,  I  would  beg  leave 
his  percentage  was  computed  on  the 
middle  of  the  year,  or  at  the  beginnin] 

Mr.  Clarkb  :  Let  me  say,  Mr.  Pi 
years  the  fluctuations  in  market  vi 
premiums  upon  securities,  and  I  select 
the  fairest  in  its  results  of  any  of  the  1: 
of  all  interest  and  dividends  repor 
averaged  it  for  the  whole  year  upon  t 
year. 

Mr.  Miller,  of  New  York :  I  rise 
gratification  at  the  full  and  able  way  i 
his  views  to  us,  and  in  the  next  plac 
queries  in  addition  to  that  propounde 
ask  whether  Itk  making  a  table  of  av 
interest  said  to  have  been  received, 
stated  as  accrued  but  not  collected,  oi 
interest.  That  is  the  first  question. 
Clarke  the  following  general  quest! 
satisfaction  if  Mr.  Clarke  will  state 
gentleman  has  stated  that  there  are  n( 
state  of  Massachusetts  whose  capital  a 
stood  Mr.  Clarke  to  assert  that  as  a  fac 
is  it  not  also  true  that  while  the  compt 
setts  are  and  have  been  required  to 
maintained  that  reserve*  as  is  thus  shi 
the  whole  time  mentioned  by  the  gen 
majority  of  those  companies  have  b«t 
large  dividends  ?  If  so,  is  it  not  a  nc 
been  able  to  reserve  at  the  standard  i 
have  a  large  surplus  to  periodically  di^ 

Mr.  Clarke:  In  regard  to  the  ma 
several  of  the  companies — I  will  not 
have  not  examined  carefully  in  thai 
have  passed  their  dividends  and  sever 
taining  to  the  previous  year.  But  wha 
been  declared  and  paid  upon  the  busii 
cannot  say  without  examining  the  retu 

Mr.  Miller  :  I  did  not  mean  to  inq 
whether  it  is  not  a  fact  that  the  compi 
years,  have  been  able  from  time  to  time 
that  thev  do  lay  aside  the  reserve  at  i 
surplus  from  time  to  time  ? 

Mr.  Clarke  :  Several  of  the  compj 
they  never  should  hiive  made,  and  "whi 
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at  sort  but  that  it  no  fault  of  the  reaenre. 
ke  a  dividend  and  borrow  the  money  to 
lot  affect  the  reserve.  I  am  in  favor  of 
It  tying  it  up  and  preventing  its  being 
ave  the  reserve  invested  in  proper  securi- 
e. 

it  I  understand  the  gentleman  to  admit; 
nd  have  got  it,  too,  without  intrenching 
e  assertion  comes  with  ill  grace,  that  the 
which  they  should  not  have  made.  If 
must  have  been  intrenched  upon.  All 
-eserve  shall  be  there ;  but  the  gentleman 
;here,  and  with  the  next  breath,  that  it  is 

companies  have  made  up  their  impair- 
lerves  have  been  made  good. 
e  gentleman  as  to  the  facts, 
several  of  the  companies  is  impaired,  mm 
ipartment.     But,  in  Massachusetts,  we  do 
lat  way.     If  a  company  has,  taking  its 
t  amount  of  assets  to  meet  its  reserve, 
Eis  no  authority  to  suspend  it. 
I  would  like  to  ask  Mr.  Clarke  what  he 
tion  asked  by  the  gentleman  from  New 
lot  the  companies  of  Massachusetts,  have 
rve  and  decUred  dividends.     Do  I  under- 
inies  have  declared  dividends,  but  that 
it  with? 

While  Mr.  Clarke  is  up,  I  would  like  an 
in  regard  to  accrued  interest, 
statement,  I  included  all  that  I  have  to 
I  teres  t. 

ividends,  every  member  of  this  conven- 
profits  made  by  companies  from  lapses; 
the  companies  have  been  able  to  make 
of  that  at  all.  After  eliminating  from 
;  in  these  sixtv-five  companies  in  1870, 
>8tly  of  lapsea  insurance;  an  immense 
ar.  And  so  the  amount  of  lapses  is 
irmous  aggregate ;  and  I  think  with  Mr. 
has  come,  when  some  measures  should 
esale  slaughter  of  policies  of  life  insur- 

.  Clarke,  if  he  does  not  consider  that  the 
e  to  pay  much  larger  dividends,  if  there 

i  to  that.  I  know  that  the  managers  of 
IS,  have  stated  that  their  hope  of  success 
ber  of  lapses  which  would   accrue  in  a 

lust  be    something    vicious    behind  the 

ject  for  which  the  former  subject  was 
tion  of  Mr.  Harvey,  of  Mo.  be  laid  upom 

led,  was  put  and  declared  carried. 

the  consent  of  the  convention  to  make  a 
committee,  appointed  yesterday,  to  name 
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foint  commission  to  compile  a  tabU 
»  objection,  I  will  present  the  repor 
Thb  President:  There  being  n 
ceived. 

Mr.  Kelsey  then  read  the  follow 

Insurance  Officials:  Insuranc 
perintendent  of  insurance  of  New 
Missouri;  insurance  commissioi 
mmissioner  of  Kentucky. 
Actuaries  :  Elizur  Wright,  Mass 
ark;  D.  Parks  Fackler,  New  York; 
illiam  £.  Harvey,  for  Illinois. 
Managers  of  Life  Companies: 
mpanies,  New  York ;  president  N( 
mpany,  Massachusetts;  president 
njr,  New  Jersey;  president  Connt 
,njr,  Connecticut;  president  Penn 
tnnsjlvania ;  president  Northweste 
isconsin;  president  National  Life 
ates. 

Mr.  KsLSBY  then  said  :  I  understi 
e  members  of  this  committee,  and  \ 
oe  that  that  was  their  intention,  th 
at  commission  designate  any  pei 
mpanies  upon  this  commission, 
sire. 

Mr.  Clarke  :  Will  the  gentlema 
le  understanding  of  the  committee 
esident  of  an  insurance  company 
y  officer  of  his  own  company. 

On  motion  of  Mr.  Reynolds,  o 

T.  Kelsey  was  adopted. 

The  convention  then  adjournec 
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BSDAY,   October  25,  1871. 
:en  o'clock,  A.  M.   The  presi*^ 

-der  of  business  will  be  the 

ommittee  on  taxation.     The 

ipon  the  amendment  offered 

Av.  Gaines). 

\  chair.] 

last  session  of  the  convention,  it 
i  committee  on  taxation,  offered 
in  principle  the  taxation  of  life 
lended  that  taxes  to  be  imposed 

be  onlj  upon  tlic  net  amount 
several  states.  I  am  free  to 
has  undergone  some  change, 
hat  any  system  of  taxing  gross 
tainly  believe,  as  gentlemen  nave 
:ed  as  matters  of  charity.  I  do 
ither  of  life  or  fire  insurance  in 
een  stated  by  man^  gentlemen, 
>mpany,  it  is  organized  with  the 
I  the  part  of  the  incorporators, 
lize  profits  for  themselves.  And 
1  who  have  spoken  on  this  sub- 
ould  be  levied  in  some  way  or 
>orators  of  companies,  to  operate 
siness  transaction,  in  which  men 
yy  how  you  are  going  to  reach 
n  the  states  where  the  companies 

true,  as  the  gentleman  from 
ly  stated,  that  any  tax  that  we 
must  be  paid  by  policyholders, 
lat  I  cannot  see  how  any  gentle- 
how  it  will  admit  of  any  doubt 
msiness,  make  their  calculations 
to  cost  them,  and  they  allow,  I 
I  fair  margin  for  pronts  in  the 
ou  impose,  or  in  what  way  you 
will  r.nd  means  of  making  the 
he  gentleman  from  New  Jersey 
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[r.  Kelsej),  ir  ccrtainlj  wc 
ite  forcibly  at  the  time.  1- 
pose,  was  direct  upon  the 
ether  or  not  that  policjhold 
compelled  to  pay  a  tax  then 
ite  forcibly.  He  said  that  if 
a  homestead,  he  did  it  for 
i  children;  and  if  a  man  ii 
life  insurance,  he  also  did  it 
;  question  seems  quite  pertii 
:  benefits  of  life  insurance  fi 
f  such  tax  as  the  man  who 
Iso  think  that  the  question 
r.  Breese),  has  some  force  ii 
I  gentleman  from  New  York 
:  vast  amount  of  money  that 
tes,  and  brought  to  the  grea 
lies  have  been  built  up,  and 
much  taxable  wealth  from  o 
;  those  states  should  have  ar 
ested.  In  the  state  of  Com 
•rests — where  companies  wii 

law  of  that  state  requires 
kes  a  very  handsome  reven 
►pie  of  the  West,  who  are  pj 

to  give  that  revenue  to  ths 
)n  the  amount  of  money  the 

am  therefore  led  to  believe 
tem  of  imposing  a  tax  it  n 
deration.     Whatever  tax  m 
tes  it  seems  to  me  should  b 

certain  circumstances  that 
1  which  we  seek  to  avoid. 
V  imposes  a  tax  of  three  per 
Indiana  imposes  none.     An 

insurance  from  the  same  • 
•pie  of  Pennsylvania  get  fire 
iana  because  the  competiti 
is.     Pennsylvania  by  this  sj 

state  over  a  quarter  of  a  mi 
Indiana  are  contributing  th 
msylvania.  Unless  some  u 
►n,  and  adopted  by  the  vari 
part  of  Indiana,  the  levying 
only  way  to  overcome  this 
icyholders  in  any  state,  or  a 
:e  sees  fit  to  impose.  Then  i 
ier  discussion,  and  that  fact 
:  about  heartless  and  soull< 

cent,  etc,  for  it  will  be  broi 
f  understand  is  to  be  impos 
niversal  rule,  Indiana  woul 
nsylvania  imposed, 
he  proposition  which  is  no*^ 
ims,  as  I  before  remarked,  i 

believe  that  it  can  be  sue 
itjf.  If  an  insurance  comps 
e  in  losses,  in  dividends,  or 
Jic  taxable  property  there  t 
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18  to  impose  a  tax  upon  them. 
A  profit  that  is  to  go  into  the 
'  care  not  which,  then  I  con- 
ing a  tax  upon  that  profit  to 
igh  jrou  may  put  it;  you  maj 
it  is  a  tax  directly  upon  yonr 

illiams),  and  the  gentleman 
:  a  tax  was  only  to  he  imposed 
r  losses,  etc.,  in  the  state, 
these  gentlemen  have  given 
The    figures    which    official 

to  correct  the  gentleman.  I 
)  would  he  no  tax.  I  do  not 
)  (Mr.  Williams)  might  have 

man  from  Wisconsin  (Mr. 
V  that  it  was  the  gentleman 
lat  remark.  In  the  state  of 
iirance  companies  have  paid 
^e  drawn  out;  certainly,  fire 
0  pay  Illinois  a  tax.  But  the 
panies  have  withdrawn  from 
kd  dollars  in  premiums;  and 

leaving  four  million  nine 
^hich  they  have  drawn  out. 
1,  and  if  one  per  cent,  even, 
ipon  that  vast  amount  In 
>urance  companies,  from  the 
itate  of  Indiana,  about  three 

annually.     Would   not    this 

le  house,  is  to  tax  life  and 
i  per  cent.  I  cannot  see  the 
iie  fire  insurance  companies, 
tie  people,  on  an  average,  for 
e  premium  they  charge ;  and 
:comes  taxable  wealth  in  that 
ley  withdraw  remains  in  their 
jtime.     If  any  discrimination 

be  made  in  favor  of  the  fire 

my  mind,  that  whatever  tax 
ide  upon  the  net  amounts  or 

done  within  the  state;  as  to 
tage  upon  the  premium,  or 
pon  personal  property  in  the 

have  not  fully  made  up  my 
liams^  thought  that  Ohio  had 
ng  all  alike.  I  suppose  that 
[uires  that  agents  shall  report 
ceived,  which  goes  upon  the 
;r  personal  property. 

cent. 

ixed  as  other  property,  either 
is  taxed  more,  and  in  some, 

»lan  by  the  gentleman  from 
marked,   when   the  commit- 
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tee  reported,  that  he  thought  two  pe 
•aid  if  that  tax  was  not  quite  low,  i 
companies  higher  than  we  would  forei 
taxation  on  personal  effects  be  at  a  lo-vi 
in  another,  that  there  might  be  made, 
distinction  with  the  taxation  to  be  impoi 
The  question  of  taxation,  Mr.  Preside 
very  much  complicated,  and  i  doubt  ver 
can  arrive  at  any  conclusion  with  anythj 
we  do — unless  we  can  so  compromise 
something  like  a  unanimous  sentiment, 
have  but  little  influence  with  the  iegislai 
I  do  think  that  the  best  thing  that  we 
recommend  in  the  most  forcible  manner 
be  imposed,  or  by  whatever  system  it 
come  directly  from  the  policyholders  of  I 
Mr.  Miller,  of  New  York :  I  do  not ' 
of  time  on  this  question,  I  rather  agree 
man  from  Indiana  (Mr.  Caldwell),  tha 
nature  on  which  it  would  be  better,  at 
until  some  future  time — until  some  fut 
But  as  the  members  of  the  convention  n 
merely  wish  to  make  one  or  two  furtJ 
principally  in  reference  to  the  very  plans 
distinguished  friend,  the  gentleman  from 
first  argument,  was  that  he  could  see  no 
on  insurance,  should  not  be  taxed  on  th 
property  withdrawn  from  the  taxable  j 
cannot  see  any  difference  between  the  i 
money  paid  for  any  other  object.  We  w 
guished  friend  from  New  Jersey  (Mr.  ¥ 
an  income  of  ten  thousand  dollars,  whici 
have  been  liable  to  pay  an  income  tax. 
New  Jersey  is  subject  to  taxation  unde 
He  will  pay,  we  will  say,  to  New  York  co 
thousand  dollars  a  year.  He  pays  to  so 
sand  dollars  to  stock  his  cellars  with  w 
dollars  to  some  traveling  agent  of  a  groc 
thousand  dollars  for  dry-goods,  very  proh 
Sew  York,  perhaps  ordering  his  gjods  < 
[ersey,  which  is  a  common  practice  now-s 
ectly  willing  to  pay  ten  dollars  on  the  t\ 
nsurance.     Why  not  on  the  other  thousa 

Mr.  Caldwell  :  Allow  me  to  come  to 
rom  New  Jersey  (Mr.  Kelsey),  on  that  pc 

Mr.  Miller  :  Perhaps  the  gentleman 
lad  better  wait  until  1  get  through. 

Now  seriously,  gentlemen,  I  cannot  se 
>utlay,  and  the  bread,  and  the  butter,  an( 
o  the  benefit  and  for  the  use  of  his  famil; 
noney  as  he  chooses,  of  course,  be  it  a  gi 
o  spend.  Why  this  is  a  most  unaccoun 
o  look  at  it.  It  is  unaccountable  to  me 
irith  any  gentleman :  that  because  so  mui 
herefore,  as  it  goes  out,  we  should  levy  a 
uch  a  thing.  Suppose  it  were  the  busin 
rom  New  Jersey  (Mr.  Kelsey)  to  travel  c 
restern  state,  and  he  had  to  frequently 
luring  the  year.     Now  we  will  come  to  tli 
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I  to  the  corporation  of  au-  ■ 
Pennsylvania  Central  railroaJ. 
1   he  pays  five  hundred  or  a 

he  paj8  it  in  the  state  of  New 
:  of  New  Tersej  to  be  taken  to 
ration.     Whj  should  it  not  be 

any  reason  in  the  world?     I 

gentleman. 

[I  a  moment.  Of  course,  every 
kinishes  the  dollars  in  the  state 

is  a  prettj  plain  mathematical 
ig  to  tax  all  the  dollars  that  go 
B  a  new  proposition  in  political 

ies  of  the  state  of  New  York— 
[ty-five  millions  invested  that 
illions  of  it  was  invested  in  the 
:  there.  Why,  gentlemen  from 
3u  should  tax  the  companies  of 
lat  those  companies  take  your 
i:  it  a  dollar  within  our  limits? 
York  merely  to  gain  an  advan- 

gentlemen  of  the  other  states, 
tax  as  you  please,  the  more  the 

you  will  see  that  we  will  have 
:he  way  it  is  now.  The  reason 
>t  tax  it  and  not  because  we  do. 
y  goes  to  aside  from  the  general 
le  capital  is  here  and  in  Massa- 
tleman  remarked,  and  as  every 
:  you  at  once  when  you  look  at 
insure  the  properly  of  Illinois. 

the  laws  of  trade.  This  is  a 
d  it  there,  and  if  they  had  not 
ral  companies  from  their  state 
lore  to-day  with  which  to  meet 
ich  everybody  acquainted  with 
3.  I  think  companies,  in  many 
:ause  they  would  not  submit  to 

r  man  believe  that  insurance 
That  is  a  singular  proposition. 
:6  are  mutual ;  almost  without 
istly  mutual;  the  man's  money 
ties.  What  are  the  companies? 
s;  the  money  ^oes  into  their 
ifty  millions  paid  by  people  all 
u  take,  say,  only  a  million  of 
le  company.  Who  is  the  com- 
olders  —  the  plainest  thing  in 
cing  so  much  away  that  they 
5  money.  It  was  there  for  the 
in  the  profits,  earnings  and 
ind,  of  course,  there  is  so  much 
a  mutual  company  —  perfectly 
pany,  you  let  the  stockholders 
>r  getting  that  tax.  You  can 
he  sUte  that  imposes  it    That 
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ia8  been  stated  by  others,  and 
ngenuitj  in  working  out  that  pi 
ion  is  ^concerned,  we  are  on  ; 
nade  a  recommendation  upon  1 
proceedings  of  the  first  sessioi 
everal  times  before,  and,  v/hci 
nouslj  adopted.     It  was  offerc 

^^  Resolved^  That  in  the  pr 
>olic7hoIders,  a  mutual  life  ins 
(ration  the  taxes  levied  upoi 
)olicyholder  resides,  and  that  i 
nade  from  a  dividend  to  a  pol 
lot  charge  the  company  with 
>ther  words,  that  no  portion  o 
(tate  should  be  charged  to,  or  i 
n  another  state." 

That  was  carried  unanimous] 
gentlemen.  Now,  what  are  t 
consultations  together.^  It  is  t 
re  all  agree  upon  that.  That  i 
hall  do  the  same  —  or  any  oth 
ire  we  not  jet  all  on  an  equal 
ire  all  going  to  tax  alike?  Hi 
►f  New  York,  Massachusetts  ar 
ilready  imposes  n  small  tax, 
loes  not.  Po  you  want,  in  thi 
hat  our  companies  receive? 

Mr.  Caldwell  :     In  other  si 

Mr.  Miller:  In  other  stat 
eason  for  it.  It  seems  to  me  i 
vho  has  an  interest  in  insuram 
axed,  by  local  taxation,  for  th( 
L  matter  in  which  all  are  eqi 
vork  harmoniously  and  equal Ij 
vere  speaking  only  for  my  o^ 
ihould  say  to  you  all,  impose  y 
ilong,  and  see  where  the  mone 

But  I  agree  that  this  subject 
lifferent  views,  and  honestly  er 
nore  time.  I  know  it  is  a  del 
egislator.  Legislators  are  ra 
nuch  about  the  questions  of  pc 
axation,  as  they  can  be  told  1 
ions  coming  from  this  convent 
ess  weight  than  on  any  oth 
nanagement,  the  winding-up, 
ind  all  technical  (questions  app< 
ince,  would  be  different.  Th< 
>oliticai  economy,  which  they, 
(uite  as  well  as  we ;  and  I  am  r 
>f  the  gentleman  from  Indiani 
hing  we  can  do,  is  not  to  take 
ihall  agree  with  the  majority  o 

Mr.  Caldwell  :  I  merely  \ 
fork  (Mr.  Miller)  in  some  falla< 
bought  that  way  myself,  but  n 
>krticular— he  says,  that  he  car 
rhich  a  citizen  invests  outside 
nerchandize,  and  the  money  h( 
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poa  the  monej  8o  expended,  m 
far  as  the  people  of  the  state 
lition  is  this :  that  when  he  bujs 
he  brings  back  into  ftis  state 
s  back  the  insurance,  there  is 
dry  goods  from  A.  T.  Stewart, 
onej  out  of  the  state  to  remain 
[uivalent,  which  goes  upon  the 
ate. 

point  that  comes  in  there  that 
from  Wisconsin,  (Mr.  Breese). 
d  by  western  men,  and  men  ail 
r.  Stewart,  and  with  the  Mutual 
is  not  prevented  by  the  laws  of 
profits  from  that  business  anj- 

lat— that  is  in  our  scheme. 
e  looking  to  it  now,  and  unless 
1  difference  between  the  monej 
;  which  we  invest  in  drj  goods. 

is  built  up  here  as  a  matter  oi 
>o  far  as  ore  insurance  is  con- 
n  that  point,  but  so  far  as  life 
me  that  it  is  necessary  to  have 

should  follow  that  they  should 
t  rather  strikes  me  that  the  best 
rom  the  g^eat  moneyd  centres 
ly  at  a  greater  rate  of  interest 
m  this  continent,  if  not  in  the 
t  money  which  it  receives  from 
ipany,  one  of  the  largest  in  the 
>llars.  We,  of  the  West,  could 
art  a  company  as  large  as  the 


e  last  speaker,  that  it  would  be 
estion  of  taxation  even  among 
ig  it  in  such  a  way  before  the 
r  would  agree  upon  any  propo* 
I  that  back  of  this  subject  and 
to  the  convention  in  the  Mar 
stments.  It  was  recommended, 
*e  the  committee  on  assets  and 
that  resolution  the  committee 
1  be  found  on  page  68,  and  did 
>re8sive  legislation,  as  you  are 
f  taxing  companies  has  grown 
bis  resolution.     The  resolution 

equire  insurance  companies  to 
;  where  organized ;  and  where- 
aliatory  and  aggressive  legis- 

>  investments  are  unwise  and 
afe  and  profitable  investments 

k  the  sUte  of  South  Carolina, 
it  is  impossible  for  us  to  oome 
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to  a  satisfactory  understanding  ai 
well  to  consider  this  first  questioi 
**  WkereaSi  The  laws  of  severs 
make  investments  of  funds  only  i 
Mr.  Gaines  :  I  hope  that  we  sh 
reiterate  the  statement — I  do  it  w 
not  in  a  position  to  postpone 
important  questions  which  hav€ 
and  least  of  all  the  matter  of  tai 
be  not  definite  action  by  this  con^ 
connected  with  legislation  with 
this  convention  will  never  hold 
first  and  best  reason  for  that  beli 
made  in  the  state  of  Louisiana  I 
Barnes  will  bear  me  witness  to  t 
to  the  subject  there,  and  I  feel  pe 
at  the  next  session  of  the  legislai 
ance. 

Now,  sir,  in  the  state  of  Louisia 
a  privilege  tax  of  one  thousand 
upon  the  earned  premium  incomi 
will  suggest  itself  as  being  very  < 
what  this  earned  premium  incom 
the  tax  collector  comes  and  dem 
premium  receipts,  for  the  year, 
mium  income."  And  there  is  a  d 
is  always  decided  in  favor  of  the 
that  is  the  end  of  it.  I  believe  t 
upon  this  subject,  and  I  believe  tl 
life  insurance  is  a  very  importai 
that  it  is  so  important  as  this 
uniform  rate  of  taxation  would 
likely  to  accrue  from  any  differe 
reserve.  I  perceive  that  there  is  a 
and  a  mutual  company  as  to  ho-^ 
that  the  money  invested  in  a  pr 
tends  to  the  general  good,  but  th( 
the  money.  There  is,  so  far  j 
between  the  purposes  for  which  i 
the  purposes  for  which  money  is 
cannot  live  without  the  insurance 
without  the  groceries.  But,  in  tl 
be  no  possible  profit.  The  most 
be  anticipated  is  to  replace  what 
is  this  difference,  Mr.  Presiden 
property  in  a  life  insurance  polic 
constantly  compensating  for  th( 
house.  He  buys  his  stock  of  wine 
Miller)  said.  But  he  drinks  the 
the  farm  and  makes  a  living  on  i 
how  does  the  premium  compensa 
Mr.  Caldwell  :  At  compound 
Mr.  Gaines  :  Does  he  realize  i 
Mr.  Caldwell  :  He  earns  it 
Mr.  Gaines  :  But  suppose,  by 
on  the  day  that  his  premium  is 
day  he  is  examined  and  that  poH( 
pay  a  fair  consideration  on  his  1 
have  increased  the  cost  to  him 
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n,  or  if  anybody,  shall  haTe 
which  is  the  consideration  of 
i  property,  and  should  then  be 
rospective  benefit — requife  the 
le  time  comes  when  the  benefit 
ed  ?  Now,  I  perceive  the  diflfer- 
i  anything  can  be.     If  a  man 

farm  he  works  it.  What  can 
Tow,  my  argument  will  apply 
>6t-producing  investments,  but 
il  individual  burden,  of  finan- 
itical  precision  of  calculation, 
profit  You  start  out  on  such 
e  can  be  no  profit,  because  if 
lis   life,  he   will  get  back  the 

being  ten  years  without  his 
[ity?  You  say,  he  will  in  the 
in  property?  'A.  man  insures  a 
insures  his  house  because  he 
m  because  he  wants  to  work  it. 
life.  While  all  these  things, 
iual  eDterprise  and  individual 
f  the  public  good.  If  there  be 
parent  purpose  of  the  policy — 
rs  into  the  calculation, 
ntleman  from  Louisiana  (Mr. 
rom? 

ndum.  Now,  the  gentleman 
ate  of  New  York,  on  the  pre- 
la.  You  tax  premiums  in  the 
is  taxed  in  Louisiana,  do  you 

to  know  if  the  benefit  to  New 

is  not  compensated  by  paying 
hile  there  may  be  realized  but 
of  New  York,  on  a  twenty-five 
onths  of  the  time  the  state  of 
isand  dollars  insured.     Now,  I  . 

the  state  of  Indiana?  So  long 
icy,  be  commensurate  with  the 
I  between  t!ie  two  states,  because 
in  money  as  a  lo^s.     If  that  is 

n  once  more. 

luch  as  all  policies  of  insurance 
lematical  calculation,  the  com- 
[n  other  words,  I  say  that,  if  a 
person  for  twenty-five  thousand 
lundred  dollars,  if  you  choose, 
premium.  You  propose  to  tax 
it  takes  out  of  Indiana  three 
»nths  after  the  insurance,  of  the 
thousand  dollars  by  the  death 

9licies?    Who  gets  the  benefit 

y  do  not  get  it. 

any  income  on  it. 

come.   I  say  that  the  protection 

hrough  the  protection  given  to 
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the  indiTidual,  the  benefits 
interest  that  New  York  m 
question  enters,  but  the  id 
without  increasing  the  coi 
be  paid,  and  to  just  that  e 
insuring.  If  the  Chicago 
certain  changes  in  our  insi 
and  the  community,  and  t 
this  loss.  But  if  we  shall  \ 
of  Chicago,  then  all  the  sul 
Do  you  mean  to  say  that 
protection  under  your  com] 
offer  them  the  protection, 
them  so  heavily  that  they  c 

I  may  have  started  out  i 
yesterday  that  I,  in  my  pei 
taxation.  We  have  two  e 
should  not  be  taxed  at  all 
cent.  Indeed,  some  think 
Louisiana,  as  I  have  said,  i 
per  cent;  the  tax  in  Texa 
fairly  understood  that  Kd 
views.  But,  inasmuch  as 
consideration,  have  adopte 
Pennsylvania  should  fall  f 
half.  It  is  a  fair  assumpj 
what  it  is  proposed  to  do,  U 
that  some  good  law  comes 
that  the  whole  question 
companies  shall  be  fostere 
extend  the  protection  of  th< 
protection  of  those  compar 
insure  in  her  home  comj 
destruction  as  in  Chicago, 
policies  in  other  states  ?  li 
other  states,  why  burden  th 
.  are  not  such  blockheads  as 
out  of  them  at  last.  While 
taxes  its  companies,  its  citi 
that  is  not  the  question.  V 
retaliatory  legislation  as  wi 
to  come  to  such  an  equitabi 
benefits  of  insurance  com] 
country. 

Now,  Mr.  President,  the 
money  for  him,  and  are  tw 
on  it,  and  you  are  taxed  on 
assess  its  taxes,  does  it  not 
tract  from  your  own  incom 
living?  Are  you  not  taxed 
less  so  much  ?  Why,  provi 
substance,  and  the  purpose 
the  opportunity  of  making 
must  pay  for  the  chance.  1 
mate  purpose  of  it  is  indivi 
because  I  believe  he  is  spec 
enunciates  at  the  start  a  pri 
without  any  consideration  i 
from  beggary  his  wife  and  < 
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out  a  policy  on  my  life  for  the 
ch  a  way  that  I  cannot  alter  the 
Bible  that  the  money  can  come  to 
ink  I  am  pretty  good  for  fifteen 
enty-five  thousand  dollars;  it  will 
-6.  If  I  die  I  get  the  money;  if  I 
purpose  in  the  world  of  that  man, 
ital.  lie  is  not  insuring  himselif 
;  insuring  himself  against  death, 
mate  financial  operations.  That 
irity  for  his  momey,  let  him  pay 

it  is  apprehended  these  delegates 
xomplish  in  legislation  the  con- 
i  I  am  concerned,  what  I  can  do 
e  question.  I  want  to  do  what  is 
'y  the  people  of  my  state  if  you 

hall  have  exceedingly  few  words 
any  of  the  discussion  yesterday, 
have  run.  I  wish  to  say  at  the 
equivocally  opposed  to  any  sort  of 
zcept  the  taxation  on  the  capital 
:  believe  that  we  can  make  any 

this  matter  of  taxation,  that  is 
think  I  know  the  temper  of  the 
^e  decide  upon  a  rate  of  taxation 
will  never  get  your  recommenda- 

But  the  only  point  that  I  pro- 
n,  is  the  right  to  inflict  a  tax  at 

premium  is  divided  into  three 
he  loading.  It  is  that  which  is 
will  suppose  that  a  premium  of 

twenty;    leaving   two  parts,   or 

premium  is  based  upon  a  rate 
is  receiving  five  per  cent,  that 
>unt  of  the  loading,   twenty-five 

tax  IS  a  tax  upon  the  cost  of 
rhich  is  recognized  in  the  govem- 
ht  in  this.  A  man  returns  his 
m  that  return  all  expenses  con- 
[ik  I  am  right  in  that.  Further 
nything  to  say.  I  cannot  see  the 
tting  an   income   in.      Your  tax 

is  disposed  of.  There  is  no  part 
is  eighty  per  cent  there  is  ten  left 
insurance  for  the  year.  It  is  that 
>ay  the  death  losses,  out  of  that 
down  and  makes  his  figures  upon 
allowance  for  this  cost.  It  may 
t  is  exactly  right  to  a  cent,  and 
you  take  away  the  ability  of  the 
ility.  The  remaining  amount  is 
il  of  a  cent.  Besides  that,  it  is  a 
t  as  an  investment,  but  a  deposit, 
quent  premiums  added,  etc.,  shall 

precisely  the  sum  of  money  that 
ing  two  per  cent  on  this  policy  of 
he  Interest  was  five  per  cent,  have 
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computed  the  net  rate  and  all  th< 
all  its  investments.  Take  a  doll 
dollar  out  of  the  second  year,  an< 
have  reduced  the  reserve  to  for 
annually,  will  make  twenty-five 
have  destroyed  the  ability  of  the 
five  dollars.  Tax  this  part  of 
deprive  the  company  of  the  por 
part  of  the  law,  you  had  declare 
First,  I  claim  that  the  state  hi 
this  income.  Second,  that  when 
and  the  reserve  part,  you  impair 
contracts  which  you  have  elsewh 

Mr.  Reynolds,  of  Alabama : 
a  speech.     I  think  the  conventioi 
will  be  taken,  as  there  are  other 
question  will  not  be  deferred,  bu< 
we  can  take  up  other  questions. 

Mr.  Brekse  :  Before  we  take  i 
As  chairman  of  the  committee  o 
little  interest  in  the  matter,  am 
misunderstood. 

The  committee  thought,  wh 
that  it  was  an  exceedingly  low 
business.  In  the  discussion,  so 
presented  here,  has  been  altog< 
why  this  business  should  not  pajj 
property  pays.  That  has  been  i 
of  the  discussion;  no  one  has  c( 
there  is  no  reason  why  the  resen 
citizen  of  Wisconsin,  should  not 
dollars  which  he  has  in  his  pock 
the  principle  that  all  property  sh 
with  us  in  the  report  also  say : 
that  there  should  be  no  dislinc 
has  in  life  insurance,  and  the  pr< 
or  anything  else;  that  the  taxef 
upon  it  equally. 

I  think  there  is  a  principle 
involved  in  taxation,  about  th( 
recognizes  in  taxation  is,  that  tt 
the  expenses  of  government  shoi 
And  this  money —  this  reserve  — 
is  property  which  belongs  to  m 
why  it  should  not  be  taxed  just  i 
What  would  be  the  consequence 
would  be  very  onerous,  it  would 
As  premium  is  now  charged  ii 
would  have  to  be  doubled,  or  m< 
is  the  correct  rule ;  no  one  has  fc 
not  perhaps  practicable — althou] 
be  possible  these  gentlemen  wh< 
could^  easily  devise  a  measure  1 
Every  life  insurance  company,  < 
to  the  state  department  the  am< 
of  that  state,  and  a  certain  amc 
be  levied  upon  the  reserve  belor 
know  that  that  would  be  ten  til 
to  levy  by  this  two  per  cent  on 
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r  would  be  paying.  We  all 
•  five  per  cent.  But  we  are 
vor  this  interest,  we  are  dis- 
I  beneficent  project  by  whi  jh 
the  delegates  from  the  West, 
to  deal  leniently  wifa  this 
mt  on  the  annual  preriium, 
:  not  which,  is  very  low,  and 
lid  once  upon  it.  If  I  pay  a 
my  friend  from  New  Jersepr 
ton  that;  the  balance  of  it 
n  on  interest  That  interest 
it  accumulates  here  for  him, 
until  it  is  paid  back  to  him, 
should  be ;  then  it  is  subject 
ne  if  just  rules  v/ere  applied. 
i  the  rates  that  we  propose 
ngly  small,  compared  with 
tn  Louisiana,  (Mr.  Gaines) 
oes  not  make  any  difference, 
ail  to  build  it,  I  have  got  to 
the  ground.  That  does  not 
zes  as  long  as  you  make  it 

>u  do  not  pay  taxes.  If  it  is 
ke  any  other  property.  Of 
ht  to  recommend  such  a  rate 
country  to  agree  upon ;  that 
as  been  shown  that  this  rate 
-very  much  less,  than  what 
I  be  our  endeavor  to  recom- 
iifierent  states  will  endorse*, 

that  if  we  recommend  the 
of  assets,  this  large  class  of 
)w  very  well  that  the  legisla- 
se  any  such  thing.  One  or 
ut,  Massachusetts  may  do  it. 
loney  are  accumulating,  and 

The  capital  of  these  com- 
led  by  these  premiums  from 
I  the  western  country.  They 
very  reserve  that  comes  here, 
emium,  which  goes  to  make 
ese  millions  of  reserve  that 
ople  of  Wisconsin,  Indiana, 
•these  millions  I  say,  which 
rong  legislation,  as  I  think, 

to  invest  them  elsewhere, 
here  they  may  benefit  other 
i  here,  but  how?  To  build 
arble  buildings,  that  adorn 
¥hich  are  taxed  according  to 

It  is  the  people  of  Wiscon- 
at  the  policyholders  pay  all 
pays  for  it,  and  the  taxes  on 
verything,  and  we  pay  these 

here  by  Tammany  in  New 

think,  gentlemen,  that  it  is 
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2f ;  that  we  are  taking  a  w 
ittle  pittance  upon  what  vi 
)  not  wish  to  occupy  the  t 
ee  on  something  that  is 
:he  states  already  having 
nt  to  them ;  they  will  stili 
•n  the  other  hand,  if  we  i 
t  the  country  in  the  aggre 
g  up  the  rates  in  thos 
►wering  them  in  others,  8< 

think  we  shall  have  acco: 
»mmend  any  system  th: 
mity,  I  say  we  shall  accor 
;e  the  necessity  of  enforcii 
Ate  of  taxes  differ,  just 
itory  measures.     They  ar 

and  the  only  way  to  get 
ition. 

Finch,  of  North  Carolina 
3lution,  if  those  states  wi 
»ooks  would  abolish  it.  I 
Visconsin  (Mr.  Breese),  tl 
ave  to  build  up  othei  sect 

resolution  which  corresp 
n  regard  to  this  matter. 
President  :    There  is  s 
!  in  order  as  an  original  r< 
Caldwell:    The  gentle 

argument,  a  few  mome 
he  fact,  as  he  stated  it,  th; 
ipon  which  the  business  ' 
company  to  meet  its  liabi 
:ant    pomt  —  the   all-imp 

:  that  the  company  is  ni 
)licyholder  must  pay  that 

to  impose  a  tax  of  thre 
be  ninety  cents  —  assumi 

was  thirty  dollars,  thatw 
iOuld  be  the  increased  coc 
im  or  reduced  dividends, 
large  one  or  five  per  cer 
be  almost  impossible  to  g 
aws  that  were  exactly  alik 
ts  and  differences  are  6< 
»n  is  to  let  them  tax  what 
[  is  a  tax  imposed  direc 

that  it  is  that  much  add 
id  t.iat,  I  think,  if  it  wi 
Uve  bodies  about  soulIesE 

It  brings  the  matter  dire* 
that,  whatever  tax  they  ir 
ole  country,  but  is  impoi 
eems  to  me  to  be  the  ti 
ining  any  fixed  amount,  a 
(  states,  I  think  we  will 
a  legislation.  If,  as  I  sa 
(vested  money  in  a  little  h 
ion  of  himself  and  famil 
e  did  it  because  he  believ( 
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If  the  state  of  Arkansas  finds  it 
ive  per  cent  upon  the  man  who 
jre  of  that  state  majr  think  it 
X  from  the  man  that  buys  the 
out  of  the  question.  If  Indiana 
)rs  a  homestead  onljr  }i  of  i  per 
upon  which  thej  could  favor  the 
lonej  in  a  life  policy.  Hence,  I 
re  must  leave  to  the  respective 
own  respective  necessities  and 
that  whatever  tax  is  imposed  is 
ay  to  affect  the  standard  of  the 
t  to  the  citiaen  in  the  state  that 

speech,  but  simplv  throw  out  a 
tioned  here,  that  this  tax  comes 
\y  own  part,  I  am  willing  if  the 
e  should  recover  it  if  the  policj- 
SKtion :  I  contend  that  the  tax  to 
(ents  and  officers  receive  large 
i  not  be  reduced,  in  order  that 
\  a  right  to  claim. 
I  am  called  on  to  answer  that 
sase  state  it  aurain  ? 
f  the  policyholders  do  pay  this 
laries  should  receive  less,  and 
duced,  but  that  they  may  bear 
licyholders. 

B  question  of  what  the  expenses 
t  of  thing,  it  is  foreign  to  this 
Jgatioa  at  the  proper  time.  So 
hat  question  while  debating  this 
gentleman  from  Michigan  (Mr. 
>aid  into  a  state  are  taxed  where 
I  which  they  are  to  be  paid,  th  at 
hich  they  pay  out  of  the  policies 

nswered  by  the  gentleman  from 
e  said  that  a  tax  which  went  out 
ier  tor  a  man  to  pay  his  tax  there 
I  my  state,  the  policyholders  do 
doubt.  They  do  not  object  to 
roportion  of  the  expensesof  the 
in  this  way  as  any  other.  If  a 
urance,  or  a  beautiful  farm,  he 
:,  which  the  state  has  a  right  to 

i  of  half  an  hour. 

after  recess,  it  was  called  to 

;ese. 

esident,  I  would  state  again,  that 
m  insurance  premiums  has  been 
think  that  each  member  of  the 
the  question.  I  earnestly  hope 
e  may  get  at  another  important 
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[uestion  that  will  come  up  before  us, 
nterest,  etc.,  and  I  move  that  we  no¥ 
Dent  before  the  convention. 

On  motion  of  Mr.  Gaines,  of  I 
vas  suspended,  and  Mr.  Row,  c 
ng  resolution : 

Resolved,  That  the  constitution  pre 
>e  re-committed  to  the  committee 
imended  form,  after  consultation  \i 
nsurance  companies.  Also,  that  an 
he  chair,  to  fill  the  vacancy  on  the  o 
^r.  Paine,  of  Maine. 

The  resolution  was  adopted,  ar 
ippointed  upon  the  committee,  ; 
ion. 

The  secretary  then  read  a  teleg 
:husetts,  to  General  Smith,  of  I^ 
:ommittee  on  legislation  could 
luring  his  absence,  as  if  he  W( 
»ome  one  be  substituted  in  his  ph 

On  motion  of  Mr.  Smith,  of  K 
:o  appoint  a  member  on  the  comi 
place  of  Mr.  Clarke. 

Mr.  Caldwell,  of  Indiana,  offer 
isked  that  it  be  referred  to  the  co 

Resolved,  That  Finlaison*8  mortal; 
n  Great  Britain  (report  of  i860),  on 
:able8  of  Jfardine  Henry,  now  in  proc 
br  adoption  to  the  several  states  \ 
innuities,  with  five-and-one-half  per 

Mr.  Harvby,  of  Missouri :  That  n 
nendation  which  has  already  been 
ions.  I  think  it  was  understood  thi 
valuations  was  discharged,  and  I  do 
'eferrinff  it  to  that  committee.  I  woi 
convention  in  committee  of  the  "vi 
mbject. 

Mr.  Caldwell:  I  was  not  aware 
iiad  been  discharged.  I  don't  thin] 
:harged  until  their  report  is  disposed 
the  resolution  lie  upon  the  table. 

The  Prbsidbnt  :  The  resolution  v 
>bjection. 

Mr.  Gainbs,  of  Louisiana :  I  ask  1 
don,  that  I  hold  in  mv  hand,  and  tl 
x>mmittee  designated  by  the  chairms 
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Ilows : 

;e  insurance  depart- 
18  to  have  impaired 

to  obtain  the  truth 
sh  the  same  for  the 

while  protecting  the 
porations — therrforc 
t,  for  the  purpose  of 
>ital,  on  a  net  yalua- 
a  gross  valuation  on 
-cm  the  sum  of  fifteen 

inding-up-of  insol- 


i  is  probablj  as  full 

ed  to  Tote  upon  the 

ion. 

the  gentleman  from 

I  tax  of  one-half  per 

premiums.    It  occurs 

what  tax  there  shall 

amount  paid  in  one 
ne  jear,  that  it  can 
n,  the  premium  paid 


'arolina,  was  then 


>pes  that  this  would 
—the  question  that  I 
n  steer  clear  of— and 
gross  receipts;  net 
man  from  Louisiana* 
;  be  levied  upon  the 
w  this  can  be  enters 
sed  as  the  expression 
resolution  or  amend- 
iOT  with  the  original 

an  exception  to  the 
iman  from  Louisiana, 
t  come  under  the  pro- 
of this  resolution, 
rom  North  Carolina, 
tndment  now,  and  let 

irely  germain  to  this 

id  I  withdraw  it 

1  the  gross  premium 

ire  jou  read/  for  the 
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Mr.  Williams,  of  Ohio 
upon  this  question  as  brie 
committee  in  regard  to  t 
average  amount  that  is  as 
onljr  disagree  with  the  rep 
of  the  losses.  I  am  in  f 
opposed  to  the  provisions 

The  Prssidbnt  :  The  sc 

The  secretary  then  a 
whether  the  amendmen 
lost. 

The  Prbsidbkt  :  The  qt 
of  the  committee. 

Mr.  FincH :  I  move  nov 
mittee. 

Mr.  Rsynolds:  I  beli 
the  amendment  offered  hj 
they  are  opposed  to  all  tax 
the  different  states  will  con 
question  of  taxation. 

Mr.  Alfriknd,  of  Va 
gentleman  from  North  Cai 
all  insurance  companies  oi 

Mr.  Finch,  of  N.  C:    1 

The  question  then  vn 

ment  of  Mr.  Finch,  and 

Mr.  Williams,  of  Ohio : 
on  taxation   by  striking 
premiums  the  amount  ac 
during  the  same  period." 

The   vote  was   then 

Finch,  of   North    Care 

adopted. 

Mr.  MiLLBR,  of  New  Yo 
as  to  recommend  substant 
taxation  upon  the  pfemiun 
mended  that  that  tax  shall 
the  gross  premium  receipt 

The  resolution  being  i 
was  put  and  declared  lo 

Mr.  Kklsey  then  mo^ 
mittee  as  amended. 

Mr.  Harvby,  of  Missouri 
and,  although  I  think  the  \ 
on  the  proposition  that  tl 
still,  if  he  desires  to  have 
the  amendment  was  lost,  I 

Mr.  Millbr:  It  seems 
failing  to  hear,  on  the  part 


Digitized  by 


Google 


have  been  taking  the  vote 
eason  whj  that  should  be 
1 1  offer. 

sideration  of  the  vote  on 


the  states  on  the  amend- 
to  be  lost 
o  indefinitelj  postpone  the 

motion. 

kount  to  a  motion  to  adjourn 

lotion  will  not  prevail.    We 
than  we  will  be  again. 

be  states,  and  the  motion 
report  of  the  committee 


1, 1  will  make  a  motion  now, 
nove  that  it  be  declared  by 
is  impracticable  to  adjourn 
lis  question. 


three  votes  here  on  this  tax 
f  to  I  per  cent,  and  one  for 
ms ;  and  one  for  a  per  cent 
the  following : 

ntion  that  it  is  impolitic  to 
urance  companies. 

I   the    following,   as    an 

;nd  to  the  legislatures  of  the 
I    per  cent  on   the  gross 

endowment  policies  of  life 
of  all  life  policies  issued 

the  benefit  of  women  and 

otion  declaring  it  impolitic 
le  greater  man  proposes  to 
levied.    I  want  to  know, 
going  to  have. 
»sition  for  the  present 

on  the  adoption  of  the 

nneatee:  I  would  like  to 
lall  be  compelled  to  vote 
hough  my  own  impressions 
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maj  be  contrarj.  Tl 
being  drawn  from  the 
laws  of  their  states  fo 
it  will  be  the  sentimei 
prevent  the  money  frc 
therefore,  have  to  voti 

Mr.  Miller,  of  Nc 
be  taken  to-morrow,  a 
representation.  The 
western  states,  are  in 

Mr.  Caldwell:  It 
any  time. 

Mr.  Row :  I  think  1 
stand  that  several  ge 
leave  for  home  to-nig 

Mr.  Miller  wit! 

ment  to  the  resoluti 

time   to   make   an} 

taxation. 

The  motion  was 
Mr.  A.  F.  Harvt 

tion: 

Resolved,  That  it  is 
assess  taxes  upon  the 

Mr.  Finch,  of  Nor 
man  from  New  York 
this  subject,  and  we  -y 
our  state  from  this  au 
making  some  recomm 
acquiesce  in  any  reas( 
and  do  not  want  to  gc 
posed. 

Mr.  Kblsey,  of  Nc 
the  most  important  tb 
the  interest  that  has  b 
It  seems  to  me,  that  ii 
convention  to  conside 
the  resolution  of  the  ( 
is  entirely  improper  tl 
this.  Now,  there  is  p 
question  of  recomme 
premium  receipts  of 
majority  is  small,  eitl 
not  be  very  great.  B 
mend  a  system  of  tax 
entitled  to  great  con 
division,  and  nearly  i 
perhaps  matter  little ' 
of  the  convention,  an 
tion  that  we  have,  it 
record  in  a  rather  unc 
question,  or  at  any  ot 
to-morrow,  in  order  1 
willing.  But,  I  cann< 
consideration  of  this 
from  New  York,  will 


Digitized  by 


Google 


5nt,  and  will  let  the  question  be 
ition ;  and  that  will  test  the  ten* 


esolution  of  Mr.  Harvey  of 


lend  by  striking  out  all  after  the 
,t  where  a  state  imposes  anjr  tax 
I  two  per  cent." 

.  President,  there  is  no  discrimi- 
I  want  uniformitj.    When  we 
1  be  taxation,  then  we  can  vote 
nation, 
at  this  is  an  important  question, 

12  I  shall  ask  to  be  allowed  to 

Nicholas  hotel, 
d  his  vote  to-morrow, 
fmplj  a  proposition  whether  we 
jr  we  are  not  in  favor  of  taxing 

itlemen  is  verjr  much  mistaken, 

nrhether  it  is  politic  to  tax  upon 

shall  tax  the  stock  of  the  com- 

it  whether  we  shall  tax  premium 

add  that  this  is  the  precise  idea 
whether  it  is  politic  or  not  to  tax 

he  resolution  of  Mr.  Harvey, 

yeh  to  8  ayes. 

red  his   motion,   and  it  was 


i  to  have  that  divided, 
tnderstand  if,  when  you  say  that 
enefit  of  women  and  children, 
nd  children  shall  be  the  wives 
We  want  to  know  whether  we 
policy  without  consideration — 


opposed  to  this  because  I  am 
motion  of  Mr.  Alfriend  and 


)w,  that  we  take  up  the  report  of 
ix  upon  the  gross  receipts  of  alj 
)ns. 

Tered  the  following : 

convention  that  when  any  state 
ceipts  of  insurance  companies,* 
jer  cent, 
derstand  the  object  that  I  think 
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the  ffentleinan  has  in  view  in  ofi 
facihtate  the  proceedings  of  this 
the  votes  already  taken  this  mor 
the  yray  of  naming  a  rate  of  taxi 
taxation  entirely,  will  vote  "no,' 
imposed  will  vote  **no"  unless 
rate. 

Mr.  Finch,  of  North  Carolir 
proposition  of  the  gentleman  fro 

Mr.  Williams,  of  Ohio :  I  m< 
be  inserted  instead  of  i>^. 

Mr.  Brbbse  :  I  will  accept  the 
York  and  Mr.  Wiliams  of  Ohio. 

Mr.  Harvey,  of  Missouri:  1 
will  perhaps  make  a  little  divisi< 
.  Mr.  Gaines  :  I  move  al  an  a 
to  strike  out  the  figures  and  to  a 
to  £11  ihe  blanks  afterwards  bjr  i 

Carried. 

Mr.  Caldwkll,  of  Indiana: 
different  from  that  of  other  ge 
devised  a  system  of  taxation  ths 
don't  believe  that  the  system  of 
I  don*t  believe  in  taxing  a  comp 
out  of  the  state.  Hence,  I  will ' 
under  that  resolution. 

The  question  upon  the  re 

and  carried  by  12  ayes  to  10 

Mr.  Miller  :  I  move  that  the 
ing  two  per  cent." 

The  motion  was  seconded 

The  proposition  of  Mr.  M 

a  vote  of  10  ayes  to  13  noes. 

Mr.  PiLLSBURY,  of  New  Hara 
by  inserting  one  and  one-half  p 

Seconded. 

The  motion  of  Mr.  Pillsbi 

a  vote  of  13  ayes  to  10  noes. 

Mr.  Finch,  of  North  Carol ini 
to  reconsider  the  vote  by  which 
the  table. 

Seconded  by  Mr.  Breese,  < 

The  motion  of  Mr.   Find 

carried 

Mr.  Harvey,  of  Missouri :  T 
has  been  out  of  order  for  two  df 
cussing  the  pending  matter  of  t 
Yesterday  morning  this  questioi 
and  I  now  move  that  the  questic 
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opening  of  the  session  to-morrow, 
p  until  that  is  disposed  of. 

I  as  an  amendment,  that  the  vote 
twelve  and  one-half  o'clock, 
lissouri,  accepted  the  amend- 
rather  opposed  to  that  proposition, 
le  that  there  has  been  a  great  deal 
great  many  members  have  made 
ly  parties  who  are  not  members  of 
d  us  at^  some  length.  Still  I  am 
bers  of  t'his  convention,  who  have 
t  who  would  like  to  be  heard ;  and 
:ut  them  off;  and,  I  think,  as  the 
just. 

the  vote  will  not  be  fixed  for  thi^t 
lemen  who  are  desious  of  saying 
f  we  commence  the  discussion  upon 
tiould  continue  until  evenr  one  who 
n  opportunity  to  be  heard, 
notion. 

:he  original  motion,  to  take  ud  this 

srtain  no  other  business  until  it  is 

se.    I,  therefore,  move  the  division 

all  relating  to  the  time  of  taking 

rey,  of  Illinois,  being  seconded, 
he  original  amendment,  and  it 

ofTered  the  following  resolution : 

iree  be  appointed  to  determine,  as 
teres t  realized  by  American  insur- 
jort  to-morrow. 

elder,   Harvey,   of  Illinois,    and 

>ved  that  the  convention  accept 
d  proceed  to  New  Haven  in  a 


id. 
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EIGH] 


The  convention  met  at  hal 

dent  in  the  chair. 

The  Prssidemt:  A  conimuni< 
Bartlett,  of  Ansonia,  Connecticut 
secretarj  will  read,  and  it  will  be 

The    Secretary    read  the 
referred  to  the  committee  oi 
companies. 

The  President:  The  secretar 
stated  that  it  would  be  agreeabl 
Saturday;  leaving  here  at  eight 
train  leaving  New  Haven  at  four  '. 
through  the  secretary  to  all  the  m 

I  suppose,  eentlemen,  the  regul 
the  report  ofthe  committee  on  i 
mittee  appointed  yesterday  to  rep 
companies,  should  present  the 
proceeds,  as  it  is  pertinent  to  thai 

Mr.  Hartranft,  of  Penns; 
manent  organization,  submit 
report : 

supplebcetary   report   by 
Orgj 

The  constitution  reported  fron 
chairman,  having  been  laid  upc 
mitted  to  the  committee  for  amei 
insurance  companies,  your  comm 


that  they  have  carefullv  revised 
form,  and  now  present  it  to  the  o 
elicited  the  views  of  represent 
companies,  and  find  an  apparent 
manent  organization  of  the  conv 
than  one  influential  underwriter 
a  practical  nature  will  follow  the 
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nittee  that,  simply  as  a  school  of 
officials,  but  officers  of  private 
blishment  would  be  .worth  to  the 
more  than  its  cost. 
3n  of  the  subject,  have  fixed  upon 
annual  meetings.  Here  we  are 
irance  knowledge  than  we  could 
e  can,  at  any  time,  hold  consults- 
rine,  fire. and  life  underwriting; 
hing  of  the  many  others  which 
d  decide  the  matter  and  all  local 
f  submitted, 

J.  F.  Hartranft, 

SABfUKL  H.  Row, 

John  Gillbspib. 

noN. 

lame  of  the  National  Insurance 
by  formed  by  the  officers  having 
f  their  respective  states,  for  the 
lining  to  their  general  superin- 

irtment  exists,  the  governor  shall 
»vided  that  no  member  shall  be 
r  as  officer,  ag^nt,  or  otherwise, 
nsurance  affairs  shall  also  have 
jerthe  foregoing  rule  to  repre- 
ng  able  to  personally  be  present 

r  from  each  state, 
vice-president,  secretary,  and  an 
!  president  and  secretarv  shall  be 
hosen  by  ballot  at  eacn  annual 
elected. 

lent  to  preside  at  all  meetings  of 
:e,  such  duty  shall  devolve  upon 

keep  the  jecords  of  the  conven- 
se  the  printing  of  its  proceedings, 
;  the  interests  of  a  more  efficient 
insurance  supervision  in  the 
3te  himself  to  these  matters  in 
I  of  the  convention,  and  receive 
utive  committee, 
e  general  oversight  and  direction 
ral  arrangements  for  facilitating 
ie  of  a  vacancy  in  the  offices  of 
a  temporary  president, 
eld  in  the  city  of  New  York,  on 

rnment  of  the  association  at  its 
pted  by  deliberative  assemblies, 
e  vote, 
annulled,  and  new  Ones  adopted, 

,  of  Missouri,  the  report  was 
\  taken  up  for  consideration 
[uestion  of  valuation. 
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Mr.  A.   F.  Hartby;    I  desire 
Interfere  with  the  business  at  all  e\ 

I  am  authorized  to  request  th 

conyention  be  held  in  the  citj  of  S 

(Signed) 

The  PRBSIDBNT :    Is  the  commii 

Mr.  Facklbr,  special  deleg; 
the  fbllowing  report : 

RSPORT   OF    COBCMITTEB    ON    RATI 
ICAN  LiFl 

Mr.  Prxsidbmt  and  Gbmtlbi 
ascertain  the  rate  of  interest  realia 
the  year  1870,  respectfuUjr  report  f 

Thej  were  conscious  of  the  im 
unless  the  convention  can  agree  a 
there  is  no  hope  of  agreeing  as  tc 
tie  futurt  —  and,  endeavored  ne 
facts,  though  taking  care  that  the 
them. 

Taking  the  new  Massachusetts 

mittee  find  that  the  interest  actuall 

nessin  Massachusetts  during  1870, 

Of  this  sum,  a  large  amount  accr 

should,  therefore,  be  deduc 

for  the  year  1869,  we  find  th 

Leaving  -  • 

On  the  other  hand,  a  large  amouni 

31,  1870,  and  should  really  be 

— viz.    ----------- 

To  this  should  be  added  the  rer 
but  it  was  found  that  of  the  $96o,( 
$200,000  were  really  rent,  many 
some  companies;  as  this  $200.00 
sub-leases  and  should  be  dimini 
moreover  affect  the  question  at  is8 
it  has  been  omitted  entirely. 

The  next  point  to  be  consider 
on  which  the  last  sum  is  the  int 
of  1871,  shows  that  the 
Gross  assets,  December  31,  1869  v 
Gross  assets,  December  31,  1870  v 


Adding,   and  dividing   by  two, 
assets  for  the  year  1870,  as. . . . 

It  would  be  incorrect  to  take  the 
above,  to  this  sum;  but  we  will, 
calculation  would  make  the  rate  r< 

Your  committee  believe  that,  as 
gross  assets  have  interest  include( 
should  be  made  therefor,  as  follov 

These  deferred  premiums  are, 
after  the  close  of  the  year — the  inl 
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amount  beings  paid  for  six  months 
f  them  was  paid  for  a  jcar.  We, 
bs,  one-half  of  the  average  deferred 

the  unpaid  premiums  are  in  great 
orresponding  liability,  we  should 
rest  should  be  realized,  the  propor- 
ted,  and  on  which  it  was  not  neces- 
terest. 

npanies  report  their  business,  these 
two  to  three  months  over-due,  and 
le-half  of  them  are  never  collected, 
I  just  stated,  not  be  considered  as 
»t. 

ium $5»58i,245 

nium 4i483»7i7 

$io,o64,9« 

issets,  leave $232,647,091 

est,  gives  the  rate  of  almost  exactljf 

D.  P.  Facklkk, 
W.  E.  Harvby, 
GusTAvus  W.  Smith. 
old  in  my  hand  a  telegram  received 
'  interest,  sent  since  he  went  home. 

**  Boston,  October  25,  187 1. 
Convention. 

uting  another  average  interest,  thii 
>f  the  year. 

market  values  reported  since  the 
rest  accounts,  and  adjusting  similai 
interest  on  productive  assets  is  five 
issets  five  and  S-iooths  per  cent;  01 
over  my  computation  at  the  end  oi 
Julius  L.  Clarke." 

f  Louisiana,  the  report  of  the 

committee  discharged. 

\  I  notice  there  is  a  very  small 
the  liberty  of  saying  what  I  have  tc 
osely  deferred  making  my  remarks 
ait  I  find  myself  differing  with  the 
i  convention,  and  also  with  those 
ence  and  are,  therefore,  more  likelj 
ition  than  myself.  I  have  refrained 
3pe  that  the  learned  and  experienced 
r  views  would  convert  me  to  theii 
ye  rather  confirmed  me,  I  now  hope 

t  divides  itself  into  two  parts :  the 
1  the  rate  of  interest  to  be  assumed 

is  concerned,  I  find  among  the 
of  opinion.  The  effect  the  adoption 
s  too  insignificant  to  deserve  a  very 
ig  up  all  that  has  been  said  in  favoi 
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)f  the  one  or  the  other,  I  have 
nmpljthe  difference  betwixt  **ti 
jTOur  committee  have  reported  in 
Experience  table  of  mortality,  I  J 
rote  for  the  adoption  of  that  as  a 

So  far  as  the  rate  of  interest  t( 
lifferenceof  opinion— ranginjf  fi 
irrive  at  an  intelligent  determmal 
'acts  in  the  past,  and  in  the  presf 
state  a  fact  which  none,  I  presui 
^ears  we  shall  find  that  the  go 
interest  were  not  commanding  t 
to  be  the  best  of  securities,  it  is 
Jiiat  far  distant  day  was  worth 
3^overnment  effected  a  loan  with 
(old  in  the  market  at  from  80  to  S 
it  that  period  money  or  other  j 
:ent.  In  1855  when  the  countrj 
>eace  with  all  the  world,  offering 
Surope  to  invest  their  money  Ti 
hat  investments  made  on  the  < 
nortgage  railroad  bonds  of  the  1 
istablished  railroads  of  the  cou 
rearing  at  six  per  cent,  at  from  8^ 

Certainly  it  cannot  be  said  tha 
nore  than  six  p»er  cent.  I  cou 
nany  leading  railroads,  for  man 
uch  I  presume  to  be  unnecess 
effected  a  loan — the  7  3-10,  that ' 
»er  cent  gold-bearing  bonds.  Ar 
ion  that  the  gentleman  from  W 
hat  the  interest  realized  then  wai 
act  that  the  lender  took  the  risk 
irould  get  payment  for  his  bonds  < 
ar-fetched.  Admitting  the  worst 
rhich  then  existed  against  the 
stablished  a  separate  confederi 
rould  not  the  United  States  yet  h 
he  not  have  had  vast  territories  e 
er  obligations  yet  have  been  gi 
his  connection,  which  the  gentlet 
f  war,  all  the  doubt  as  to  the  1 
ayment  of  its  obligations,  was 
old  during  that  time  was  rang^n| 
rere  depreciated  from  forty  to  1 
^at  covered  all  doubt  upon  the  se 
ssume  that  money  (as  the  factwa 
ras  worth  more  than  six  per  a 
very  New  England  state  bearing  1 
ar  at  best,  and  some  of  them  wer 
1  the  most  peaceful  localities  < 
ight  to  ten.  Surely  no  one  can  q 
uring  the  darkest  hours  of  the  co 
lore  than  six  per  cent  I 
But  the  gentleman  will  tell  us  t 
m  be  loaned  at,  is  not  the  questi 
.dmit  it,  and  what  is  the  result 
ike  the  history  of  those  instituti 
ounding  money  for  their  custon 
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istitutions  of  that  kind  in 
that  I  know  of.  I  could 
mpshire;  the  Salem  and 
;  the  Guardian  and  Port- 
ving  institution,  of  New 
'  Pennsylvania.  Some  of 
jrear  1818.  The  results  of 
i  and  worth  considering, 
lat  from  ten  to  fifty  years 
er  cent,  and  this  too  after 
ads  to  stockholders,  etc 

t  know  that  it  is  so  in  alL 
ted  as  regular  stock  insti- 
ons  can  accomplish  such 
interest  is  assumed  to  be 
nstitutions,  located  at  the 
ice  such  favorable  results 
f  safe  to  assume  that  life 
rhen  they  have  a  more 
I  expenses  are  to  be  paid, 

lave  been  doing,  and  I  do 
e  a  safe  guide,  For  if,  as 
life  insurance  companies 
en  we  all  know  that  upon 
ibly  be  made,  they  could 
only  shows  that  there  waa 
»se  companies.  And  thej 
find  under  such  manage- 
sed.  But  I  do  not  believe 
>mmittee  confirms  me  that 
know  about  farming,"  for 
I  am  going  to  tell  what  I 
I  had  the  honor  of  being 
ranee  company  upon  thia 
»mpany  to  prove  that  they 
:o  nfteen  years  where  they 
licyholders,  in  addition  to 
:  period.  If  this  companr 
I,  equally  well  managed, 
we  want  to  take  a  guide  or 
lose  who  have  managed 
those  who  have  managed 
nd  then  say  to  the  others. 

convention,  these  facts — 
1  the  past  has  been  worth 

lecessary  to  say  much.  It 
ie  and  complete  report  of 
ihould  bring  conviction  to 
lans  or  skilled  actuaries  to 
3llow  in  this  matter  is  the 
tUf  not  only  in  our  section 
tates.  The  report  of  Mr. 
It  shows  us  that  the  legal 
ry  state — is  six  per  cent 
and  in  every  single  case,  I 
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believe,  intereitt  is  legalized  and  in 
higher.  In  the  state  of  Louisiana  t 
and  there  the  law  allows  a  man  to 
collect  it,  if  it  is  so  specified  in  the  b< 
the  law  allows  him  twelve  per  cent  t 
that  eight  per  cent  is  the  minimum  ; 
well  know  that  the  market  value 
minimum.  This  report  farther  coi 
the  most  learned  and  practical  bu 
question  of  finance;  and  I  have  nc 
single  instance  where  thej  put  do 
market  rate— at  less  than  seven  ai 
The  same  information  was  containc 
from  various  business  men  and  finai 
the  question  was  propounded  to  t 
matter  of  finance,  who  had  made  it 
in  regard  to  such  matters  than  i 
know  in  a  life-time — they  tell  us  th 
would  lead  them  to  presume  that  in 
a  standard  of  six  per  cent,  and  mc 
change  it  materially  from  its  presen 

It  seems  to  me  that  these  facti 
present.  As  to  the  future  no  mai 
by  the  past.  The  past  is  but  the  i 
itself.  What  we  have  seen  in  the  ] 
During  the  period  over  which  I  hav 
times  of  great  prosperity,  and  we  1 
with  their  attendant  disasters,  and  3 
of  seventy  ^ears  will  show  that  six  ] 
as  regards  interest.  And  with  thee 
the  present  before  us,  it  is  as  certi 
to  assume  that  the  future  will  p 
Hewitt,  the  gentleman  who  spoke 
W.  E.  Harvey),  with  great  emphat 
water  mark,''  so  say  I.  But,  gen 
place  it  clear  down,  under  water, 
where  is  low-water  mark;  and  th 
me  to  presume  that  six  per  cent  is 
gentlemen,  if  you  closely  investig 
question,  you  cannot  help  but  rei 
getting  it  too  low,  as  well  as  in  g 
who  advocate  a  low  standard  of  fou 
forward  in  the  wa^  of  facts  or  arg 
assume  that  a  higher  rate  can  b( 
that  strike  me  as  leading  in  that  c 
seven  companies,  and  told  us  tha 
about  four  and-a-half  per  cent.  W 
he  made  it  up  about  five  and  ninetj 
that  is  correct. 

The  President  :  5.99. 

Mr.  Caldwell  :  Nearly  six  per 
Mr.  Clarke,  in  advocating  the  foi 
them,  and  as  he  has  modified  his 
about  five  per  cent  and  a  little  over 

The  President  :  5.61. 

Mr.  Caldwell  :  U  ought  to  hav< 
all  been  managed  prudently — if  th( 
to  lie  without  producing  a  single 
than  the  five  per  cent,  and  I  ventur 
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In  that  war,  U  no  argument 
m  realixed.  It  is  as  natural 
rompanies  there  should  be 
wise.  And  to  throw  those 
ve  been  well  managed,  and 

I  fallacy,  indeed. 

n  lay  much  stress  was  that 
e  present  time  at  the  low 
t  so  far  as  to  assert  that  it 
iren  four.  I  do  not  think, 
on,  that  they  were  justified 
he  fact. 

in  this  country  at  the  lowest 
>f  value;  it  would  not  be  a 
e  of  interest  for  determining 

II  know  that  securities  that 
ig  else,  can  be  negotiated  in  " 
i>m  eight  to  twelve  per  cent 
reen  a  low  and  a  high  per- 
lestion  of  security.  Security 
turified  some  of  the  present 
Tright  said,   a  question   of 

t  at  all,  and  he  advocated  a 
L  as  safe  to  assume  that  four 
as  safe  to  assume  that  four 
1  as  four.     Hence,  it  is  ccr- 

light  that  we  have  on  the 
jme  that  a  higher  rate  even 
in  realized  in  the  past.  But 
aption  and  the  high  assump- 
omputing  your  reserve,  you 
her;  and  the  experience  of 
ihows  to  us,  and  they  tell  us 
it  they  return  to  the  policy- 
f  that  premium  which  they 
:  can  be  nothing  more  than 
wrhich  they  must  necessarily 
o  data  upon  which  I  could 
ice  would  be  in  the  cost  to 
or  instance,  you  would  take 
s  alone,  take  the  premium 
;  if  that  premium  had  been 
d  have  reduced  the  premium 
ee  or  fifty,  and  would  have 
id  upwards;  all  of  which  is 
x>licy holders  must  pay»  so 
B,  kept  by  the  company  one 
he  year,  at  the  cost  of  col- 

the  way  of  taxes  assessed  by 
iply  ten  per  cent,  which  is  a 
^ave  lost  two  and  a  quarter 
e  true  road  to  safety,  which 
this  question^  is  not  in  going 
every  practical  business  man 
>uld  be  realized,  but  it  is  in 
lave  in  their  reserve  nothing 
isseto.    That  is  the  road  to 

seek.  Instead  of  having  a 
Klucing  nothing,  prune  them 
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vn  to  hard-pan,  and  you  will  g 
essary  to  make  assurance  doul 
y  shall  keep  intact,  unii^ipain 
ive  that  reserve;  and  require 
lare  no  dividends  until  the  sur 
extraordinary  contingencies  e< 
ke  them  keep  that  intact,  unim 
'his  is  my  opinion,  Mr.  Preside 
Y  I  believe  that  justice  and  fair 
this  country  require  that  a  h 
ng  valuations,  thus  producinj 
m  the  safeguards  in  the  mannc 

[Mr.  Brecse,  of  Wisconsin, 

ir.  Gillespie,  of  Nebraska:  ] 
n  for  a  short  time  to  introduce 
1  consume  a  portion  of  my  tim 

Professor  Newton  was  then 

MARKS  OF  H.  A.  Newton,  F 
O 

assume,  gentlemen,  that  the  o 
limited  to  securing  the  policj 
nagement  of  companies ;  to  se 
urance  corporations — shall  be 
y  undertake ;  that  dutv,  fairly 
srhich  it  is  desirable  for  legis 
mid  cover  the  various  dangler 
nagement  of  companies.  The 
t>e  received  by  the  companies  si 
,de.  They  should  see  that  th 
Bjht  to  be  reserved  is  carefully 
I  pie  reserve,  and  that  the  assu 
ill  not  make  the  companies  un 
guarded  against,  each  by  its  o 
o  the  rate  of  interest  a  cnutioi 
t  into  the  rate  of  interest  a  ( 
arded  against  distinctly  by  an  ( 
is  not  desirable  to  put  into  the 
cstion  what  is  the  best  reserve 
nation  of  a  man  building  a  h 
{t  for  him  and  his  enterprise  ar 
nt;  but  if  he  builds  a  house 
:roach  upon  their  rights,  and 
>perly  satisfactory  to  the  law. 
e  question  is  notwhether  it  is  I 
ierve.  The  question  with  respc 
ay,  entirely  be  separated  from 
3ne  other  point.  An  increasec 
mortality — may  or  may  not  af 
law  of  mortality  that  shall  b 
«rve  at  all.  A  uniform  mort 
ve  a  uniform  reserve  of  half  tJ 
d  nothing  less. 

ifou  cannot  confine  the  risk  f 
th  the  risk  from  a  wrong  table  < 
eded  to  have  the  assets  invei 
erest  these  items :   it  must  be 
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e  company;  it  must  realise,  in 
e  expenses  of  the  companjr  as 
»ted  funds  of  the  company,  it 
ary  times,  a  sum  sufficient  to 
invested.  You  all  know  that 
tual  rate  that  it  assumed  mutt 
reserve,  so  to  speak,  against 
c'esinbi'!,  it  seems  tome,  to  go 
^rtain  kinds  of  companies  that 
low  rate  of  premiums,  and  do 
^rfere  with  the  healthful  devel- 

ent  will  cover  the  various  oon- 
i  credit  of  interest  alone.  On 
n  of  practical  financiers.  It  is 
I  business  question.  I  would 
four-and-a-half  percent  is  not 
lalf  per  cent  reserve  will  cover 
•le  to  the  interest.  It  will  not 
f  companies ;  nor  will  four  per 
icy  of  companies ;  nor  will  any 
3mpanies  managed  with  ordi- 
;ht  to  cover  it  I  express  that 
province  in  business, 
ttention. 

[)F  New  HxifrsHiRB. 

ofthebronde<it  discussion  upon 
avor,  decidedly  in  favor,  of  lis- 
ertainly  proved  by  my  course 
regretted  the  seeming  necessity 
the  discussion  of  this  subject, 
r  saying  that  he  had  not  had  a 
news.  But  the  discussion  hat 
I  think  all  complaints  of  thit 

hosen  to  listen.  The  committee 
was  referred,  were  aware  that 
svest  importance,  constituting, 

moneyed  institution  of  modern 
:lusion6.  We  immediately  set 
r  own  views,  but  to  digest  the 
xpresRcd  their  opinions  at  the 
ch  expressions  were  published 
I.  And  we  also  extended  our 
ng  to  avail  ourselves  of  every 
d  enable  us  to  form  a  correct 
itted  to  our  consideration. 
>ur  attention.  Upon  this  sub- 
^enth',  but,  as  a  member  of  the 
ence  in  the  integrity  and  ability 

the  table  which  we  finally  saw 
his  is  formed  upon  the  basis  of 
)  of  the  fact  that  this  table  had 

the  eminent  actuaries  of  Eng- 
lad  been  commended  by  those 
experience  of  this  single  com- 
verified  the  correctness  or  the 
that  it  had  also  been  tested  by 
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the  experience  of  a  lai 
BO  far  as  we  know,  it 
within  the  limits  of 
that  if  the  table  had  b 
should  have  made  us 
committee  saw  fit  to  r 

The  next  question  f 
capital  likely  to  earn  i 
subject  they  not  only 
at  the  Maj^  session  of 
tion  from  insurance  a 
given  Attention  to  thii 
ciers,  whose  views  o 
opinions  has  been  so 
main  to  eight  per  cem 
of  about  six  per  cent, 
as  a  safe  assumption, 
would  be  safe  to  adop 
fund,  or  reserve  whici 
hold,  in  order  to  enab 
this  question  also  the 
men  who  have  given  a 
ance  companies,  acti 
interested  in  insuranc 
to  this  subject.  And 
varying  from  three  to 
has  been  in  the  neigh 
very  deliberately  com 
to  the  conclusion  that 
probability  absolutely 
insurance  compi  nies 
standard  of  reserve  i 
upon  the  character  of 
also  took  into  considc 
number  of  companies 
companies,  would  be 
would  inevitably  be  t< 
reserve  of  a  question; 
fit  to  adopt  a  four-anc 
that  this  is  about  as  t 
tendency  to  promote 
assets,  and  that  they  ' 
view  of  this,  for  my  se 
adoption  of  a  four-an< 
to  be  quite  as  safe  as 

There  is  still  anoth 
per  cent  standard  8h< 
that  this  will  not  quie 
signal  for  the  continu 
hand,  if  the  conventit 
standard,  it  would  in 
for  at  least  twenty- fi\ 
on  with  their|busmesi 
new  standard  might 
prepare  for  it.«^  This 
settling  of  this  questi 
state  of  Massachusett 
cherish  the  profoui 
per  cent  standard,  it ' 
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ind-a-half  per  cent  standard  be 
th  tolerable  unanimity.  I  have  no 
the  subject  will  unanimouslTt  or 
i  in  such  recommendation,  which 
:  permanency  to  four-and-a-half 

Mr.  President,  for  my  allusions 
nittee.  I  need  not  say  that  the 
smentary  in  its  character,  begin- 
tep  by  step,  I  will  not  say  to  the 
18  the  road  has  been  thoroughly 
roperly  versed  in  the  science  of 
e  reading  of  the  report  in  the 
nprofitable  as  it  would  be  to  set  a 
rho  had  never  learned  to  divide 
y  be  distinctly  understood,  that 
plete  chain,  from  which  no  link 
nity.  We,  of  course,  as  a  com- 
complimentary  words  that  have 
We  are  equally  gratified  with 

We  invited  criticism.  We  have 
er.     We  only  desire  the  dissemi- 

to  the  principles  of  this  gigantic 
llions  of  the  future  widows  and 
ital  interest.  If,  therefore,  any 
the  committee's  conclusions  are 
ave  them  point  it  out  and  cor- 

think,  was  the  paper  offered  by 
I  I  must  be  permitted  to  say  that 
mate  in  their  assumptions  and 
bas  been  in  apprehending  the 
ee,  the  report  must  be  of  very 
Y,  in  the  first  paragraph  of  his 
lid  of  safety  or  cease  to  do  busi- 
report.  But  we  did  not  by  any 
ng,  what  he  would  make  us  say : 
Id  be  immediately  dissolved,  but 
ound  upon  the  legal  standard, 
ty  and  rate  of  interest,  that  it 
apposition  is  that  some  other  test 
[id  to  say,  that  which  the  learned 
:e,  that  such  a  company — a  corn- 
values  is  applied — failing  to  hold 
ikrupt.  The  learned  professor, 
testimony  is  in  favor  of  six  per 
:he  future,  which  we  admit  that 
fault  with  the  report,  or  to  criti- 
dard  of  reserve  was  not  recom- 
t.  Well,  does  any  gentleman 
ay  himself,  if  charged  with  the 
andard  to  be  adopted  for  a  long  • 

rate  of  one  per  cent  which  he 
likely  to  earn,  in  view  of  all  the 
he  investment  of  capital  ?  Cer- 
i  standard,  nor  would  any  ^entle- 
>ng  in  the  paper,  the  gentleman 

from  our  intention,  and  I  will 
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d  a  few  paragraphs  wit] 
le  of  mortality,  he  says 
(eside  these  serious  defect 
t  deferred  premiums  and 
,  and  renewal  premiums 

credits  of  a  company. 
Jow,  nothing  is  said  abot 
]  if  they  are  excluded,  thi 
te,  the  result  will  be  the 

credit  side,  and  not  the  ( 
the  companies. 
»Iow,  I  submit,  Mr.  Presi( 
:irely  against  all  probabil 
ets  the  deferred  premium 
same  amount  from  th( 
6  could  be  the  only  fair  p 
ther  did  we  say  that  two  i 
;.     Now  it  appears  to  me 

mainly  confined  to  thes 
ttee  meant  to  express,  i 
n  of  straw  to  show  one's 
:e  from  the  remarks  in  thi 
oneous  assumptions,  or 
>mit  that  the  criticism  hai 
*rofes8or  McKay  is,  doubi 
re  nothing  to  say  agaii 
)ressly  says  :  "Your  coi 
[uing  against  the  cstablis 
making  for  myself,  Kdei 
reased,  backed  by  heavy  < 
St  rigid  and  economical  r 
II  in  the  fire  department, 

department.     It  is  certai 

so  much  money  paid, 
isory  promises  connected 
DC  that  the  establishment 

insurance  generally,  by 
tern  of  transacting  the  wh 

an  exceptional  standard 
)ther  criticisms  have  beer 
jsion  to  the  subject,  by  c 
account  of  our  allusion 
ention  in  making  this  all 
the  matter  of  net  calculat 
take  into  consideration  tl 
:e  the  fact  that  all  tablt 
irly  rates ;  and  we  propos 
3  not  calculation,  to  this 
Lctice  what  they  profess 
irance.  This  matter  of  de 
ong  to  the  question  of  ne 
;n  entered  into  between 
ich  the  policyholders  are 
5  beaten,  to  use  a  milder 
lety-nine  times  out  of  a  hi 
pay  extra  interest  upon  d( 
v'lng  the  amount  of  insuri 
lie  the  company  win  by  re 
;  amount  of  their  liabilit 
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uartenjr  premium^ 
8,  as  I  understand 
at  in  case  he  dies 
ve  will  have  to  be 
aid  premium,  and 
isume  that  policy- 
arrangement;  but 
y  within  the  scope 

of  the  allusion  to 
s,  1  can  only  say 
ittee  to  decide,  and 
ly  the  rule  of  net 
,  they  believe  it  a 
»e  as  unmistakable 
ipt  to  attach  to  it 
hing  to  say  about 
and  the  company, 
alues  to  consider, 
report— and  there 
if  gross  valuations 
the  recommenda- 
:st  of  solvency  has 
lese  criticisms  no 
ing  this  test  is  not 
1  alters  3'oiir  com- 
not  consider  that 
sider  the  question 
idardof  absolute 
►bject  to  the  test  of 
t  wish  to  be  com- 
;ion.  As  I  under- 
st  of  solvency,  you 
ate  for  expenses, 
this  amount,  your 
at  the  first  policy- 
y,  and  to  pay  the 
ley  do  not  see  fit  to 
:8t  also  falls  to  the 
a  company  are  to 
they  become  due, 
>licie8  lapse,  your 
nd.  Now,  a  corn- 
standard  of  valua- 
f  guess-work — this 
hey  will  not  object 
es.  And  if  upon 
»robabilities  are  in 
j  to  paddle  along, 
■ ;  but  they  do  not 
(rersal  adoption, 
d  time  to  the  report 
it  did  not  bear  the 
ntleman,  who  cer- 
ty,  education,  and 
tleman,  sees  fit  to 
ard,  in  an  effort  to 
dered  beyond  the 
he  comprehension 
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of  ordinary  intelligent 
taste  for  a  gentleman  ) 
talk  about  sending  wa 
intending  disrepect  to 
tofore  given  his  attenti 
ance  calculations. 

It  has  been  the  objec 
this  report — to  divest  t 
plus  j%  curves,  c 
embracing  the  whole  c 
[Laughter],  and  to  bi 
men  and  women  of  th: 
women  of  ordinary  abi 
arithmetic.  Andlthi 
only  to  insurance  con 
effort.  Now,  let  the  a< 
this  whole  subject  witl 
I  think  that  life  insura 
this  country  than  it  hs 
a  moneyed  institution 
than  the  government  i 
the  people.  It  is  neces 
and  that  its  benefits  m 
stood  by  ordinary  int 
writer  of  this  report  hs 
that  a  still  greater  ben 
tered  throughout  the  c 
[Applause]. 

Mr.  Miller,  of  Ne'vi 
has  arrived,  but  I  beg 
for  this  reason :  there 
have  this  discussion  bi 

The  question  was 

Mr.  Caldwell:  T1 
bury)  attempted  to  b( 
the  shoulder  of  Prof.  ] 
that  his  committee,  aft 
safe  to  assume  that  in 
prudent  man  would 
pretty  heavy. 

Now,  sir,  he  seems 
tion,  and  either  he  or  ] 
the  business  is  condi 
premium,  say,  is  one 
should  assume  in  fizin 
on  that  whole  one  h 
insurance  company,  fo 
ingy  and  sixty  dollars  i 
We  care  nothing  abou 
the  loss  upon  it  in  rea 
torrect,  and  I  think  I 
their  gross  premium  it 
c6nt  on  sixty  dollars  o: 

Mr.  Pillsbury:    I 
reminded  me  of  one  or 
he  is  the  defender  of  tl 

Mr.  Caldwell:  Ex 
gieritteman  from  New  I 
shoulders. 
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e  item  in  the  criticiam  of 
considerable  fault  with  us, 
indard  of  reserve,  or  rather 
ding  such  standard.  Now 
^ard  as  the  ablest  authoritj 
-ity  as  any  presented  to  us, 
1.  Elliott,  which  was  entirely 
ment  securities  hare  been 
believe,  for  the  last  sixty 
given  as  one  reason  whj 
ting  a  standard  lo¥rer  than 
hat  might  be  earned. 
e  the  testimony  which  we 
thority  which  I  think  will 
nywhere  else.  I  read  the 
tion  over  their  signature : 
snt  government  loan  fore« 
ic  debt  at  a  less  rate  than 
ate  of  interest  on  loanable 
considerably  lower  than  it 
ilization  of   rates  between 

m  if  it  is  not  a  newspaper 

ly  Cooke  &  Co.,  and  was 
eat  financiers,  and  I  do  not 
timony.  If  any  gentleman 
will  be  very  happy  to  listen 

11  attempt  to  show  why  it 

0  business,  they  sometimes 
ieve  all  the  insurance  com- 
ay  Cooke  &  Co.  wrote  that 
on  the  market,  and  they  put 

Cooke  &  Co.  will  thank  the 
whaf    they  did    not   mean. 

r  New  York. 

few  suggestions  on  this  sub- 
B  will  be  as  agreeable  a  time 
entlemen,  to  inflict  any  long 
anted  to  make  a  few  sugges- 
r  been  made  by  others,  and 
ems  to  me  to  be  the  evidence 

bed  by  the  same  motives.  I 
he  protracted  discussion  of 
satisfaction  that  Mr.  Clarke, 

1  first  state  in  the  Union  to 
tate  which  has  adopted  the 
K>licies  for  which  Mr.  Clarke 

claims  of  which  have  been 
emen  representing  the  views 
,  have  so  very  ably  and  fully 
tiave  but  one  desire,  gentle- 
it  which  will  give  security  to 
panies.     We  want  to  decide 
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estion  first  We  want  tc 
'mortality  beinji;  assume 
"se,  a  difficult  question  t 
/e  arrived  at  that  point, 
hich,  according  to  the  | 
he  average  interest  that 
think  there  will  be  mui 
hat  point  we  commence 
man  to  say  that  when  v 
-and-a-half,  or  four,  or 
1  just  the  point  which  g 
3  point.  Now,  of  coursi 
e  up  our  minds  that  we  i 
its,  and  then,  I  think,  ^ 
ty,  and  that  we  have  f 
;8  to  furnish  to  those  wh 
right  here  I  wish  to  rem 
1  my  honorable  friend  f 
from  New  Hampshire  yn 
[h  it  is  assumed  and  alth 
nd  from  Indiana  has  ref 
expenses  of  getting  the 
;re  are  other  uncertainti 
hat  is,  by  the  reserve,  bj 
om  New  Haven  (Profet 
and  powerfully  than  I  a 
tion  I  will  give  it  now. 
t  Mutual  in  Chicago,  ai 
y  the  failure  of  the  fire 
;  deceived  in  my  calcula 
ere  are  a  great  many 
ifter  we  have  really  mad 
rcial  rate  of  interest  like 
/en  aside  from  those  to 
lan  from  New  Hampshii 
f  policy,  questions  looki 
Be,  depending  upon  the  ( 
)w  that  the  tendency  is  \ 
s  eves  to  the  fact  that  it 
h  Mr.  Pillsbury  referred 
ument  comes  from — pjoe 
e  of  interest  upon  the 
:s  of  capital  are  seeking 
rolls  on,  and  as  the  met 
t  the  result  is  inevitable 
>  a  greater  or  less  exter 

interest  may  be  recei 
hing  a  basis  upon  whicl 
3  future,  and  to  providi 
es  to  be  made,  perhap 
ok  at  this  question  in  vii 
nyself,  I  confess  that  I  1 
Len  by  Mr.  Clarke  and  s< 
is  in  bringing  myself  to 
ler  inclined,  as  a  matter 
t  would  be  a  safe  rate 
Jiat  for  the  next  ten  ye 
view  of  all  the  circums 

we  carry  out  the  inte 
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>n,  as  a  convention,  at  its  first 
ank  which  looks  to  the  expunging 
arge  amounts  of  fictitious  assets, 
ing  to  the  statement  made — I  say, 
t,  that  then  a  five  percent  interest 
ntlemen,  we  cannot  shut  our  eyes 
e  may  be,  the  probability  is,  that 
tiich  do  not  possess  actual  value, 
»ensable.  And,  therefore,  in  view 
:h  have  been  alluded  to,  I  have 
four-ancKa-half  per  cent  standard 
(cale,  going  down  from  six,  and 
t  the  public  would  not  say  that 
the  companies,  and,  instead  of 
companies  security.  We  would 
lirs;  we  would  be  conservative  in 
t  we  were  looking  out  for  their 
standard  which  would  not  only  be 
politic,  in  view  of  all  the  circum- 
A.nd  it  is  to  those  politic  reasons 

3  heard  no  answer  to  the  sugges- 
-half  per  cent  standard  does  not 
e  been  reserving  upon  a  four  per 
rd  at  all.  The  gentleman  from 
think  you  all  saw  the  force  of  his 
to  it.  The  Mutual  Life,  of  New 
ndard,  and  will  undoubtedly  con- 
arge  number  of  companies  which 
irement  of  law  that  they  should 
lined  to  agree  with  them,  because 
y  safe,  and  gives  eight  per  cent 
ates,  etc.  For  my  own  part,  I  am 
so  far  as  consistent  with  safety,  in 
I  do  not  believe  in  locking  it  up 
d  very  serious  doubts  whether  we 
ertain  gentlemen  that  companies 
assumptions.  But  I  have  become 
of  the  convention,  and  that  there 
ut  it  is  unnecessary  to  detail  them 
proposition  is  going  to  be  urj]jed 
iew  of  the  fact  that  the  companies 
indard  can  retain  it,  and  if  they 
their  business,  hold  it  out  to  the 
e  a  safer  class  of  companies  than 
nent  in  that  fact,  why  they  should 
But  when  we  attempt  by  law  to 
rate  than  that  established  by  the 
e  going  a  little  beyond  what  the 

iterest  has  been,  by  all  the  com- 
md  he  goes  unqualifiedly  for  the 
hink  that  the  testimony  of  every 
ery  paper  that  has  been  submitted 
;  five  per  cent  has  been  actually 
nee  companies  doing  business  in 
k  that  I  can  show  you  in  a  few 
four  per  cent  has  been  realized — 
than  the  reserve  requires  has  been 
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d.  I  hare  had  no  ans'w 
I  at  all  satisfactory,  in 
on  now.  The  compan 
it  enough  to  lay  aside  a 

make  enormous  divid< 
le  dividends  and  bonus  ; 
ividends  paid  since  the 
led,  running  back  aboi 
o^ooo.  This  is  earned, 
jerve  according  to  the 

supposing  the  st&nda 
they  could  have  divided 
d  to  divide  more  ?  Unl 
(aid  before,  I  do  not  fir 
it  of  dividends  to  stocli 
nies  doing  business  i 
ckholders  $578,000,  ai 
[>,ooo  in  a  single  year  ^ 
s;  and  yet  we  are  told 

can  maintain  this  res( 
ird. 

',  gentleman,  these  fact 
he  present  ability  and  t 

earn  a  greater  rate  of  i 
I  regard  to  the  table, 

dividends  are  not  ma( 

why  I  am  not  in  favor 
;rest,  as  the  standard, 
led  mortality  gains.     S 

is  adopted   has,   up   t 
vative,    and   looks    to 
snced.    The  fact  is,  thi 
alized  more  than  from 
tables  called  for.     Cor 

years  to  come  in  ado 
IS  has  been  stated,  thei 
results.  But  then  it  c 
0  pay  a  part  of  these 
o£  mortality  is  conservj 
jret  been  realized.  And 
ealized  more  interest  th 

told  you,  gentlemen,  yn 
sion.  I  think  everv  ma 
tly  satisfied  that  the  si 
y  safe.    The  only  ques 

and  he  says,  and  of  cc 

four  per  cent  standan 
ird ;  that  is  to  say,  whi 
ive  a  safer  security  than 

go  on  upon  the  sar 
ird.  You  might  adopt 
a  might,  as  Mr.  Wrig 
'.  Now,  after  Mr.  Wr 
bur  per  cent  is  a  litth 
because  it  gives  those 
money—  there  is  som< 
But,   after  having  cc 

have  been  able  to,  it  < 
nd  four-and-a-half  per 
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nder- values,  and  all  that 
weight  in  the  decision  of 
idy  thirteen  states  have 
I  the  American  experience 
t  many  companies  whose 
ndard,  in  view  of  the  fact 
standard,  but  that  those 
i  are  doing  it  now,  can 
e  other  standard  of  four 
at  we,  above  all  things, 
I  say,  in  view  of  all  these 
nouslj,  to  go  for  sustain- 
ft  of  the  committee  upon 
more  in  this  wajr  to  bring 

any  other  posoible  way. 
nvestigating  the  assets  of 
me  to  the  standard  which 
t  believe  that  Mr.  Wright 
country,  will  doubt  that 
»lished  by  that  standard 
will  run  no  risk  whatever 
le  time  specified, 
ny  mind,  the  fact  that  by 
ipanies  in  hostility  to  us. 
this  city,  which  already 
esire  uniformity  on  this 
rer  and  weaker  companies 
in  the  legislature  of  every 
jcommend.  We  have  the 
erving  upon  the  four  per 
f  the  four-and-a-half  per 
juiesce  in  it,  because  they 
mdly  as  they  choose  that 
ler  companies.  But  they 
T<cent  is  abundantly  safe, 
>perate  with  us,  and  with 
pon  a  four-and-a-half  per 

in  this  and  every  other 
lecision  of  the  majority  of 
ommittee,  when  it  comes 
sntlemen  will  yield  their 
lU  the  states  of  this  union, 

standard  be  adopted  by 

shall  have  done  a  great 

r.  Pillsbury,  and  to  that  of 
3  report,  that  to  the  chair- 
eport,  but  for  his  untiring 
and  before  it  was  called, 
insurance  public,  and  the 
any  other  one  gentleman 
yhly  appreciate  the  labor 
»wledge  which  he  has  dis- 
gentlemen,  for  all  of  us — 
>ok  more  closely  into  his 
o  know  that  they  are  of 
cert  a  great  influence  upon 

a  harmonious  conclusion 
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pon  this  subject  and  that  everj 
Le  result. 

Mr.  H.  S.  Olcott  :  As  the  pro: 
Eima,  who  has  gone  home,  I  an 
lat  a  misapprehension  may  po 
rmarks  of  Mr.  Jones,  the  presider 
any,  who  was  accorded  by  him 
s  if  Mr.  Jones  had  spoken  for  th 
eing  that  he  desires  to  have  I 
lerits,  and  to  say  that  his  own  ^ 
invention  are  expressed  in  wha 
hich  I  am  empowered  to  cast  for 
Mr.  Smith,  of  Kentucky:  I  do 
ccasion.  I  want  to  call  attention 
le  committee  on  net  valuations  ^ 
le  mortality  tables  and  to  r^comi 
iterest.  Various  questions  hav< 
ithin  the  last  week  while  this  sul 
ould  have  been  disposed  to  cal 
resolution  was  introduced  by  M 
le  same  thing  which  tendecf  to 
i  ''gross  valuation"  methods  < 
ross  premiums  and  abstracting  1 
refer,  particularly  as  we  have  gen 
efore  us,  that  the  largest  liberty 
lat  we  might  have  the  advantaj 
pon  every  subject  that  would  b( 
low  that  while  we  endeavored 
invention,  and  make  a  full,  and 
ic  subject  referred  to  us,  we  re: 
latters  that  have  been  brought  in 
ention  no  doubt  think  they  are  su 
Having  alluded  in  that  way  to  t 
ave  no  words  to  express  my  feelii 
le  gentlemen  have  made,  but  will 
desire  a  vote  as  soon  as  practic 
ractical  points  connected  with  thi 
&te  of  interest. 

I  now  desire  Mr.  Harvey  to  re 
ared  on  this  subject. 

APBR  Read  by  Aug.  F.  Har'' 
Standard  of  Mortality  ani 
OF  Rbsbrvbs  to  be  Maintain 

The  proposition  before  the  Maj 
le  determination  by  a  state  auth 
r  reserves  required  to  be  kept  on 
3  that  it  may  fulfil  its  policy  obli 
le  basis  table  of  mortality  and  ra 
;nt)  adopted  by  the  company  i 
remiums. 

The  simplest  form  of  the  argu: 
roposition  was  that  the  state  cam 
•act.  If  John  Doe,  agreeing  wit 
ix  percent  per  annum, contracts  1 
t  the  end  of  a  year  pay  to  Richai 
ay  that  money  is  worth  only  four 
ow  hold  $  )6  in  order  lo  be  able  t 
and,  if  they  have  agpreed  that  m 
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iience,  that  the  state  may  not 
that  six  per  cent  per  annum 
I  $2  now,  and  reserve  only  $94. 
lure;  but  it  seems  equally  as 
value  of  money  at  four.  i>er 
has  the  right  to  spend  $2  out 
It  interest  to  make  good  his 
nU  that  Richard  Roe  may  not 

I  hold  $96  to  be  accumulated 
;  deprived  of  opportunity  for 

rd  rate  of  interest — and  upon 
or  to  the  making  of  contracts 
newhat  with  the  ability  of  the 
ibly,  by  that  very  priority  of 
>f  their  validity,  as  far  as'  the 
jntrary,  the  vending  of  such 
1st  such  a  statute  is,  if  not  a 
>f  it,  and  would  not  be   sus- 

us,  the  statute  having  been 
(  for  life  insurance  companies, 
rhen  a  company  bases  its  net 
i  assumes  any  equitable  right 

I :  Has  the  state  the  rightful 
for  reserves,  or,  rather,  to  fix 
?  The  negative  of  the  ques- 
Eidvocate  a  low  or  a  variable 

ve  fixed  the  price  of  the  use  of 
ist  the  taking  of  usury.  The 
it  I  believe  the  history  of  all 
;  by  far  the  larger  number  of 
were  those  whose  arguments 
hile  the  legislatures  generally, 

II  of  the  majority  of  the  peo- 
tablished  rate  of  interest,  and 
the  permanent  abundance  of 

jld  be  safely  fixed.  The  sole 
ate  of  interest,  the  taking  of 
1  sense,  is  the  protection  of  the 
abor  from  the  aggressions  of 
:inship  over  the  welfare  of  its 
bject  of  every  government, 
erest  laws  is  questioned,  that 
nd  always  exactly  worth  what 

price  of  money  is  made  up  of 
trinsic  value,  dependent  upon 
d ;  and  the  other  a  speculative 
1  in  case  of  loans,  the  risk  of 

probability  of  greater  or  less 
or  manufacturing  enterprises. 

singly  or  together,  occasions 
L  the  supply  of  money  is  the 
ries  that  the  usury  laws  have 

rate  of  interest,  within  a  rea- 
ies  of  the  people  have  created 
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the  occasion  for  a  tempo 
obliging  all  borrowers  to  ] 
than  the  demand.  This  < 
devergences  in  current  ri 
profit  to  the  capitalist,  ant 
to  the  borrower,  while  the 
lative  spirit  between  both 
the  channels  of  trade  full 

But  there  is  one  other  c 
laws.  It  is,  that  rates  of 
present  calculation — that 
are  usually  of  limited  dui 
and  manager  are  themsel 
renew  contracts,  to  divide 
that,  therefore,  having  an 
property,  should  alone  be 
gist  of  the  discussion  for  1 
human  race,  the  impecuni 
possessor  of  money,  landi 
looking  after  property.  It 
— the  strong  will  defeat  th 
cards,  and  hold  the  game 
And  if  the  state,  as  the  gu 
interposition  of  its  power, 
wolf,  will  overcome  and  d( 
the  silly. 

There  is  nothing  new  in 
as  possible  that  while  intc 
priety,  they  still  remain  a 
correct  in  principle,  and  f 
And  if  these  points  are  tri 
only  transactions  of  imm 
present  persons,  how  muc 
ciple  and  advantageous  i 
transactions  made  now,  b 
of  persons  who  may  not  y 

The  beneficiaries  of  an 
larger  number  of  instances 
makers  of  the  contracts,  t\ 
they  cannot  assent,  and  in 
tion  of  the  means  by  the  c 
years  in  the  future.  Perti 
to  predict,  will  affect  and 
If  interest  18  above  the  as 
profit  over.  If  it  is  below, 
unable  to  make  good  the  ] 

A  premium  for  a  policy 
interest,  and  a  rate  of  moi 
the  latter  is  fixed,  except  c 
the  different  mortality  tab 
between  the  two  tables  in 
No  greater  percentage  of  < 
sand.  An  anniAty  upon  c 
the  same  purchase  as  eac 
entering  a  premium  for  a 
forty,  is  no  more  and  no  U 
of  all  the  healthy  lives  of  1 
tion  becomes  only  a  questi 

It  is  possible  that  the  i 
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and  agents  may  close  their  earthly 
ccessors  majr  be  called  upon  bj  his 
1  of  this  time  a  part  of  his  first  net 
of  the  amount  to  be  paid  upon  the 
uccessire  payment  for  a  number  of 
s  earnings  compounded,  and  this 
the  slightest  cessation,  to  make 
which  in  the  end  must  be  paid.  A 
serve  and  cost.    At  the  end  of  the 

its  profit  of  interest,  the  cost  part 
ainder  is  the  resenre,  and  this  added 
;  instantly  invested.    During,  or  at 

is  affain  taken  out,  and  a  second 
idded  and  a  new  amount  invested; 
invested.  No  part  of  it  can  safely 
erly  fail  to  pay  any  one  policy  if, 
sveral  policies,  any  part  whatever, 

not  earning  the  assured  interest 
and  policies  in  force,  upon  which 
sooOfOoo,  and,  the  general  rate  of 
,  two,  five,  or  ten  per  cent  of  that 
iging  less  profit 

}  upon  the  reserves  fall  below  the 
'  short  period  of  time,  a  deficiency 
-  the  policy  has  to  run  to  maturity 
»roportion  that  the  remaining  funds 

is  danger  that  fluctuations  in  the 
the  investment  of  reserves  at  that 
her  circumstances  to  prevent  the 
>f  part  of  the  funds,  so  that,  while 
the  assumed,  the  average  will  be 

pany  this  is  of  frequent  occurrence. 
;  always  obtained  for  every  dollar 
the  money  or  funds  are  not  loaned, 
•art.  is  not  realized  on  the  whole, 
per  cent,  but  $35,000,000  at  ten  per 
together  only  five  per  cent.  And 
:  at  all,  and  the  highest  obtainable 
>roportion  as  the  majority  of  the 
rate,  therefore,  should  in  all  cases 
ealization  shall  be  nearly  certainty, 
may  concern  the  beneficiary  of  a 
nake  the  contract  or  the  indefinite 
its,  I  say  the  state  should  fix  the 
sasons,  the  first  of  which  I  have  just 

tate  legislature,  controlled  only  by 
^ood,  is  much  more  to  be  depended 
than  the  judgment  of  individuals, 
selfish  interest 

m  minimum  will  deprive  dishonest 
the  opportunity  to  write  assurances 

at  any  rate  of  interest  in  reason, 
aturity.  A  variable  rate  will  open 
imerable  sharpers  and  adventurers 

high  rate  of  interest  makes  low 
e  caught  up  by  unthinking  people 
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who  ask  only  cheapness  without 
will  carry  the  most  illusory  of  com 
with  the  sanction  of  department 
evitable  result  of  a  dishonest  failur 
-  (c.)  Looking  only  to  the  security 
ten  in  the  policies,  and  without  r 
profits  to  policyholders  or  stockhol 
circumstances,  to  consider  the  nelj 
life  of  one  individual  as  precisel) 
similar  assurance  upon  the  life  of  a 
same  degree  of  health.  The  state 
stances,  or  organization  of  any  on 
the  advantage  or  prejudice  of  anot 
treat  all  companies  alike.  It  wil 
policy  for  life  in  the  Patagonian  ] 
Richard  Roe,  aged  40,  and  equally 
date,  in  the  Great  Sahara  Non-] 
$257.68 ;  nor  should  it  say  to  the  Gi 
reserve  for  the  whole  of  your  io,oo( 
20,  five  years  ago,  $1,698,400.00,  a 
gonian,  on  your  10,000  policies  is£ 
now  hold  two  million  six  hundred 
dred  dollars — one  million  more  tli 
risk,  no  less  no  more — than  you. 
call  yourself  mutual^  and  if  you 
interest,  or  in  gains  from  mortalitj 
with  the  insured  who  are  many,  w 
pany  and  its  profits  are  to  accrue 
discrimination  in  this  regard,  be 
companies  on  the  other,  where  the 
are  equal,  would  be  the  height  of 
not  to  b^  tolerated. 

It  may  be  in  point  here  to  say 
sufficient  record  of  experience  up< 
(especially  in  the  reduction)  of  pi 
interest.  The  question  has  but  r 
world ;  and  the  proposition  comes 
nies  are  of  too  recent  origin  to 
results  of  their  business ;  while  tl 
probable  any  valuation  of  the  acci 
exact  records  of  interest  accounts  i 
matter. 

But,  while  the  companies  will  he 
experience,  the  state  will  not  die. 
tective  powers  over  the  people  whi 
insured  all  pass  away.  Nor  does  t 
exercised  over  new  subjects.  It  d< 
state,  and  the  state  is  still  present  1 
its  powers  when  the  well-l^ing  of 

To  sum  up,  I  claim  that  a  restric 
the  beginning  of  its  career,  or  at  a 
price  of  its  policies. 

First  In  that  the  beneficiaries 
cannot  themselves  have  any  voice  i 

Second.  That  the  rate  of  mortal 
the  foundation  of  the  present  val 
mental  value  be  modified  by  unequ 
competition  for  the  business  of  wr 
in  the  system  of  insurance* 
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d  assume  high  rates  of  interest, 
est  competitors,  and  hold  low 
>r  profitable  retirement,  ^vhen 

»erves  would  establish  rules  for 
en  citizens,  and  be  excessively 
:ompanie6  to  the  undue  advan- 

f  the  life  insurance  system  is  too 

ultimate  results  altogether  too 

^  variable  net  price  of  insurance 

ng -co-existent  with  the  state,  the 
d  whenever  a  long  experience  of 

ure  depends  on  its  corner-stone, 
nservatism,  at  present,  at  least ; 
let  rate. 

1  by  those  who  favor  a  variable 
•f  reserves  by  the  state,  I  would 
s  a  standard  for  a  government 
by  the  companies  respectively, 
uniform  rate ;  iit  this,  that  the 
mount  To  agree  to  this,  or  to 
t  of  interest  is  fixed,  is  only  to 
dy  done,  and  to  establish  more 
lent  standard. 

ice  companies  to  reserve  upon 
striction  of  that  rate  whatever 
mstantl^  realized,  as  it  is  in  at 
ess  sufficient  confidence  in  the 
\  base  net  rates  upon  it,  there  is 
ing  these  companies  to  reserve 
to  reserve  upon  six  per  cent, 
[loes  not  get  more  than  that  on 

per  cent?  For  one,  I  say  unhesi- 

I  clearly  upon  the  side  of  safety. 
er  cent  less  than  that  which  will 
lext  two  or  three  generations.  I 
e  question.  Financiers  should 
)r  four-and-a-half  is  the  right 
ther  I  desire  only  in  this  place 
\  the  opinion  of  the  bankers  who 
»st  profound  in  the  country.  Jay 

II  known,  to  be  large  holders  of 
>t  bias  them  in  expressing  the 
d  upon  public  investments  for 
m,  acting  as  the  agents  of  the 
'  by  a  patriotic  desire  to  do  the 

the  people,  say  in  their  public 

per  cent  government  loan  fore- 
public  debt  at  a  less  rate  than 

ige  rate  of  interest  on  loanable 
be  considerably  lower  than  it 

isation  of  rates  between  America 

^ir0«fc/f  of  Chicago,  this  shows 


Digitized  by 


Google 


ft  remarkable  difTerence  of 
and  Jay  Cooke  &  Co.,  und 
for  by  the  difference  of  the 
desires  of  this  distinguishe 

Another  view  of  the  prec 
valuations  cannot  be  too  st 
that  any  error  which  may  1 
to  be  upon  the  side  of  the  • 
this  will  be  done  by  adopti 
If  we  now  say  that  six  per 
fifteen  or  twenty  years  find 
realized,  that  four-and-a-h 
to  raise  the  standard  to  foi 
of  the  attempt  to  raise  the 
half  per  cent  standard  will 
under  the  law,  reserved  un 
surplus  in  dividends  to  pol 

If,  however,  we  now  at  si 
and  subsequently  discover 
derably  more  than  the  star 
reserve ;  and,  in  this  view 
enough  more  than  four  or 
warrant  the  use  of  higher 
for  four  or  four-and-a-half 
this  convention  will  not  i 
thorough  investigation  of 
ment  officers  during  ensui 
and  further  action  after  nc 

Two  other  points  in  the 

The  committee  recomm 
ments.  This  is  a  matter 
open.  If  a  valuation  is  n 
own  reserve  upon  the  sa 
grouping  the  policies,  as  b 
agree  entirely  with  the  di 
ment,  who  suggests  that  a 
done  bv  the  company's  a< 
want  of  correctness,  and  a 
fessional  actuary  will  ever 
a  wilfully  false  result;  an<3 
are  many,  and  do  not 
seriatim. 

Upon  the  question  of  ne 
to  say  that  it  ought  never 
company  precedent  to  win 
valuation  deals  only  with  : 
consider  the  expenses  of  s 
business  of  insurance  is,  tl 
more  than  the  net  interest 
paid  which  may  or  may  nc 
of  interest  It  is,  therefon 
look,  when  we  are  to  solve 

If,  by  a  net  valuation  w< 
surplus  has  been,  year  by , 
proportion  to  its  age  or  ati 
to  Delieve  that  a  short 
beyond  an  exhausted  capit 
the  certaintv  of  that  devel 
within  itself  the  means 
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method  of  making  a  valuation 
have  only  to  say  that  none  will 
lot  consider  the  g^ons  premiums 
lint,  or  some  proportion  of  the 
'  the  commissioners  making  the 
:ly  large  to  cover  the  average 
ivill  show  the  present  relation  of 
;  give  the  means  of  comparison 
companies;  and  indicate  (not 
ess  m  the  direction  of  success, 
\  a  valuation  as  I  have  described 
company  with  reference  to  its 
ies  and  do  a  safe  business ;  and 
lal  proceedings  are  taken  against 

ould  never  be  set  down  as  a  lia- 
:apital  stock  is  a  wager  upon  a 
the  proprietor  is  one  not  quite 
ct  in  so  far  as  the  mistakes,  or 
or  the  excess  of  the  average  in 
long  as  the  policyholder  is  pro- 
makes  no  difference  where  they 
ces  of  premiums,  or  interest,  or 

nay  savor  of  temerity  to  express 
rgeons  who  can  dissect  a  com- 
carve  you  a  sirloin  roast,  have 

that  Mr.  Homans'  proposition 
)lution  in  office  work,  and  that 
opt.  Nevertheless,  I  would  not 
,  any  formula  for  an  "  equitable 
y  to  deal  with  the  question  of 
>riginal  contract;  and  not  at  all 

the  private  affairs  of  each  life 
kpourages  lapses,  and  is  against 

lives  drop  out,  impaired  lives 
iby  increased,  and  the  ability  of 
is  thereby  impaired.    The  exact 

the  time  of  the  application  by 
contract,  should  be  considered ; 

be  made  in  the  statutes  to  regu- 
\  several  relations  which  different 
ir  to  the  interest  of  a  company 
5  patrons. 

ows: 

mortality,  for  the  reason  that  I 
ubject,  with  a  very  little  differ- 
ae  fact,  that  if  we  vote  for  four- 
that  the  convention  had  better 
;  for  four  per  per  cent,  jwe  had 
fore,  move,  that  when  the  vote  is 
srest,  and  next  for  the  table  of 

diana. 

1,  I  hope  that  this  substitute  will 
an  interested  listener  to  all  the 
uld  like  to  vote  upon  the  plain 
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proposition  of  the  committi 
in  afterwards.  The  questio 
per  cent  rate  of  interest.  L 
then  let  us  vote  upon  some 

Mr.  Harvky,  of  Illinois 
reserve,  there  is  no  practia 
so  far  as  reserves  are  concei 
my  reasons  for  presenting  t 
standard  of  reserve,  was  to 
fortune  by  excess  of  mortal: 
which  their  assets  were  redi 
I  had  occasion,  some  time 
company.  In  one  year  the, 
the  Actuaries'  rate,  and  nex 
in  excess  of  the  Actuaries'  i 
hold  a  full  four  per  cent  rest 
was,  it  was  necessary  with 
apply  all  of  the  profits  aribi 
next  two  or  three  year«  to  n 
of  allowing  companies  whic 
difference  of  interest  betwe 
actually  obtained,  to  recupe 

There  is  another  thing  t 
and  that  is  the  rate  of  morti 
a  fact  that  the  amount  paid 
excess  of  the  average  polic 
average  policy  was  $3,700, ' 
twenty  companies  taken  a: 
mortality,  or  amount  paid,  ^ 
have  been  expected,  countir 
issued. 

On  looking  over  the  Mis8< 
panies  doing  business  in  tb 
to  maintain  a  4  per  cent  ref 
in  excess  of  the  reserve  con 
would  be  no  hardship  to  the 
the  basis  of  4  per  cent.  T1 
ago.  of  allowing  companies, 
go  by  tenths  of  the  differen 
states  that  require  a  high 
them. 

The  plan  that  was  propos 
was  only  for  exceptional  ca 
fortune,  fallen  below  the  lin 

In  the  case  of  the  Illinois 
the  late  fire  lost  their  offices 
a  oiiantity  of  collateral  sect 
full  4  per  cent  reserve.  Tl: 
reserve,  and  they  want  the  1 
pose  by  this  gross  valuation 
test  of  solvency.  The  value 
should  be  taken  into  consii 
test  would  require  a  very  m 
panies — in  fact  I  know  it  wo 
so  when  the  premium  actua 
with  the  margin  that  was  p 
tingendes. 

In  regard  to  the  report  of 
tion  as  an  actuary  to  Gren< 
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'  one  who  is  interested  in  the 
iiat  actuaries  and  others  who 
^he  people  who  pay  the  pre- 
them  for  their  money.  The 
d  more  as  to  what  life  insur- 
irds  to  the  business  that  there 
there  will  not  be  the  expenses 
xtraordinary  expenses  to  get 
ope,  Mr.  Chairman,  that  the 
rtality  and  4  per  cent  interest 

man  will  pardon  me  for  the 
ived  attention  and  been  acted 
the  form  of  blank  at  the  last 
f  making  cross  entries,  so  to 
y  was  charged  with  liability 
ims  or  deferred  premiums  to 
the  policy,  And  no  more.  I 
not  adopted  by  the  action  of 

(6  I  thought  it  important  to 
i  fact  that  there  was  a  depart- 

tarried. 

n  should  not  take  this  whole 
t  separately.     The  next  point 

lot  pertain  to  nei  valuations, 
"commercial  aspects"  of  life 
>f  expenses,  profit,  etc.,  which 
and  that  surrender  charge  is 
be  expressed  in  the  terms  of 
policyholders.  So  far  as  net 
b  any  time  is  the  net  value  of 

rd  to  surrender  charge  just 

by  the  convention.     Mr. 

5  report : 

>rmity  in  the  designations  of 
ently  advise  the  companies  to 
int  kinds  of  policies. 

then  read  from  the  report, 


tate  department  of  the  valua- 
[in  which  the  companies  were 
t  on  sound  and  recognized 
that  the  "list of  policies  and 
I  statements,  be  made  to  one 
whose  laws  the  company  was 
egularly  organized  insurance 
furnish  to  the  departments  of 
ler  or  superintendent  of  such 
g  value  of  all  its  outstanding 
that  every  company  that  fails 
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promptlj^  to  furnish  the  certificate  afoi 
full  detailed  lists  of  policies  and  securiti 
everjr  state  in  whicn  it  may  have  been 
year  for  which  the  statement  is  made ; 
for  all  charges  and  expenses  consequei 
certificate  of  valuation  referred  to. 

Mr.  Barnes,  as  proxy  for  Mr.  Clarke 
man  from  Illinois  will  permit  me, '  I 
In  this  proposition  to  make  up  by  tenth 
four-and-a-half  per  cent,  is  that  one-ter 
the  formation  of  the  company,  or  or 
remains  at  the  end  of  every  year? 

Mr.  Harvey,  of  Illinois :  At  the  tim 
state.  All  new  business  and  all  old  bu 
to  make  good  the  four  per  cent. 

The  resolution  of  Mr.  Harvey,  < 
up,  but  was  ruled  to  be  out  of  ordc 
then  taken  upon  the  motion  of  Mr 
convention  adopt  the  Actuaries'  Ta 
cent  interest.  There  being  no  obje 
upon  the  question  of  substituting  f 
and-a-half  per  cent ;  which  was  Ic 
nineteen  noes. 

With  tlie  consent  of  the  conven 
withdrew  his  proposition  that  the  A 
adopted. 

Vote  on  the  Mortality  Tabl 

The  President  then  announced  tt 

was  before  the  convention,  withou 

rejection. 

Mr.   Harvey,  of  Missouri,  mc 

be  upon  the  rate  of  interest  and  tab 

The  roll  of  the  states  was  then 

bama,    Arkansas,  California,  Illir 

Kentucky,  Louisiana,  Maine,  Micl 

Missouri,  Nebraska,  New  Hamps 

North  Carolina,  Ohio,  Rhode  Isl 

voted  in  the  affirmative,  and  the 

Wisconsin  against  the  report. 

Mr.  Harvey,  of  Illinois :  I  wish  tc 
convention,  under  instructions  from  th( 
the  Actuaries  Rate  of  Mortality,  unless 
for  some  other  standard.  I  therefore 
My  vote  would  have  remained  **  aye"  i 

The  chairman  announced  that. 
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i  recommended  to  the  state 

erest  of  four-and-a-half  per 

'able  of  Mortality,  be  fixed 

I  reserves  of  life  insurance 

nsurance  policies. 

lat  the  next  line  of  this  report 
be  made  seriatim.  The  com- 
and  all-important  matter  in 
policies.  It  is  easier,  now,  to 
nee  we  have  a  table  of  interest 
want  it  done  right,  and  well 
tught  to  have  in  reserve.  It  is 
ess.  But  there  is  one  more 
when  done,  is  utterly  of  no 
hold  of  the  money.  There- 
valuation  of  policies  be  made 
not  mean  that  if  there  are  a 
of  the  same  nature,  and  you 
thousand,  that  you  have  to  go 
others  to  get  at  precisely  the 
\T%  a  thousand  other  policies, 
res,  the  calculation  is  made 
multiply  it  by  one  thousand, 
r  this  data,  and  then  see  that 
:ained  perfect  security,  and  it 
less  man  in  the  country,  from 
,ra  very  fearful  of  the  result, 
ill  correspond  all  over  the 
Terences  and  doubts,  and  the 
id  all  wrong.     I  move,  there- 

n  upon  the  motion  of  Mr. 

it  was  carried,  only  Mr. 

see,  voting  in  the  negative. 

t  subject  in  the  report,  for 

ing: 

company  be  required  to  show 
its  policies  then  in  force,  an 
iralue  of  each  policy  on  that 
and  rate  of  interest  designated 
policies   not  taken,"  ''unpaid 

1  of  the  summary  I  want  to  say 
ling  paragraph.  Of  course,  1 
t  in  all  the  ideas  of  the  pre- 
aring  directly  upoii  that  ques- 

the  net  premium  is  paid  in 
table  of  yearly  mortality  and 
r  committee  recommencf  that 
with  the  net  value  of  every 
he  companies  be  required  to 
ability.  This  will  keep  out  of 
t  taken,**  and  save  a  world  of 
ipaid  and  deferred  premiums 
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and  in  this  respect  make  the  pr 
advance. 

If  Mr.  McKaj  read  that  sen' 
utterly  unjustifiable.  He  has 
and  state  that  we  were  unfair,  a 
other  things.  And  jet  here  is 
of  demanding  payment  in  advai 
the  opposite.  In  writing  that  p 
before  the  committee  and  comn 
want  every  member  of  this  cc 
purposely,  that  the  companies, 
ance,  and  the  policyholders,  st 
demanded,  ancl  look  to  it  when 

Now  there  is  another  poin 
effectually  close  the  door  againt 
one  thing  that  I  know  of  in  the 
upon  this  theory.  We  would 
suppose  the  convention  would  j 
the  end  of  the  report;  and  I 
attention  to  that,  and  remembe 
contained  in  the  report,  we  meai 
member  of  this  convention  to  ti 

Mr.  Facklbr — (Special  deleg 
the  committee  on  valuations,  1 1 
portion  of  the  report  which  wa 
i;iterest  for  reserves,  and  the  tal 
the  winding  up  of  companies, 
suggestions  for  which  we  are  mi 
will,  no  doubt,  have  their  weig 
committee  on  the  winding  up  o 
For  this  reason,  I  move  that  all 
be  laid  on  the  table,  until  we 
companies. 

Seconded  by  Mr.  Williair 

Mr.  Smith. — Mr.  Chairman, 
that  every  gentleman  here  woul 
not  stand  to  press  and  try  to  ge 
miums,  through.  I  do  not  car 
table,  or  what  is  done  with  it 
render  change,  and  that  was  c 
committee. 

Mr.  Fackler. — I  beg  your  pa 

Allow  me  tn  amend  my  motio 
that  part  of  the  report  embracec 
toAhe  paragraph  commencing,  ' 

Mr.  Smith. — I  have  no  object 
understanding  that  it  must  com< 

Mr.  Facklbr:  Certainly,  it  n 

Mr.  Smith  then  added :  In  vi 
I  might  be  going  upon  dangerou 
thing  18  not  done  right  it  had  a 
as  a  false  security.  And  the  qu< 
insurance  commissioner  now  an 
work  and  do  it  as  it  ought  to  be 

But  I  have  great  faith  that  thi 
better  understood  than  ever  bef 
the  nature  of  the  business  they 
easy  and  necessary  to  be  done, 
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[  cover  the  great  element  of  danger 
unless  it  is  provided  for,  and  that  is 
;ommissioner  of  each  and  every  state^ 
Aself,  he  believes  that  the  interests  of 
re  not  properly  cared  for,  to  go  into 
It  all  about  it.     I  therefore  move  the 

higan,  and  adopted  unanimously. 

i  reserved  to  the  principal  insurance 
ause  to  be  examined,  every  detail  of 
nsacting  the  business  of  insurance 
igment,  such  examination  is  required 
of  such  company. 

lesire  to  offer  a  resolution — and  upon 
'ough  Mr.  Falk,  the  late  actuary  of. 
Hows : 

not  be  regarded  as  a  liability  to  be 
>mpanies;  and  that  no  report  should 
g  forth  impairments  of  capital  if  any 

table. 

from  the  committee  on  blanks, 
mittee,  which  was  laid  upon  the 

allowing  communication,  which 


Fire  Insurance  SuptrinUndtnis. 
ispectfully  ask  the  convention  to  fix 
of  the  condition  aflfairs  of  the  com- 
lally,  in  the  month  of  June,  for  the 
jpplementary  statement  for  the  busi- 
onth  of  February  for  the  year  next 

siness  of  the  companies  require  this 

Charles  E.  Whitb, 
ind  Mercantile  Insurance  Company, 

Amos  Pell, 
London  and  Globe  Insurance  Co*s. 

E.  W.  Crowbll, 
Fire  Insurance  Company. 

Alliger  Bros., 
•cial  Union  Aassurancey  London. 

William  H.  Ross, 
r  Queens  Insurance  Company. 

A.  B.  McDonald. 
Royal  Insurance  Company. 

ed  to  meet  at  the  St.  Nicholas 
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EVEN 

The  convention  was  call 

Breese. 

Mr.  Belknap  :  Before  the 
state  that  I  was  unavoidably  i 
desire  that  my  vote  be  recordi 
in  the  adoption  of  ^}i  per  ce 
mortality  table. 

The  Chairman  announ 
the  convention  was  the  con 

Mr.  Harvey,  of  Missc 
reported  a  form  of  blank 
mously  recommended  theii 

The  convention,  after  dia 
blanks : 

Mr.  Harvey,  of  Missc 
reported,  as  the  blank  fo: 
printed  in  the  proceedings 

The  report  was  adopted. 

On  motion  of  Mr.  Row  t 
nent  organization  was  take 

The  Secretary  read  th 
Supplementary  Report  by 


The  constitution,  reported  f 
chairman,  having  been  laid  up 
ted  to  the  committee  for  am 
ing  insurance  companies,  youi 


that  they  have  carefully  revis 
form,  and  now  present  it  to 
have  elicited  the  views  of  repi 
companies,  and  find  an  appa 
permanent  organization  of  t^ 
more  than  one  influential  ur 
result  of  a  practical  nature  i 
already  been  held.  It  was  als< 
as  a  school  of  instruction  for  i 
of  private  corporations  as  m 
be  worth  to  the  companies  c< 
cost. 

Your  committee,  afler  full 
upon  New  York  as  the  best  pU 
within  easier  reach  of  all  sour 
be  anywhere  else  in  the  countr 
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narine,  fire  and  life  underwriting ; 

lothing  of  the  maiij  otherB  which 

mid  decide  the  matter  and  all  local 

submitted, 

1.  F.  Hartranft, 
Samuel  H.  Rows, 
John  Gillbspib. 

titution  reported  by  the  commit- 


XJTION. 

name  of  the  National  Insurance 
ereby  formed  by  the  officers  having 
I  of  their  respective  states,  for  the 
pertaining  to  their  general  superin- 

partment  exists,  the  governor  shall 
>rovided  that  no  member  shall  be 
ly  as  officer,  agent,  or  otherwise, 
insurance  affairs  shall  also  have  the 
er  the  foregoing  rule  to  represent 
ble  to  personally  be  present  at  any 

>w  from  each  state. 
it,  vice-president,  secretary,  and  an 
the  president  and  secretary  shall  be 
chosen  by  ballot  at  each  annual 
ire  elected. 

sident  to  preside  at  all  meetings  of 
ience,  such  duty  shall  devolve  upon 

'  to  keep  the  records  of  the  conven- 
pervise  the  printing  of  its  proceed- 
I  promote  the  interests  of  a  more 
rnmental  insurance  supervision  in 
ill  devote  himself  to  these  matters 
ions  of  the  convention,  and  receive 
ecutive  committee, 
the  general  oversight  and  direction 
^neral  arrangements  for  facilitating 
case  of  a  vacancy  in  the  offices  of 
5ct  a  temporary  president, 
leld  in  the  city  of  New  York  on  the 

overnment  of  the  Association  at  its 
idopted  by  deliberative  assemblies, 

one  vote. 

ded  or  annulled,  and  new  ones 
ntion. 

5  altogether  likely  that  this  will  be 
;fore,  what  I  may  say  as  to  the  con- 
icy,  I  trust.  I  would  suggest,  with 
littee,  that  I  think  it  impracticable 

assembling  of  the  convention,  at 
:  not  variable.  I  think  it  would  be 
jm  one  session  to  another,  naming 

While  it  is  altogether  possible  that 
le  city  of  New  York,  there  may  be 
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reasons,  &t  some  time  ii 
the  amending  'of  the  c 
because  a  session  wou 
be  impracticable  to  h 
amendment  at  all.  I  t 
the  time  and  place  of  th 
tive  committee,  so  tha 
either  invitations  from  c 
or,  some  occurrence  sin 
the  opinion  of  the  exe< 
some  oth'er  times  than 
meeting. 

I  think  the  conventior 
Convention  "  I  hardly  t 
constituted,  and  I  wou 
National  Convention  of 
ments  of  the  States ; "  c 
insurance  in  charge,"  sc 
the  state,  having  the  n 
would  be  the  proper  ofl 
**  Where  no  insurance  < 
right  to  appoint  a  mem 
with  any  insurance  co 
assuming,  in  the  first  pi 
person  to  determine  wh( 
should  be  no  restricti( 
place,  while  it  may  be  ^ 
and  agents  of  companu 
courtesy  to  anybody,  I  i 
cation  as  is  expressed  h 
actuaries,  the  most  com 
very  frequently  happen 
simple  fact  of  a  gentlenn 
would  exclude  him  from 
restriction  is  a  little  too 

**  The  state  officers  in 
right  to  depute  a  person 
them,  in  the  event  of  th 
meeting/* 

Now,  while  it  is  giver 
is  no  insurance  departm 
in  charge  insurance  af 
department,  and  there 
affairs.  There  is  a  co: 
appointment,  inasmuch 
insurance  affairs,  woulc 
insurance  interests  as  ai 
would  be  best,  where  th( 
alone  appoint  the  delegi 

I  believe  those  ^are  t 
written  them  in  form. 

Mr.  Harvey,  of  Miss< 
have  had  by  letter,  and 
officer,  Mr.  King,  the 
Missouri,  made  upon  I 
and  I  understand  also  tl 
at  its  next  session  in  the 
several  states  will  be  w< 
which  represent  both  ii 
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for  so  much  of  the  report  of 
nd  simplj  ask  that  a  vote  be 

»nal  insurance  conTention  of 
lio.t  upon  the  day  fixed  in  the 

t,  as  the  proxy  of  the  gentle- 
lection  with  the  subject,  that 
nbers  of  the  convention  where 
ersonal  trouble  is  concerned, 
n  itself  so  far  as  the  expenses 
irhere  the  convention  is  held, 
>u  take  any  central  point— jet 

is  concerned,  for  obtaining 
ranee,  having  easy  access  to 
presidents  of  companies  who 

east  of  the  Alleghany  moun- 
cipal  office  of  the  convention 
*ds  kept  there,  it  would  seem 
lomet  than  having  Mahomet 

the  central  point.  But  I  am 
t  to  go  to  Missouri. 
11  state  that  the  committee  on 
dr.  Hartranft,  who  have  gone 
e  of  meeting,  for  the  reasons 
B,  (laughter)  that  we  thought 
and  also  that  in  New  York  we 
sire  upon  all  kinds  of  under- 
r  to  have  a  permanent  office 
r  York  being  as  accessible  a 
visable  to  fix  upon  it,  at  least 

jf  the  resolution  offered  by 


of  the  special  committee  be 

bjection  is  made. 

n  be  taken  up  by  paragraphs, 

onstitution. 

ng  out  the  word  "provided' 
citizen  of  the  state  in  which 


:>n  whom  the  governor  might 
th  any  insurance  company  or 


ms  made  just  as  it  was,  for  the 
e  gentleman  from  Louisiana 
Ifficultyin  appointing  by  the 
ioany  to  represent  his  state  in 
iie  report  is  correct,  although 
ill  its  details;    but  the  idea 
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hft8  been  suggested  by  several 
and  other  members  of  this  c< 
were  to  be  appointed,  and  they 
very  reason  they  might  have 
lature  such  measures  as  might  1 
the  companies  themselves  were 
represent  them,  although  I  do  n 
at  all,  but  simply  the  reasons  w 
also  state  that  the  gentleman  sa 
has  already  been  suggested,  we 
knowledge  by  calling  the  gentl 
and  shall  always  be  glad  to  do,  i 

Mr.  Olcott  :  I  have  to  sav,  ii 
recess,  having  had  to  do  all  tY 
I  have,  of  necessity,  been  thro\i 
officers  of  the  fire,  life,  and  r 
daily  communication,  and  wh( 
the  convention,  dated  August, 
the  clause  in  regard  to  the  appo 
was  speciallv  introduced  becau 
panies  a  feeling  that  the  conven 
with  weight,  unless  it  maintain 
insurance  superintendents ;  that 
sending  an  agent  here,  might 
and  every  way  acceptable  as  a  | 
yet  the  very  fact  of  his  connec 
made  known,  in  any  legislature 
up,  in  the  form  of  a  bill  to  be  pi 
a  change  of  the  rate  of  interest, 
would  tend  to  weaken  the  force 
of  keeping  the  convention  free 
effects,  those  clauses  were  insert 
tion  have  met,  some  of  the  g< 
bodies  have  again  spoken  to  me 
made  no  personal  matter  at  all 
convention  were  doing  exactly  r 
any  private  corporation  admitt 
there  were  to  be  a  permanent 
looked  to.  I  presume  that  it  is 
convention,  I  am  sure  it,  is  froi 
me,  personally  and  in  written  c< 
men  present  who  may  be  affect 
kindest  and  most  respecttul  fe 
in  the  convention  has  been  a 
no  disposition  on  the  part  of 
legislation  of  the  convention 
therefore,  it  is  to  be  hoped  th; 
personal  to  them,  but  simply  a 
government  of  the  convention, 
usefulness,  and  to  making  it  pei 

Mr.  Gaines  :  It  is  very  oppor 
ciate  every  word  Colonel  Olcott 
there  would  be  any  such  proscri 
have  ffiven  no  occasion  for  it ;  but 
time  I  am  supposed  to  represenl 
if  she  had  one,  and  the  governo 
think  that  restrictions  of  any  sc 
the  state,  as  to  whom  he  shall 
which  concerns  the  state,  at  al 
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t  place,  feel  interested  in  the 
iiere  is  hardly  a  person  here 
•tate,  not  connected  with  the 
irsonal  friends  will  go  to  him 
i  New  York,  and  attend  that 
dear  sir,  I  will  give  jou  mj 

ing  to  be  here  as  an  agent  of 
ot  jet  prepared  to  admit  the 
a  state  as  to  whom  he  maj 
sfore  the  communication  from 
s,  stating  that  thej  should  not 
ince  company.  Consequently, 
ana,  I  will  do  him  the  justice 
ised  wish  of  the  convention  in 
be  amended  by  striking  out 
i  add,  **  who  shall  be  a  citiaen 

arks  of  Col.  Olcott  in  regard 
ining  in  the  slightest  degree 
h  it  was  very  proper  for  him 
e  that,  in  the  present  crude 
of  the  southern  states,  the 
very  awkward  position  under 
no  appointment  at  all,  or  the 
pointment  of  somebody  who 
i  will  come,  as  Col.  Gaines 
Now,  in  the  state  of  Missis- 
ry  a  resident  of  the  state.  I 
I  IS  at  all  acquainted  with  the 
ted  more  or  less  with  some 
the  present  crude  condition, 
der  the  present  circumstances, 
i  the  state  of  Mississippi  and 
in — commissioners  appointed, 
ituted  by  the  legislatures,  and 
original  form,  will  be  fuUy 
:zists  under  the  appointment 
e  position  which  I  just  now 
st  the  same  time,  I  can  do  it 
>t  expect  again  to  attend  the 
I  arks,  and  the  convention  can 
lame  time  remark  that  I  will 
am  a  special  delegate, 
[ississippi  will  pardon  me,  I 
has  adduced :  that,  in  a  state 
mce  affairs,  there  must  either 
;s  no  superintendency  over  the 
incy  over  it,  there  is  no  occa- 
and  they  have  no  interest  in 
iharged  with  superintendence 
i  come,  or  if  he  cannot  come, 
and,  consequently,  it  would 
the  governor  to  be  forced  to 

stion :  suppose  the  auditor  of 
uld  be  the  only  officer  under 
oxy.  He  of  course  would  be 
t  now  stands? 
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Mr.  Olcott  :  Certain 
his  deputj,  if  he  could  t 
here,  in  moBt  cases ;  we  ¥ 
th<s  convention,  our  hi 
accomplishing  such  grea 
next  meeting. 

Mr.  Harvby,  of  MisROi 
only  want  to  ask  if  the 
careful  in  providing  that 
provision  about  this  mf  r 
ents  and  officers  who  are 
companies.  I  know  one 
fire  companies  around  he 

Mr.  Wsbb:  I  hope  t 
amendment  somewhat, 
don*t  know  how  to  vote, 
insert.  I  am  opposed  to 
strike  out,  and  I  can*t  str 
the  other,  and  gentlemei 
wrong.  I  ask  him,  there 
the  matter  before  the  pro 

Mr.  Gainss  :  I  think  t 
asking  him  to  bring  hit 
courtesy.     I  ask  that  the 

Mr.  Wkbb:  All  right 
side  lam  on. 

Mr.  Gaines  :  I  suppoi 
all  my  words  in  before  th 
be  a  citizen  of  the  state  h 
connected  with  any  insur 
now,  if  any  gentleman  w 

Mr.  Webb  :  I  trust  thi 
lumber  this  amendment 
amendment  suggested  by 

Mr.  Gainbs:  Just  ei 
objectionable  part,  or  tac 
*  Mr.  Wbbb  :  Let  the  qi 
then,  if  he  chooses  to  ma 
objectionable,  it  will  not 
now  being  to  insert  this  ( 
because  it  does  seem  to  x 
I  concede  that  there  is  — 
ought  not  to  be  officers 
also,  force  in  the  argume 
they  propose  to  reprefienl 
happen  to  reside  in  New 
the  governor  of  Louisian 
sent  Louisiana.  It  wouh 
California  to  appoint  son 
or,  if  there  be  an  insuran 
sioner  to  appoint  some  c 
me,  therefore,  that  the  on 
that  I  would  vote  to  strik 
made,  if  it  shall  be  made, 
oufi^ht  to  be  a  represent; 
insurance  convention,  an 
in  this  convention,  ought 
be  congregated  together  i 
and  honestly  represent  tl 
several  states. 
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in  the  position  of  Mr. 
leputy  of  the  auditor  of 
artment  of  that  state,  as 
I  alto  connected  with  an 
iditor  of  state  is  a  mere 
7,  it  is  a  matter  of  no 

onejforit? 

be  amendment  offered 


it     I  move  to  strike  out 
substitute  for  it  **who 


of  the  clause,  "  who 
^presents/'  and  it  was 

n  striking  out  '*  provided 
insurance  company,  as 

t  to  first  perfect,  before 


le  words  **  or  otherwise,* 

good  sense. 

shall  be  connected  with 

!pt  actuaries." 

:  it  in  language  to  suit 

erstand  that  an  actuarj 

t  grade  is  of  no  conse- 

Q  of  an  officer  of  a  com- 

de  an  actuary.    I  desire 

read,  **  Provided  that  no 

e  company  as  officer,  or 

actuary? 
lerwise  than  as  actuary." 

mendment  of  the  gentle- 
e,"  and  leave  it  *'  officers 
ybody  else. 

ch. 

made  by  the  gentleman 
ell.  If  an  actuary  is  an 
o  be  a  member  of  this 
e.  Therefore,  I  think  to 
ust  about  what  we  want, 
-ivate  influences,  that  the 
of  the  states  under  the 
ed.  That  is  all.  I  have 
f  personal  reflection  upon 


Digitized  by 


Google 


^r.  Gaines  :  The  ame 
Is  mine.  I  now  ask  th2 
ne. 

At,  Wkbb  :  Well,  Mr.  i 
I't  see  how  I  can  amem 
At,  Gaimbs  :  If  jou  vo 
the  proposition,  and  yi 
At,  Webb:  If  I  am  in  < 
nt  in  order  that  the  gei 
do  that  it  must  first 
endment  offered  by  me 
e  gentlemen  moves  to  c 
it  proviso  are  **  officer, 
e  of  parliamentary  law 
on  before  the  final  vote 
leasure  have  a  right  to 
e  to  dispose  of  the  w 
Tied,  and  I  think  it  is, 
istic  to  his.  As  the  gen 
:  to  strik*?  out  the  wor 
ween  "officers"  and  ** 
on,  so  that  the  last  woi 
\  about  actuary. 
At,  P.llsbury:  I  see  i 
8  have  attorneys  emplc 
Tiit  the  attorney  of  a  c 
>ose  it  to  undue  influen 
the  appointment  of  t 
uld.  I  am  opposed  to  s 
,n  from  Louisiana  desi 
y  member  of  the  convt 
iless  to  go  before  the  le| 
anated  Irom  a  convent! 
*.  influence  of  insurance 
Y  recommendation  tha 
r  that  reason  I  hope  thi 
nk  it  is  improper  that 
mbers  of  this  conventi( 
don't  know  that  it  is  tl 
ween  companies.  If  < 
orney  in  the  conventio 
(e  we  create  ill-feelini 
oration  in  our  deliberai 
ich  would  certainly  b 
iviso  will  not  be  strickc 
therwise"  is  retained  it 
an  insurance  companj 
nk  is  desirable. 
At,  Wkbb  :  I  withdraw 
At,  Harvey,  of  Missou 
n  are  looking  around  t 
p-hole  will  be  aHowe< 
rs  •* officers."  Besides 
-'.vant  to  have  any  doct 
ilr.  Gaines:  Inasmucli 
n,  will  exclude  actua 
nounced  that  they  do  n 
iletheyrequireustoco 
do  with  pleasure,  ofcoi 
;  same  amount  of  honei 
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nt  in  the  West,  I  think  the 
be  left  free  to  select  some 
r  he  is  the  actuary  or  any 
i  president  of  a  company  he 
e  his  place.  I  am  opposed 
re  of  the  department.  In  a 
re  11  to  restrict  the  governor 
ntendent,  where  there  is  a 
re  brains  enough  and  corn- 
self. 

I  of  Mr.  Gaines  to  strike 


s  ** or  otherwise." 
rail  for  the  reason  which  I 
ney  of  a  company,  which  I 
to  me  the  word  "otherwise" 

it  would  admit  the  attorney 
be  an  officer  of  a  company, 

IS. 

an  officer  of  a  company,  is 
as  such,  and    drawing    a 


"officer"  by  its  own  force 
and  attorneys  because  they 
ion  to  retaining  the  words 
erhaps  not  an  officer  infact, 
my,  tend  yet  a  director  or  a 
rector  is  not  necessarily  an 
y  an  officer,  he  might  be 
;  that  he  had  in  favor  of  the 
/  common  consent,  that  is, 
B  because  they  are  officers  of 
ning  the  word  "otherwise." 
sary  at  all  to  have  actuaries 
loufd  be  specially  named  as 

it,  I  desire  to  read  from  the 
ibmitted  for  the  considera* 
which  I  find  embodied  in 
led  in  section  lo.  The  term 
,  managers,  or  other  officers 
ny.  Directors  are  included 
tention  appears.  Also,  in 
t.*  The  term  "agent,"  or 
;ed  agent,  surveyor,  and  all 
irectly  or  indirectly,  aid  in 

oad  enough  to  exclude  all 
otherwise."  I  am  not  stren* 

n  to  strike  out  "other* 

it  was  lost.  ^ 

ection  by  adding  after  th« 
ctuaries  connected  with  the 
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irarmnce  department.**  And  I  sa; 
iiat.  It  i8  •ometimet  the  case  tha 
ompany,  and,  at  the  same  time,  a 
e  18  such  actuary  of  a  department 
on't  see  as  there  is  any  impropr 
loner  deputing  his  actuary  to  re 
iimself. 

The  question  being  put  on 

DSt. 

Mr.  Haevby,  of  Illinois :  I  noifi 
onsulting  actuaries  be  excluded. 

Mr.  PiLLSBURY :    They  are  excl 

Mr.  Harvby:  I  would  like  t 
ctuaries  are  not  excluded  by  that 
fficers  of  companies  at  ail. 

Mr.  Williams  :  No  sir.  If  the 
nee  department  who  is  also  ax 
rants  to  be  represented,  he  must 
le  is  not  eligible. 

Mr.  Harvby,  of  Missouri :  It  i 
he  New  York  department  repre 
inguished  actuary  of  that  departn 
he  department  of  Massachusetts 
ctuary  of  that  department.  Both 
f  companies,  and,  I  think,  we  ha^ 

The  remaining  articles  were 
cspectively. 

On  motion  of  Mr.  Harvey 
imended,  was  adopted  as  a  wl 

Mr.  Harvby,  of  Missouri:  1 
ompanies  is  short  two  members, 
Reynolds,  of  Alabama. 

The  Chairman  :  I  would  also 
>*clock  to-morrow  morning.  I  1 
aittee. 

Mr.  Harvby  :  I  would  suggest 
he  vacancies. 

The  chairman  appointed  M 
o  fill  the  vacancies. 

On  motion  of  Mr.  Row,  the 
)ct.  27,  at  10.30  A.  M. 
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DAY. 


Friday,  Ocioh€r  27,  1871 
\n  o'clock  A.  M. 


state  to  the  convention  what 
to  the  visit  to  New  Haven,  at  the 
ner  of  Connecticut,  to  be  present 
uilding  his  company  is  about  to 

n  a  telegraphic  correspondence 
yself,  which  has  resulted  as  fol- 

there  will  be  a  special  car  at  the 
ourth  avenue  for  the  delegates, 
'clock  in  the  afternoon,  reaching 
clock.  The  comer-stone  of  the 
dent  of  this  convention.  Such 
itleman  connected  with  the  con- 
,  and  will  give  me  the  name,  I 
odation. 
introduce  the  following  resolu- 

etary  be  instructed  to  communi- 
khe  conclusions  reached  by  this 
nt  questions  which  have  been 
•mmendation  that  the  same  may 
egislatures.  The  said  officers  to 
official  seal  of  the  national  con- 
I  official  designations  of  all  the 


»wered  and  directed  to  immedi- 
for  the  convention,  which  shall 

adoption  of  the  resolutions. 
9ns  be  put  to  the  Convention 

put  separately. 

lut  first  as  .coming  properly  In 

he  resolution  of  Mr.  Row  in 
t8  of  the  convention  to  the 
carried  unanimously. 
x>mmunication  which  I  desirefto 
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To  tk€  National  Insuran 
Gentlbmbn:  The  ex 
H>d/  having  been  affirm( 
ihe  duty  of  framing  a  coi 
iiat  the  time  has  arrived 
*a88ment  which  mj  pei 
uiuse,  by  tendering  m^  r 
I  should  be  doing  vioU 
}%%%  without  saying  how 
irith  the  convention  has 
the  grand  experiment  o 
itates  upon  the  subject  o 
rated.  Little  as  l'  knei 
l>eneiicent  of  all  homar 
trust  to  the  office  I  hoh 
:ouId  be  established,  in  1 
regulations,  a  develops 
irould  bring  the  solace 
families  that  might  be  d< 
irhich  have,  unhappily, 
>pportunity  of  aiding,  to 
ibout.  The  experiment 
lent,  80  cordially  sustaii 
by  some  others;  and  so 
proved  a  more  surprisinj 
sarliest  supporters,  of  y< 
Kod  harmony  of  feeling 
Df  the  stability  of  this  ] 
freedom  from  all  taint  c 
personal  interest,  indical 
legislative  branches  of  t 
fide  nee. 

I  beg  you  to  accept  i 
with  which  you  have  n 
myself,  gentlemen, 

On  motion  of  Mr. 
table, 

SUPPLBMBMTAL  RbFOI 

Mr.  A.  F.  Harvey, 
expenses  and  appointme 
report : 

Your  committee  on  di 
beg  leave  to  report,  in 
found  on  page  121,  of  th< 

Whereas,  The  tables  o 
observations  of  the  con 
diminution  of  a  rate  of  d 
by  a  corresponding  exce 

Resolved,  That  no  lif 
of  its  surplus  derived  frc 
savings  in  a  less  mortalil 
held  as  a  special  reserve, 
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rinciple  contained  in  those  resolu- 
re  their  adoption  as  an  addition  to 

re  called  for  the  reading  of  the 

ental  report 

:  as  a  substitute  that  the  report  be 

e. 

n  before  the  house  ? 

he  motion  to  lie  on  the  table  is  in 

r  as  this  resolution  is  concerned,  it 

I  very  important  principle.     It  is 
ibsolutely  required,  but  is  recom* 
i  it  seems  to  me  so  clear  that  it  it 
>ted  and  not  laid  upon  the  table, 
al  question,  and  in  deciding  it,  it 

II  a  representation  as  possible.  I 
not  make  dividends  if  they  should 
his  resolution.    I  am  not  prepared 

indicated  is  not  entirely  sound. 
t  this  time,  but  I  think  a  subject 
mce  with  the  universal  practice  of 
much  consideration  before  action 
V  I  have.  I  consider  the  question 
tion  is  for  you  to  dispose  of.    The 

table. 

lotion  of  Mr.  Fackler  to  lie  on 


iild  state  at  the  request  of  the  gen- 
Ihat  he  is  detained  from  his  duties 

day  afternoon,  when  the  vote  was 
s  committee  on  valuations,  I  arose 
IS  about  to  cast  on  that  question. 
'  was  wearied  in  listening  to  the 
een  presented  upon  that  question 
suit;  consequently  I  deferred  my 
he  convention  to  enter  what  I  was 
he  convention  in  relation  to  that 

jection,  the  gentleman  from  New 

B  to  the  secretary, 
light  be  that  the  gentleman  would 
have  been  hidden  from  the  mem- 
nge  our  votes.     [Laughter.] 
:onsider  our  action  at  the  next 

imunication  of  interest  to  the 
;  communication  t 
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"The  Mu 

Dbar  Sir  :  It  has  bee 
convention  might  like,  be 
life  company.  We  shall 
interested. 

The  Sbcrbtary  :  The 
save  considerable  corresp 
which  the  securities  of 
body  go  to  the  building 
that  they  register  and  ke 
pursued  in  the  olfice.  T) 
thus  save  future  trouble  t 

Mr.  Kblsby  moved 
notice  J^e  sent  to  the 
upon  them  at  one  o'clc 

Mr.  A.  F.  Harvby 

Resolved,  That  when  1 
ia3o  A.  M.  on  Monday,  1 
at  lour  oVlock,  P.  M. 

I  wish  to  say  that  the  r 
have  before  us  a  draft  of  a 

Question,  and  they  may 
Considerable  deliberatio 
yesterday  —  capital  stoc 
perhaps.  There  are  dif 
although  it  has  been  sug 
to-night,  if  we  are  going 
the  insurance  interests, 
abandon  this  work  unti 
utmost  that  we  could  do 
while  things  are  now  in 
now,  probably — and  go 
ment  until  Monday  would 
to  be  on  Tuesday. 

Mr.  Bacon,  of  Missist 
having  the  final  adjourni 

On  motion  of  Mr.  1^ 

laid  on  the  table* 

Mr.    Kklsbt:    I    und 

Popular,  would  like  to  c 

move  that  he  be  allowed  i 

The  President  :    On 

Mr.  Kelsby:    I  am  no 

The  President  :    He  < 

Mr.  Kblsby:    As  I  un 

the  convention. 

The  Sbcrbtary:    I  W( 

(Mr.  A.  F.  Harve.v)  if  th 

ready  to  present  their  rep 

Mr.  A.  F.  Harvey:    ^ 

Mr.  Kblsby  :    I  move 

address  the  conyention* 
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be   motion  of  Mr.  Kelsej,  and 

le  vote  upon  the  resolution  in  regard 
:he  resolution  be  expunged  from  the 
the  advice  of  some  delegates,  it  is 
rate  body,  ought  not  to  have  a  seal, 
ill.  I  therefore  move  a  reconsidera- 
tion was  carried. 

aotion  of  Mr.  Row,  and  carried. 

jcretary  was  directed  to  expunge 

iC  convention  as  related  to  a  seal. 

>duced   to  the  convention,  and 

11  be  found  in  the  appendix  to 

e  chair.] 

[le  following  resolution.  It  is  sug- 
address,  and  some  opinions  that  he 

consider  the  best  method  of  super- 
lives,  and  report  at  the  next  session, 
n,  I  would  say  that  all  of  us  must 
persons  throughout  the  country  in 

badly,  but  unable  to  get  it  from  the 
»  very  desirable  that  some  companies 
>n  proper  rates,  but  such  companies 
f  with  the  ordinary  rules ;  or  if  they 

better,  according  to  Dr.  Lambert's 

them  as  ordinary  lives.  I  will  say 
he  state  should  have  some  method  of 

an  impaired  life.  It  must  be  more 
lid  be  som«  proper  way  of  determin- 

\rRYj  of  Missouri,  the  resolution 


^mmittee  be  appointed? 

isted  in  a  short  time. 

i  hour  has  come  for  a  recess.   Before 

ution  as  a  substitute,  and  in  lieu  of 

t.  not  to  be  regarded  as  a  liability,  to 
ife  insurance  companies;  that  com- 
jssession  of  a  paid-up  capital  stock, 
lired  to  make  up  reserves ;  and  that 
t  forth  in  their  reports  the  deficien- 

is,  that  the  resolution  Vou  offered 
i  table,  and  this  one  will  then  be  in 


rRY  the  resolution  offered  by  him 
)le. 
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Mr.  A.  F.  Harvey:  I  wo 

be  substituted  for  the  one  I 
The  President  :    If  thei 

substituted. 
Mr.  A.  F.  Harvey  :    I  m 

ation  immediately  after  the 

Carried. 

The  convention  then  t 
After  the  recees  the  co 
president,  Mr.  Breese. 

Mr.  Gai2?es,  of  Louisiani 
carried : 

Resolved^  That  upon  rece 
tion,  it  be  immediately  adoj 
of  every  other  subject,  until 

Resolved^  That  discussioi 
tion  in  person,  and  limited 
point. 

Mr.  Olcott  (as  represent 
amendment  that  the  conven 
the  committee  on  legislatioi 

Mr.  Gaines  accepted 

amended  was  carried. 

Mr.  Harvey,  of  Missouri 
the  resolution  on  capital  be 
hope  that  will  be  taken  up  a 

There  being  no  objecti 

Mr.  Harvey,  of  Missouri 
present  my  views  on  this  qu 

Mr.  Falk  then  read  th 

Capital  in 

An  attempt  has  been  ma 
an  tee  capital  of  life  insuran 
panics,  and  to  test  the  solve 
tion  of  impairment  in  the 
classes  of  insurance  are  toU 
of  the  convention  by  showi 
made,  by  crude  theories  an 
similar. 

Fire  insurance  is,  at  best, 
stockholders  put  up  their 
human  foresight  can  render 
week.  The  Chicago  fire  hai 
as  the  Lorillard  and  Market 
managed  may  be  wiped  out 
paired  capital  is,  therefore, 
parative  degree  of  safety. 

A^ain,  a  prudently  manaj 
portion  to  its  capital ;  the  si 
business  done.  Expansion 
should  be  at  least,  one  half  < 


Digitized  by 


Google 


>iUl,  and  eren 
»  all  a  game  of 

i  not  a  game  of 
al  observations 
not  materiallj 
ims  charged  in 
practice  which 
justice,  or  ruin 

tituted  by  God 
rrectly  made,  it 
Great  Architect 
itarj  measures, 
11  be  so  gradual 
t  The  failure 
must  be  attrib- 
g^ance.  A  com- 
in  the  selection 
inot  fail.  If  is 
peration. 
ibers,  capital  is 
adders,  on  first 

roportion  to  the 
>usiness  a  com- 
B  better  for  the 
in  an  old  com- 

3,236,024.59 
7*395»659-io 
6,92^,116.39 
4,816,782.26 
3,373,583.34 
»t  quite  one  per 

kher  words,  are 
holders,  or  the 
le  protection  of 
epartment,  and 

shall  pay  divi- 
I.  This,  f^ooner 
r  management, 
a  distinguished 
It  it  has  only  to 
>roposition,  if  I 

should  not  be 
nd  the  mutuals 
Teillance  of  the 
ird.  The  Equi- 
2,000,000.  Now 
pital  would  be 

ual,  andhaslia* 
isition,  if  it  had 
*ed  ten  per  cent 
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the  benuty  of  th 
til  right  b/  pa/i 
to  $11,875,000; 
d  still  squandei 
ment.  A  truljr 
sing  its  assets,  a 

request,  the 
sy,  of  Missouri 

Facklbr:   Mr. 

of  the  followinj 
th  in  their  report 
Miller,  of  New 
re.     It  seems  to 

is  not  an  act 
nies  having  a  c 
ipital  stock  to  m 
that  reason,  in  1 
B  its  statements, 
ire  the  idea  ezpn 
»f  it  myself.  It  1 
tal  stock,  it  shi 

expression.     F< 

and  tersely  just 
'  a  company  ha 
I  50  per  cent  of 

company  which 
lYij  that  compai 
>rious  nomencU 
>ort  should  state 
in  amount  of  W 
ble,  to  make  up 
\  the  conclusior 
is  not  necessary, 
."  Therefore  li 
:hat  expression, 
nies  only. 
Fackler  :    The 

fact  that  the  1 
;  impaired  cap 
1  headed  deficiei 
le  superintende 
rmore,  I  thoug 
of  the  resolutior 
ed  as  a  liability, 
nies."  I  thoug 
at  we  had  better 
Harvey,  of  Mis 
lis.  The  resolul 
commences  with 
bilities  of  theco 
Fackler  :  I  wit 
Brbbse,  of  Wise 
hen  I  move  it. 
r  I  think  that  ii 
to  the  phraseolc 
we  say  in  the  re 
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ting  facts  from  the  people,  and  I  do 
18  endorsing  that  It'  the  resol  ution, 
presses  the  doctrine,  I  think  that  we 
[  certainly  do  not  want  to  put  myself 
position  that  a  state  official  should 
reserve  is  not  sufficient  to  meet  its 
part  of  its  capital  to  do  it  I  think 
[>  not  think  it  becomes  this  conven- 
11  not  publish  it. 

in  favor  of  the  resolution  as  it  was 
1  and  there  is  nothing  contained  in 
mljr  object  which  we  aim  at  by  state 
ly  has  the  actual  reserve,  to  meet  its 
iw.  This  resolution  merely  recom- 
advertlse  their  capital  except  to  the 
land;  and  the  state  commissioners 
or  anything  in  regard  to  it,  if  they 
the  standard  fixed  by  their  states. 
he  amendment  which  was  withdrawn 
.  Breese,  is  that  it  furnishes  an  elec- 
its  to  go  upon  and  use  improperly 
>f  the  companies  which  have  abbo- 
than  the  very  companies  which  these 
I  favor  of  the  origmal  resolution, 
call  the  attention  of  this  convention 
>mmittee  on  valuations,  this  subject 
m  stated  that  the  less  the  state  had 
the  condition  of  these  companies, 
itter.  The  question  came  up  in  the 
mtirely  different  way.  It  was  about 
al  was  impaired.  I  took  the  ground 
hibit  the  stockholders  of  a  company 
ad  sunk  $900,000  from  making  divi- 
need  not  put  that  in  the  insurance 
:  that  the  common  law  would  decide 
lolders  that  attempted  it  could  be 
s. 

ght  in,  because  I  think  the  point  is 
convention ;  and  I,  therefore,  move 


onfident  that  we  have  not  adopted 
of  the  committee  upon  that  subject 

iiestion  upon  the  amendment  of 

;va8  lost  by  a  vote  of  6  ayes,  and 

e,  as  an  amendment  to  this  resolu- 

es  any  portion  of  the  capital  of  a  life 
serve  according  to  the  legal  standard, 
nds  should  be  paid  to  stockholders, 
t  stated  in  the  official  reports  as  a 

the  auditor  of  Alabama) :  I  beg  to 
'k,  that  one  of  those  two  points  is 
;  you  will  find  a  clause  there  to  that 
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The  other  one  i 
not  there  that  I 
Iiller:  That  is 
position,  that  on 
hink  that  it  will 
if  we  entertain 
m.  Of  course, ' 
form  of  ezpressi 
md  £0  together, 
>  make. 

Harvey,  of  Mi 

Miller,  of  Ne 

MiTH,  of  Kentui 
sfore  there  was  i 
.nd  made  the  st 
osed  to  putting  i 
le  expression  is 
5  of  it,  and,  furt 
[arvey,  of  Miss 
f  Kentucky f  Ne^ 
rill  adopt  this  cc 
showing  impair! 

Secretary  ther 

Breese,  of  Mil 

Luse. 

)te  was  then  ta 

*d  carried. 

[vision  was  cal 

3rbesb  :  My  ide 
hat  this  convent 
shall  suppress  ti 
[Caldwell:  My 
8  to  know  whetli 
8  of  their  statei 
r,  and  not  the  ca 
:k  companies  wl 
uch  additional  i 
that //fteryreprese 
•lished  other  th 

low,  of  Michigi 
I  in  discussing 
different  from  tl 
I  liability.  The  • 
rtain  kind  of  se 
i  law  requires  t 
f  the  impairmei 
(lis  free  and  full 
tion  have  ezprei 
about  publishini 
isin,  I  am  oppoi 
Bsing  any  fact  th 
dodges,  or  to  pi 
5  commissioner  < 
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e  state,  he  should  certainlj  have  the 
lis  report 

1  suppose  that  a  companjr  has  $200,000, 
;ts  $1,000,000;  that  makes  in  all 
I  are  $1, 100,00a  Now  it  comes  to  the 
x>;  liabilities,  $1,100,000/'  The  facts 
impairment  is  $100,000,  and  that  fact 
hen  a  department  publishes  columns 
ital,  it  is  publishing  a  criticism  upon  a 
of  the  business  of  a  department.  It 
!normous  reserve,  of  several  millions, 
>wing  that  the  capital  of  the  companjr 
upon  it,  no  matter  how  good  it  is. 
:hat  capital  is  not  a  liability,  we  shall 
!  the  people  will  understand  that  it  is 
1  be  prohibited  from  stating  the  facts 
I  think  is  wrong.  A  companjr  mieht 
impair  its  reserve,  and  take  capital  to 
n  that  luxury,  and  it  is  very  important 
it. 

ct  that  this  subject  does  not  seem  to 
er  way,  and  that  these  particular  sub- 
r  manner,  in  the  law  to  be  submitted, 
upon  the  table* 


of  the  auditor  of  Alabama)  ;  I  move 
je  tendered  to  the  New  York  Board  of 
IS  use  of  their  hall  for  our  meetings, 
Jnderwriters  for  the  use  of  their  office 
in  session,  and  also  for  the  generous 
to-day,  that  the  permanent  conven- 
so  long  as  occupied  by  the  Boaird. 


f  Louisiana,  it  was  unanimously 


1  be  confined  to  the  members  of  thei| 
that  on  all  subjects  the  speakers  be 

red  that  the  convention  proceed  to 

ittee  on  legislation.     Carried. 

handing  in  the  reportof  the  committee 
iree  of  the  members  of  this  committee, 
>f  Massachusetts,  the  auditor  gen- 
delegate  from  California,  are  now 
usetts,  requested  that  his  place  on 
e  else,  and  that  was  done  yesterday  by 
e  commissioner  of  New  Hampshire, 
low  stands,  of  those  who  are  present, 
try,  of  New  Hampshire,  and  myself, 
impressed  with  the  fact,  that  the  time 
has  been  too  short  for  us  to  suppose,  or 
lid  entirely  complete  our  task.  A  great 
:t  of  the  outline  of  a  law,  and  we  now 
we  could  do  under  the  circumstances. 
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ubmit  it  with  al 
point  by  point. 

The  Secretar 

aft  of  general 

pslation,  as  fo 


SJkori  tiiU  of  Ui 
\  I.  This  act  n 
CK  Act  "  of  th 

Object  and  consk 
\  2.  The  objec 
this  state  in  rel 
other  states,  so 
blic  interest,  to 
luals,  to  ensure 
i  insured,  and  t 
Vnd  its  provisi 
>tection  of  the 
istniction  whicl 
ike  act. 

Harmony  in  sul 
I  3.  The  wordi 
this  act  shall  b 
>yisions  of  this 
>viding  for  th( 
ured;  and  difife 
)artment,  the 
nedies,  shall  nc 
ended  to  secure 

\e  same  burdens 
ibroad  on  \_Ne7K 
f  4.  When,  hy 
nalties,  licensei 
ligations  or  pre 
te  doing  busine 
irein,  so  long  ai 
>hibition8,  of  *< 
Tipanies  of  sucl: 
d  upon  their  ag 
Vf  r.  Breese,  of 
5  words  **  taxeS] 
lon't  think  that 
ou'ld  be  used  as 
Mr.  Olcott  (re 
IS  framed  in  tl 
th  unnecessary 
:ure  expressed  i 
sconstruction. 
:urities,  are  obi 
e  court;   and, 

>  The  eMential  prtr 
ill  have  been  fixed 
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itained  in  the  fbrmer  pait  of  tha 

rd  '*  aforesaid"  after  '*  prohibi- 

"  other  obligations  or  prohibi- 

now  covers  the  whole  ground, 
then  put  to  a  vote  and  was 

ad  as  follows : 

in  any  provision  of  this  act 
>r  restriction,  includes  individ- 
9  and  corporations. 

defined. 

18  used  in  this  act,  designates  a 

tate  or  territory  of  the  United 

Ign. 

state,  territory  or  nation,"  as 
porated  by  or  organized  under 


** commissioner"  includes  the 
harged  for  the  time  being  with 


!S  affirmations. 


,  designates  the  trustees,  man- 
executive  board  of  a  company, 
rs  "  unless  a  contrary  intention 


in  this  act  includes  an  acknowl- 
ions  who  shall,  in  any  manner, 
le  business  of  insurance. 
[>nstrued  to  imply  that  an  agent 
ipressly,  or  by  necessary  impli* 

word   '*  includes  "  after  **  com- 


>uri,  and  adopted. 

m.  Title  i,  as  amei./ied,  was 

jad  Title  H. 

IMISSIONBR. 

inct  department  \or^  a  distinct 
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the  office  of  the  secrc 
o  be  known  as  the  ii 
iiarged  with  the  execu 
kce. 

\c€  Commissioner, 
rkis  section  will  proz 
'ks^   deputies,  etc.,  an 
t  force.     If  a  separa, 
ows:    The 
commissioner.  J 

^i/lcation  of  officers  an 

0  person  who  is  a  dir 
interested,  in  any  ini 
ssioner  or  deputy  com 
irtment;  and  no  offi: 
iness  in  this  state  shs 
under  this  act. 

1  duties  of  commission 
is  the  duty  of  the  con 
ee  that  all  laws  of  th 
jlly  executed. 

ecord  in  his  office  evei 
ipany,  with  the  certil 
tn  of  the  corporators, 
xamine,  or  cause  to  be 
ance  company  doing  1 
nation  proper  or  nece 
never  he  deems  it  for  \ 
3sult  of  his  examinatii 
capers  of  this  state, 
uspend  the  entire  bus 
ess,  within  this  state, 
ce  with  any  provision 
sufficient  to  justify  its 
ng  the  certificate  gran 
ance  commissioner  oi 
le  same  in  the  paper  i 
lished. 

nstitute,  or  cause  to  I 
:  laws  of  this  state,  to 
:h  shall  appear  to  hi: 
itly  conducted, 
•eport  in  detail,  to  th 
3  insurance  companie: 
nee. 

urnish  to  the  compani 
sary  blank  forms  for  t 
►reserve,  in  permanen 
incise  statement  of  tl 
r  examined, 
the  request  of  any  pei 
copies  of  any  record 
dicial  to  public  interei 
this  act  provides  for. 
report  annually  to  th< 
,  the  names  and 
nses  of  his  departmen 
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^45 

in  this  state;  and  such  other  inform- 
is  department. 

report  to  the  insurance  commissioner, 
er  state,  and  to  each  company  doing 

o  the  insurance  commissioner  of  anj 
w  contained  in  this  act  shall  be  in 
his  duty  to  ascertain  respecting  com- 
within  such  other  state. 
Chairman,  I  apprehend  that  this  is 
le  is  all  right,  but  suppose  we  extend 
tailed  statements  of  the  value  of  life 
he  payment  of  the  expense.  It  seems 
aid  require  these  statements,  through 
>anies  would  be  compelled  to  pay  tor 
ision  made  for  the  payment  of  this 

e  auditor  of  Alabama)  :  The  intention 
t  there  should  be  such  reciprocity 
'  one  wished  to  know  anything  con- 
anies  of  other  states,  he  could  apply 
;  states  without  any  feeling  of  reserve, 
a  certain  extent,  at  present  It  is 
for  any  extraordinary,  expensive,  or 
[ns  to  me  that  the  commissioner  has  a 
e  expense  in  his  department,  which 
f  his  state. 

0  the  facts  within  the  commissioner's 
:an  call  upon  another  to  go  and  ascer- 
n,  in  regard  to  any  company,  or  any 

Michigan,  action  was  postponed 
s  concluded. 
)llows : 

time  to  time,  when  necessary,  with 

1  of  office,  an  impression  and  descrip- 
ertificate  of  approval,  shall  be  filed  in 


er,  for  the  purposes  of  examinations 
er  in  person  or  by  one  or  more  exam- 
ing : 

ooks  and  papers,  within  this  state,  of 
nts  thereof,  doing  business  within  this 

person  being  within  this  state,  under 
lay  administer,  relative  to  the  affairs 

t  its  principal  office,  wherever  it  may 
a  state  in  which  the  provisions  of  law 
}rce,  and  doing  business  in  this  state, 

affairs  and  condition ;  and  to  revoke 

not  permit  an  examination, 
ficate  given  by  him,  when  any  condi- 

it  no  longer  exist. 

by  the  5th  clause  of  the  15th  section, 
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jt  I  see  the  same  provisio 
»  amend  this  clause  by  s 
iserting  in  their  place  the 

Adopted. 

The  Secretary  then  re; 

5.  The  insurance  commii 
rosecutions,  either  by  the  1 
>mmi86ioner  ma^  designal 
Mr.  Brsbss,  of  Wisconsi 
ord9  **  attorney  general" 
id  to  strike  out  the  words 
ay  designate."  Every  sta 
as  duty  should  be  perfom 
t  allowed  to  appoint  any  p 
Mr.  Miller,  of  New  Vc 
>wer  to  appoint  a  lawyer, 
ill  get  nothing  done.  I  hi 
)t  been  able  to  get  a  prose 
Mr.  Webb,  of  Kansas  :  I  f 
om  New  York  in  regard  t 
t  an  insurance  commissioi 
•osecute,  And  unless  he 
iten  find  it  difficult  to  get 
nguage  of  this  section,  in 

Mr.  Smith,  of  Kentucky : 
emen  from  New  York  anc 
le  that  I  ought  to  have  pol 

The  amendment  of  M 
The  Secretary  then  re 

Penalty  for  refusal  to  tes, 
§  17.  Whoever,  without  j I 

>  appear  and  testify  bef< 
bstnicts  him  in  the  discha 
hed  by  a  fine  not  exceedii 
ot  exceeding  one  year. 

Mr.  Miller,  of  New  Yor 

>  a  little  too  stringent,  an< 
Ision  not  to  be  comparec 
reat  animadversion  on  th 
>n&idering  a  bill.  As  the 
o  power  to  summon  any  t 

Mr.  Olcott  (representai 
lat  that  parenthesis  there, 
nd  it  leaves  it  in  the  discre 
'hen  there  is  justifiable  c 
Kcused,  and  is  exempted  fi 

Mr.  Millers  I  have  no 
pposition.     However,  I  dc 

The  Secretary  then  re 

Evidence. 

§  18.  Every  instrument  < 
f  any  other  state  in  whic 
hall  be  in  force,  pursuant 
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lived  aft  evidence  in  this  state ;  and 
y  him,  amd  so  authenticated,  shall 
th  the  saine  effect  as  the  originals, 
ind  authenticated  bj  the  commis- 
1  the  same  manner,  and  the  same 
ict,  as  if  acknowledged  or  proved 

lirectljr  on  paper,  with  or  without 

iv  York,  the  word  "other"  in 

t. 

an,  this  is  the  third  time  that  the 
before  it  has  been  passed  over  with- 
in I  take  to  it  ma/  not  be  regarded 
^ntion.  Nevertheless,  I  suggest  it 
g^age  is  in  the  first  part  of  the 
I  of  New  York  is  not  law  in  Penn- 
force  outside  of  New  York.  The 
rial  in  its  operation  or  effect;  but 
n  one  state  majr  be  enacted  in  any 
l^e  here  employed,  and  I  move  to 
trument  executed  by  the  commis- 
r  state  in  which  the  substantial 
etc." 

ed. 

urs  in  the  13th  paragraph  of  the 
I  change  be  there  made,  and  else- 
;  language  occurs. 


:  is  good. 

ed. 

Mrs: 

>mpany,  to  which  this  act  applies, 
he  expenses  of  executing  its  pro- 

fied  copy  of  charter,  twenty-five 

■  certificate  in  lieu  thereof,  twenty 

certified  copy  thereof,  two  dollarf. 
the  department,  [or  bureau],  the 
r  affixing  the  official  seal  to  such 
ir. 
per  million  of  insurance,  or  any 

anies   under  this   act,   the   actual 

policies  and  annuity  bonds,   the 
ation,  and  issue. 
•uggest  that  the  section  commenc- 
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'valuing  life  policies,  ten  dollar 
ng  policies  of  life  insurance  cot 

he  amendment  was  adopted. 

■.  Miller,  of  New  York :  Then 
aps  this  is  a  proper  fee.  I  woul 
this  provision. 

•.  Olcott,  (representative  of  t 
nmendation  of  the  committee  < 
ention,  which  was  adopted. 
'  Harvey,  of  Missouri:  That  \ 
also  in  Missouri,  although  no  f( 

he  Secretary  then  read  as  fo 

^fictency, 

&o.  In  case  the  necessary  exp< 
lint  of  fees  collected  under  this 
tusive  of  the  tax  upon  marine  pr 
!  be  annually  assessed  by  theco 
insurance  companies  doing  bus 
:r  has  power  to  collect  such  as 
treasury. 

r.  Brbesb,  of  Wisconsin  :  I  mo 
I  think  the  expenses  of  the  d 
lation ;  and  if  the  fees  are  not 
er  upon  the  commissioner  to  I 
jf  the  general  fund  by  warant  t< 

he  motion  was  seconded  by 

r.  Miller,  of  New  York  :  It  s 
ty  low,  and  I  think  some  of  the 
they  had  better  provide  for  it 
ilatures  of  the  different  states  w 
upported  by  the  companies ;  ar 
better  make  a  distinction  in  s 
»er,  that  there  should  be  a  discr 
panies,  and  that  some  should  p 
e  that  this  deficiency  should  be ; 
unt  upon  each  company,  but  bj 
:,  or  by  some  other  more  equita 
r.  Smith,  of  Kentucky :  When 
ee,  it  was  understood  that  these 
n  at  a  previous  session  of  thif 
irate.  But  at  the  other  meeti 
^y  reduction  of  these  fees.  I 
of  the  year  the  expenses  would 
,  and  the  expenses  would  have  i 
ik  this  is  about  as  near  right  as 
e  states  will  not  have  departme 
;r.  Brbesb:  I  believe  that  ev 
it  of  the  salaries  of  its  ofllicers  b 
his  loose  way  of  collecting  reve 

?he  motion  of  Mr.  Breese 

:,  and  declared  lost. 

[r.  Gaines,  of  Louisiana:  Mr.  ( 
his  act  must  somewhere  embrac 
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;,  I  think  the  state  might,  without  a 
;  for  these  things  out  of  that.  If  a 
nies  at  all,  then  the  question  of 
ninence,  for  expenses  incurred  in 
ten  a  state  chooses  to  tax  the  coin- 
see  why  the  tax  should  be  a  net 

iculty  if  we  attempt  to  carr^  taxa- 

companies  are  perfectly  united  on 

-est  to  have  it  done,  there  should 

)it. 

adoption  of  this  twentieth  section 

x>mpanie8  in  New  York  are  taxed 

onsin. 

»mpanies.    There  has  not  been  any 

Ir.  Breese  to  strike  out  section 
3f  Mr.  Miller,  of  New  York, 

i  to  meet  at  the  St.  Nicholas 


SESSION. 

rder  at  7.30  o'clock  by  the  vice- 

the  report  of  the  committee  on 
notion  the  word  "  marine"  in 


commissioner  of  securities  of  any 
(  official  capacity,  is  valid,  unless 
state. 

r  presented  to  him  by  the  commis- 

ransfers,  stating  the  name  of  the 
ansfer  is  made;  the  name  of  the 
lank;     and    a    description    of  the 

by  mail  the  company  concerned  of 

ature,  to  state  the  amount  of  trans- 


;he  correctness  of  records,  the  com- 
the  treasurer's  record  required  by 
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section  21,  and  the  treasurer  is  e 
other  documents  of  the  insurance 
the  commissioner  for  registered  p 

The  secretary  stated  that  it 
word  "  registered,"  on  the  grc 
treasurer  should  not  have  a 
policies. 

On  motion  of  Mr.  Harvey, 
tered  policies  "  were  stricken  c 
before  "  to  securities,"  the  wc 

Mr.  Harvey,  of  Missouri :  I  ai 
think  that  the  fifth  and  sixth  pan 
too  much  latitude  to  the  individ 
want  some  definition  as  to  what  I 
before  it  is  declared  insolvent. 

Mr.  Olcott,  (representative  ol 
tied  by  the  rule  adopted  by  the 
mortality. 

Mr.  Harvey,  of  Missouri :  All 
on  this  subject  of  the  rate  of  int 
valuation  is  not  a  test  of  the  insi 

Mr.  Smith,  of  Kentucky:  Thi: 
fifteen.  '*  necessary  proceedings,* 
come  in  some  shape  into  this  law 
vent  companies.  As  I  understa 
mittee  in  going  through  the  quest 
you  all  so  patiently  discussed,  vr\ 
deposit,  or  reserve,  upon  net  vah 
stop  her,  not  to  tear  the  ship 
the  company  officers,  the  polic 
interested,  and  the  question  mus 
or  to  the  commissioner.  I  don't 
proceedings  are  supposed  to  refe 
make  in  reference  to  what  is  to 
intrenched  at  all  upon  its  reser 
from  the  intention  of  the  commii 
kind ;  and  if  we  had  started  that 
to  me  that  the  objections  of  th 
will  be  met  if  we  can  get  hold 
law  ought  to  be,  and  what  must 
It  is  to  take  care  of  them,  and  r 
in  the  mill  of  a  receiver. 

Mr.  Miller,  of  New  York :  '. 
after  the  committee  on  winding 
evident  to  my  mind  that  it  will  \ 

Mr.  Harvey,  of  Missouri :  I  v 
I  made  the  motion  to  have  thi 
understanding  that  the  board  < 
plan  relating  to  fire  companie 
the  president  of  the  board  but  o 
I  find  that  nobody  has  gone  a 
something  is  necessary;  and  the 
I  was  an  agent  once  of  a  fire  in 
hour's  experience  with  that  br 
have  been  all  at  sea  when  und 
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Lh  Mr.  Fackler  on  the  subject,  and 
lid  be  proper  under  certain  circum- 
me  consultation  with  members  of 
lerstood  that  the  convention  would 
ivote  the  time  between  now  and 
will  meet  a  case  that  has  not  been 
tates,  and  which  could  be  approved 


III. 

.L  Classes  of  Companibs. 
tpt  as  provided  in  this  act. 
heir  agents  to  make,  negotiate,  or 
of  insurance,  except  as  authorized 

j   like  to  ask  the   secretary  where 

by  taking  the  laws  of  the  different 
endeavormg  to  simplify  them  as 
law  is  a  very  good  one,  and  we  got 


be  connected  with  other  business, 
;ed  in  this  state  shall  make  insur- 
lor  grant,  purchase,  or  dispose  of 
^erefor,   and  doing  such  business 

>t  interfere  with  the  accident  and 
existence,  but  it  prevents  any  other 
^g  organized  unless  that  section  is 

s  to  prevent  a  life  companjr  from 
companies  do,  and  from  doins  an 
{tern  companies  do,  and  also  trom 

for  a  considerable  time  the  Irw 
;  effect,  that  life  companies  shall 
ritish  companies  that  do  business  in 
less  at  home,  and  until  recently  there 
in  fact,  between  life  and  fire  assets, 
eral  rule,  although  some  companies 
nder  an  act  of  parliament,  passed 
eep  those  assets  separate ;  to  hold 
ssets,  and  to  state  thenr  separateljr ; 
liabilities  of  the  other.  The  law  is 
his  extent  sanctioned  the  wisdom  of 
er  laws  in  this  country. 
\  had  in  drawing  that  section  was,' 
)n  the  life  and  accident  companies 
'  was  inserted  after  the  section  had 
e  days,  for  the  purpose  of  not  inter- 
ni  companies,  so  that  the  state  of 

the  act  without  throwing  out  the 
mpanies. 
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Mr.  Harvey,  of  Missour 
life  company  to  do  a  fire  01 
flict  there  is  between  life  a 
in  this  country ;  they  keep 
that  kind  I  think  would  do 

Mr.  Miller  :  Don't  you 
tinct,  and  do  no  other  busi: 

Mr.  Harvey,  of  Missoi 
them. 

The  secretary  then  rej 
Approval  of  charter  by  c 
§  25.  No  declaration  of  o 
pany  formed  under  any  ge 
amendment  thereof,  shall  b 
attorney  general  for  examii 
with  the  provisions  of  this 
sistent  with  the  constitutio 
state;  and  so  certified  bj 
mi5sioner. 

Investment  of  capital* 
§  26.  The  whole  capital 
all  the  funds  accumulated  i 
in  its  corporate  name,  as  fo 

iHer 

But  this  section  shall  nol 
pany  to  make  dividends  nc 
is  to  say,  its  trust  fund  and 

No  dividends  shall  be  pai 
stock,  reserve  fund  for  re-ii 
the  company. 

M  r.  M  illbr,  of  New  Yoi 
securities  ?  It  is  one  of  the 
assets  are  not  invested  in  g( 
table  of  mortality  or  rate  of 

Mr.  Harvey,  of  Missour 
whole  assets  of  a  company  ^ 
invested  in  any  sort  of  secui 
section. 

Mr.  Smith,  of  Kentucky 
see  i  f  we  cannot  do  a  little  t 
draft  of  this  bill  has  got  ir 
Massachusetts  and  Missoui 
read  the  section  of  the  Kent 
ceive  that  it  is  pretty  string 

**The  capital  stock  and  at 
ness,  of  evefy  life  insurant 
general  or  special  law  of  t 
bonds  or  treasury  notes,  bei 
of  the  state  of  Kentucky; 
having  lawful  authority  to 
panics  of  this  state;  of  the 
real  estate,  in  the  state  of 
double  the  amount  loaned  t 
bonds  named  in  this  sectior 

On  that  phrase,  **stocki 
struggle  between  the  comp 
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itocks,  but  I  say  there  is  no  clasft 
in  the  law.     It  then  continues  aa 

»tes,  bonds  or  other  instruments, 
ccompany  the  mortgage,  in  such 
leased  without  the  consent  of  the 

of  the  New  York  and  Massachu- 
ere  both  before  the  committee  of 
n  working  into  this  I  have  always 
a  of  a  company  to  invest  in  the 

lage  of  the  Kentucky  law  I  believe 
!  capital  stock  and  accumulations 
ill  be  invested  as  follows :" 
ity  for  putting  in  that  clause  ''  not 
le  whole  chapter  it  seems  to  me 

reauire  that  the  reserves  of  life 
urely  invested  in  interest-paying 

)e  that  they  have  the  reserve ;  and 
1  invest  so  and  so. 
s  provides  for  the  investment  of 
I  capital,  and  they  may  invest  in 
th  75  per  cent  more  than  the  sum 
ned.  Now  there  is  a  very  serious 
vkether  a  life  company  can  loan 
( though  the  law  did  not  provide, 
tt;  and  it  is  of  serious  question 
stion  under  this.  The  term  used 
stion  under  that  is  whether  they 
lis.  To  invest  in  bonds  and  mort- 
;  language  of  this  is  not  explicit; 
I  think  it  had  better  be  changed 
e  word  **  whole,*'  and  substitutmg 

llowing  from  the  New  York 


e  company  organized  under  this 
[lis  state,  to  invest  its  capital  and 
its  business  or  any  part  therof  in 
and  improved  real  estate  within 
cent  more  than  the  sum  loaned 
uch  buildings  are  insured  and  the 
d  also  in  the  stocks  of  this  state, 
ed  States,  and  also  in  the  stocks 
;d  city  in  this  state,  authorized  to 
I  the  same  or  any  part  thereof,  in 
treasury  notes,  or  upon  bonds  or 
ind  re-invest  the  same  as  occasion 
y  surplus  money  over  and  above 
nland  navigation  insurance  com- 
s  incorporated  under  any  law  of 
id  upon  the  pledge  of  the  public 
:es,  or  of  any  one  of  the  United 
evidences  of  ind'^btedness  of  any 
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solvent  dividend  payine  institui 
state  or  of  the  United  States,  e 
not  exceeding  one-half  the  am 
upon  its  outstanding  policies  in 
be  invested  upon  bond  and  mo 
state,  which  shall  be  certified 
department  of  this  state  to  be  ur 
the  sum  loaned  thereon,  or  in  th 
to  the  extent  which  may  be  pro^ 
dition  of  such  company  doing 
investment  in  such  foreign  sto 
which  constitute  a  surplus  over 
and  subject  to  the  approval  of  th 
ment." 

Mr.  Miller  :  I  move  to  stril 
place,  for  this  reason  :  It  strikes 
ments  of  life,  fire  and  marin 
by  independent  sections  under  t 

Mr.  Row,  of  Michigan  :  The  i 
suggestion.  At  the  May  sessioi 
in  regard  to  the  investments 
stitute  for  this  section  twenty-si: 
my  resolution,  but  which  does  r 
companies  shall  invest. 

Mr.  Smith,  of  Kentucky :  I  t! 
York,  is  a  good  one. 

Mr.  Miller  :  You  have  not  p 
with  the  difficulties  in  these  con 
pany  are  two  entirely  different  t 
A  fire  company  needs  to  have  it 
and  have  large  amounts  of  reac 
proper*  that  fire  companies  shou 
short  loans  upon  collaterals,  an 
companies.  A  life  company  Y 
forming  in  upon  it,  and  it  she 
reach  of  speculation,  or  pecula 
any  stock-jobbing  operations,  ai 
And,  therefore,  there  should  be 
the  different  kinds  of  insurance 
matter  the  more  you  will  becoi 
important  subjects  next  to  the  s( 
panies  from  involving  what  thej 
and  stock-jobbing,  and  all  th^ 
enough  with  life  companies  to  1 
law  should  step  in  with  a  stronj 
at  the  mercy  of  men  who  have  i 
they  may  make  out  of  it. 

Therefore,  I  say  leave  this  ou 
regulations  as  to  life  and  fire  se] 

The  motion  of  Mr.  Millc 

Kentucky ;  and  being  put  U 

The  Secretary  then  read  t 

Rotamination  of  capital  and  a 

§  27.  Before  any  insurance  co 
the  insurance  commissioner  si 
either  by  himself  or  by  a  disinti 
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le  capital  herein  required 
ding  to  the  nature  of  the 
ompany,  has  been  paid  in 
k8  are  required  by  section 
ly,  that  it  has  received  and 

dona  fide  engagements  of 
'  be,  to  the  full  extent  and 

and  the  residence  of  the 
the  capital,  or  assets,  and 
to  the  commissioner;  and 
lall  be  required  to  certify, 
[lose  persons  is  bona  fiae 
hall  be  filed  in  the  office  of 


:ommence  business  in  this 
led  with. 

copy  of  its  charter,  duly 
r  deed  of  settlement,  duly 
,  and  duly  certified  by  the 
r  of  its  own  state  or  nation, 
d  t6  assume  risks  and  issue 

respecting  service  of  pro- 
s  title,  and  a  statement  of 
th  the  insurance  commis- 

ivested,  and  its  deposit  of 
required  by  law ;  and 
nmissioner  of  this  state  a 
^visions  of  the  law  of  this 
:  risks  and  issue  policies  in 


state,  for  any  company  not 
Lg  to  risks,  until  the  last 
*  the  company,  and  he  has 
a  certificate  of  authority, 
;  been  complied  with,  and 
escribed  by  its  stipulation, 
;e  office  of  the  clerk  of  the 
,  shall  be  the  authority  of 
enewal  certificate  must  be 
n  each  year. 

iformed  by  the  committee, 
certificate  in  each  county 
g  of  the  copy  of  the  certi- 
lufficient  protection  to  the 
::ate  in  his  pocket,  and  go 

at  instead  of  ''a  certified 
[ficate  shall  be  kept  in  the 
nmissioner  has  a  record  of 
vhat  kind  of  certificate. 

3ted. 
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The  Secretary  then  i 

Contents  of  advertisemi 
§  30.  Ever^  agent  of  an 
in  all  advertisements  of  8 
pany,  giving  the  name  of 
IS  located,  and  the  state  < 
organized. 

Restrictions  on  holding 

§  31.  It  is  unlawful  for  f 

hold  or  convey  real  estate 

pany  to  purchase,  hold  or 

the  purposes  and  in  the  n 

1.  Such  as  shall  be  reqi 
of  its  business ;  or, 

2.  Such  as  shall  have  t 
security  for  loans  previoui 

3.  Such  as  shall  have  b< 
viously  contracted  in  the  < 

4.  Such  as  shall  have  b< 
or  mortgages  obtained  or 

Real  estate  lawfull>)^ac 
accommodation  of  the  co^ 
be  sold  and  disposed  of  v 
same;  unless  the  compan; 
missioner  that  the  interei 
forced  sale  thereof,  and  e 
in  said  certificate. 

Any  company  of  a  stat< 
this  act  shall  be  in  fore 
within  this  state,  or  any  < 
in  the  time  and  manner  a 

The  Secretary  then  1 

Companies  must  examin 
§  32.  Every  insurance  < 
insurance  commissioner, 
president,  secretary  or  act 
with  the  books  of  the  depj 
dar  year,  at  such  times  ir 
direct,  and,  if  found  corre^ 
ment  that  the  same,  desij 
custody  at  the  date  of  the 

Penalty  for  violation  oj 
§  33.  Each  violation  of 
penalty  of  five  hundred  d 
of  the  people,  either  as  pr< 
case  it  shall  be  paid  inl 
bureau],  or  by  the  district 
or  persons  so  violating  sh 
paid  into  the  treasury  of  1 
of  such  violation. 

In  case  of  non-payment 
onment  for  a  period  not 
court  having  cognizance  1 
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e  motion  of  Mr.  Webb, 


te  must  transmit  to  the 
ition  and  business  for  the 
tTy  which  statement  shall 
ng,  or  within  thirtj  da>8 
hin  siztj  dajs  thereafter 

quire  why  a  life  companjr 

hs,  if  permitted,  and  then 

great  deal  of  difficultjr  to 
few  in  Janiiarj. 
tiould  be  stricken  out  and 
ti  34  read :  **  Every  insur- 
transmit  to  the  insurance 
t>u8ine88  for  the  year  end- 
hin  sixty  days  thereafter, 
>t  that  foreign  companies 
er  than  that  done  in  the 
July." 
reign  companies  twice  as 

must  first  file  it  in  their 
it,  and  it  will  take  more 


i  last  sectioa  must  be  in 
blanks  given  in  schedules 
«,  life,  and  marine  corn- 


cause  shown  him,  by  any 

I  entirely  unnecessary. 

»  to  me. 

Mgo  fire  is  an   instance 

can  do  it  in  such  a  case ; 
tiing,  by  putting  it  in  the 


e,  at  any  time,  statements 
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from  any  company  doing  bu8in< 
or  agents,  on  such  points  as  he 
exhibit  of  its  business  and  stanc 

Verification  of  statements, 
§  38.  The  statements  require 
signature  and  oath  of  the  pres 
secretary,  or  actuary ;  or  by  tho 

Sections  37  and  38  were  a 
The  Secretary  then  read : 

Company  in  default  to  do  no  r 

§  39.  No  company  having  nej 

it,  within  the  time  and  in  the 

business,  after  notification    by 

continues. 

Penalty  for  neglect  to  make  st 

§  4a  Any  company  neglectin 

required,  shall  forfeit  one  hundi 

False  statements. 

§41.  Any  company  or. person 
report  to  the  commissioner  is  1 
not  more  than  $1,000,  to  be  im] 
tion.  If  the  fine  is  not  paid 
suspend  the  business  of  the  coi 
paid. 

Mr.  Miller  :  That  is  wrong 
stricken. out  If  a  man  make 
should  be  heavy;  but  there  is 
punished  for  the  act  of  its  office 

The  last  sentence  was  acc( 
The  Secretary  then  read  : 

Publteation  of  statements, 
§  42.  The  insurance  commissi 
of  any  part  of  the  statement,  n 
report  to  the  legislature  is  made 

Receivers  and  trustees. 

§  43.  Every  receiver  or  other 
ance  company  of  this  state  musi 
article,  and  all  the  provisions  of 
or  trustees. 

Mr.  Millkr:  It  has  occurrec 
of  any  way  in  which  a  commis 
bring  a  receiver  up  for  not  doi 
into  court?  The  commissionei 
ought  to  be,  in  the  act,  a  provis 
ence,  winding  up  or  liquidation 
sioner  should  be  made  a  party  t 

Mr.  Row,  of  Michigan:  That 

Mr.  Millkr  :  Not  necessarily 
will  suppose  that  here  are  eig^t 
have  commenced  proceedings  a 
and  I  am  not  made  a  party,  am 
direct  anybody  there.  The  pec 
resented  at  all.    I  think  it  is  all 
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A  company  were  so  disposed  it 
ts,  put  them  in  their  pockets. 
:  provision  for  the  winding  up 
i  under  them.  The  insurance 
;e8  special  provision  for  wind- ' 
stion  in  mj  mind  whether  the 
statutes  on  this  point,  and 
irely  void.  But  it  makes  no 
:  the  money, 
'ed  by  the  fifth  paragraph  of 

d  the  commissioner  shall  be 
1  for  the  purpose  of  closing  up 
le  shall  not  be  in  the  name  of 

Ided  as  a  party,  in  order  to 
where  he  inaugurates  the  pro- 
and  they  are  protected ;  but 
g^ainst  a  corporation,  the  state 
lay  be  at  the  mercy  of  conspi- 
1  done,  and  pocket  the  funds, 
too  late. 

>  was  unanimously  adopted. 


fe  in  another  state. 
state  of  the  United  States,  in 
n  force,  doing  business  within 
nee  commissioner  of  this  state, 
,  in  each  year 
y  law  to  be  made  to  the  insur« 
luly  certified  by  said  commis- 

[  other  liabilities,  and  the  total 

id 

Lisiness  in  its  own  state. 

:  a  statement  of  the  amount  of 

his  state  during  the  preceding 

shall  be  accepted  by  the  insur- 
9f  an  annual  statement  made 

must  make  annual  statement. 
Ate,  doing  business  within  this 
on  to  transmit  a  certificate  in 
day  of  ,  in  each 

ioner  of  this  state,  an  annual 
,  and  all  the  provisions  of  this 
[lect  to  make  them,  shall  apply 

:>rk,  sections  44  and  45  was 
lopted. 
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'he  Secretary  t\ 


ervi'ce  of  process 

46.  No  insurana 
iness  in  this  state 
his  state  a  writt 
seing  that  any  h 
1  ranee  commissic 
ed  personally  on 
n^  such  companj 

Its  principal  ol 
ulation  may  be  tl 
sioner  or  his  dep 
tie  time  when  ser 
(onaliy  on  the  coi 
le  keep  himself 
'ed  on  him,  or  at 
tie  manner  which 
itituted  service; 

I  an  office  in  this 
'ed  on  the  insura 

)n  motion  of  ] 

phs  was  chang 

The  Secretary  t 

*  evocation  ofstip 

47.  So  long  as  j 
t  of  this  state, 
iified;  except  th 
>en8e  with  servio 
:e. 

*feci  and  proof  Oj 

48.  Service  of  p 

II  be  sufficient  pe 
.  copy  of  such 
ificate  of  the  rei 
ipany  has  no  offi 
1,  and  that  the  pr 
ter  of  such  facts, 

ommissioner  tof 

49.  When  proc« 
red  on  the  insur 
le,  and  mail  a  cer 
paid. 

^ocess  includes  tv 

50.  The  term  " 
er,  whereby  any 
ch  shall  be  issue 
fully  in  the  name 
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York,  all  after  the  word 
ection  50,  was  stricken  out 


ny  other  state  of  the  United 
tained  in  this  act  shall  be  in 
lere  shall  be  levied,  in  each 
le  and  one-half  per  centum  of 
s  within  this  state,  received  bj 
except  that  life  insurance  com- 
Eed  in  this  state. 

and  of  other  nations. 

ate,  and  not  within  the  last 

,  in  lieu  of  all  other  taxes,  a 

^  York,  sections  51  and  52 
irected  to  add  the  following 
premium  receipts  of  com- 
to  agree  with  the  recom- 

of  this  volume." 
pted. 


>MPAMIX8. 

cipany  shall  be  organized  or 
this  state,  unless  it  has  at  least 

igan,  the  blank  was  filled 
motion  of  Mr.  Smith,  of 
i"  were  stricken   out. 


17,  not  of  this  state,  shall  do 


state,  or  doing  business  in  this 

J  one  fire  or  inland  navigation 

per  cent  of  its  paid  up 

imendment,  and  section  55 
by  adding  after  the  word 
fie  or  more    policies,"   the 
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ik  before  "per  cent"  filh 
lether  re-insured  or  not," 
he  Secretary  then  read  t 
e  adopted  without  amendr 
isirictions  oh  dividends, 
t;6.  No  fire  insurance  compan 
mrplus  profits  arising  from  iti 
e  shall  be  reserved  therefrom 
A  sum  equal  to  the  whole  an 
policies,  which  are  hereby  dc 
All  sums  due  the  company  oi 
book  accounts,  of  which  no 
eon  has  been  paid  during  t 
ure  or  suit  has  not  been  c 
ined  thereon,  shall  have  rem< 
on  which  interest  shall  not  h 
All  interest  due  or  accrued 
rovidedy  That  any  company  ti 
cent  on  its  capital  stock,  in  ai 
d  fund,  in  addition  to  the  am< 
dend,  and  all  actual  outstandi 
>unt  of  all  premiums:  on  risks 
I  dividend.  Any  dividend  mi 
company  making  the  same  t 
kholder  receiving  it  to  a  liabi 
le  extent  of  the  dividend  re 
ishments  prescribed  by  law. 
aration  of  scrip  dividends  by 
p  dividends  shall  be  paid,  exc 
;um8  as  above  provided,^inclu 
xpired  risks. 

he  word  **  year,"  wherever  ui 
LU  the  calendar  year. 

\ired  tnay  participate  in  profit 

57.  Any  joint- stock  fire  insu 
sent  of  the  holders  of  three-f 
insured  to  participate  in  the  ] 
any  scrip,  issued  to  the  insure 
es  to  be  sustained ;  and  any  c 

less  than  one  hundred  thousi 
p  so  issued  therefor,  may,  up< 
:e-fourths  in  amount  of  the  s 
original  cash  capital  equal 
so  may  continue  from  time  t 
final  cash  capital  is  paid  off; 
\i  capital  stock  shall  be  ^o  pa 
irance  commissioner  that  an 
iized,  scrip  issued  therefor,  a 
he  provisions  of  section  26  ol 
9unt  so  desired  to  be  paid  of 
ler  shall  also  first  certify  that 

\merican  fire  companies  need 

58.  No  fire  insurance  comp 
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ained   in  this  act  shall  be  in 
it  in  this  stata 


«hall  do  business  in  this  state 
sioner  of  this  state  the  sum  of 

and  valued  as  prescribed  in 
;he  next  section. 

:w  York,  the    section   was 

:ommissioner  of  this  state" 

K>licyholders  in  the  United 

ing  sections,  and  they  were 


whicn  has  its  principal  office 
e  provisions  of  law  contained 
;he  insurance  commissioner  of 
ice  commissioner  of  such  other 
1  company  such  as  is  described 

;  from  such  company  while  the 


ill  make  any  contract  of  insur- 
inland  navigation  risks,  nor 
isk,  for  any  greater  amount  in 
the  following  provisions,  than 


ipital  of  any  foreign  insurance 
:his  state  shall  be  deemed  to  be 
vestments,  made  and  certified 
n  this  state,  and  any  other  in 
in  this  Act  shall  be  in  force 
lade  in  any  other  state,  in  con- 
c  companies],  after  making  the 
all  liabilities  within  the  United 
>ks,  as  are  made  in  the  case  of 
ch  assets  be  vested  in  and  held, 
itizens  of  the  United  States, 
company,  and  approved  by  the 
■  the  benefit  of  all  the  policy- 
The  trustees  so  chosen  are 
/ey  real  and  personal  property 
'.  same  restrictions  as  insurance 

>2  was  amended  by  striking 
ite,  and  any  other  in  which 
this  Act  shall  be   in  force 
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(together  with  deposits  and 
in  conformity  with  its  laws 
and  inserting  in  their  place 
also  by  changing  the  word 
^^  commisioner  of  the  state  'w 

The  Secretary  then  read : 

Annual  certificate. 

§  63.  The  annual  certificate  < 
any  foreign  fire  insurance  comp 
section  29,  must  state  the  amot 
tained  by  him,  as  defined  by  th( 

The  section  was  approvec 
The  Secretary  then  read : 

Rc'insuramce. 

§  64.  It  is  not  lawful  for  any 
attorney,  directly  or  indirectly, 
on  property  in  this  state,  with 
nies  of  this  state,  may  lawfully 

Mr.  MiLLBR :  I  would  like  to 
companies  in  any  state  re-insu 
business  in  the  state?  Othen 
section  ?  Fire  insurance  comp; 
Calcutta  for  anything  we  have 
vent  it? 

Mr.  Row,  of  Michigan:  It 
reason  that  the  company  takinj 
whom  to  serve  process.  Do  jf 
right  to  place  insurance  in  this 
business  in' this  state? 

Mr.  Millkr:  Supposing  a  N 
England  and  say  '*  we  want  to  : 
bylaw? 

Mr.  PiLLSBURT,  of  New  Hai 
company  that  we  have  in  Ne 
re-insure  with  the  Yonkers  com 
so  in  New  Hampshire.  But  su 
it,  had  not  that  company  a  rig] 
an  individual  can  go  abroad  to 
why  cannot  a  company? 

Mr.  Millbr:  Then  what  i 
present  Act  of  New  York  doe< 
you  shall  re-insure  in  companic 
any  force  in  the  section  unless  i 
panies  doing  business  in  the  sts 

The  section  was  stricken 

adopted. 

The  Secretary  then  read : 


LIFE   INS 

Minimum  of  capital. 

f  65.  No  life  insurance  comp 
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d  dollars,  capital 
no  life  insurance 
less  in  this  state 

the  words  "one 
also  that  words 
organized.** 


>  business  in  this 
jr,  except  as  pro- 
it  has  on  deposit 
i  of  one  hundred 
id  unincumbered 
nt  more  than  ths 
:eon,  or  in  public 
partly  in  one  and 
public  stocks  or 
ibovethe  current 
»er  annum  would 
from  such  bonds 

it  after  the  words 
t  "of  which  fiftjr 


:,  to  alter  it  from 
aed,"  to  "  double 


the    convention 
A. 
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The  convention  was  cal 
president,  Mr.  Miller. 

Mr.  Smith,  of  Kentucky*  mo^ 
of  the  committee  on  legislatio 
ing  certain  additions.     Carriec 

Mr.  Webb,  of  Kansas,  havir 
Fackler,  of  Tennessee,  as  his 
insolvent  companies. 

The  convention  then  res 
of  the  committee  on  legislal 

Mr.  Miller:  I  don't  see  t^ 
other  officer." 

Mr.  Row :  The  reason  for  d 
the  state  treasurer  holds  all  th( 

Mr.  Smith  :  In  Kentucky  th( 
registered  policies ;  they  put  tl 

Mr.  Miller  :  Why  won't  the 
holders,"  be  better? 

Mr.  Row :  I  will  accept  that 

Mr.  Miller  :  What  does  the 
in  par  value?'* 

Mr.  Row :  It  means  that  the 
If  the  bonds  of  a  state  are  bek 
keep  it  up,  at  all  times,  to  $ioc 

Mr.  Miller:  The  only  que 
presses  that.     It  must  be  the  ai 

Mr.  Row:  Then  that  will  r 
exclusive  of  the  interest.  The 
remain  intact. 

On  motion  of  Mr.  Mille 

committee  for  consideratioii 

The  Secretary  then  read 

Deposit  to  be  held  as  security 

§  67.  As  long  as  any  policies 

the  insurance  commissioner  sh 

•ection,  as  security  for  all  hold 

Section  67  was  adopted. 
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rhc  Secretary  then  read  section  6S^  as  follows ; 

Certificates  of  American  companies  of  other  states  in  lieu  of  deposits, 
68.  Any  life  insurmnce  company  of  any  other  state  of  the  United  States, 
which  the  provisions  of  law  containeci  in  this  act  shall  be  in  force,  may 
with  the  insurance  commissioner  of  this  state  a  certificate  of  the 
[trance  commissioner  of  such  other  state,  that,  as  such  officer,  he  holds 
rust  and  on  deposit,  for  the  benefit  of  all  the  policyholders  of  such 
apanj,  the  deposit  above  described,  stating  the  items  of  the  securities 
leld ;  and  that  he  is  satisfied  that  such  securities  are  worth  one  hun- 
d  thousand  dollars. 

n  this  state  while  the  deposit  so  certified 

tntirely  cover  the  point,  because  that  only 
state,  and  not  your  own  company.     Your 

all  they  were  required  to  deposit  would 
s  in  nominal  value  of  state  bonds.  I  am 
tiey  might  meet  difficulty  under  this  sec- 
offered  to  this  section, 
tether  the  word  **  intact,"  in  place  of 
\T.  "  No  deposit  shall  be  required  in  this 
sd  remains  intact." 

the  necessity  of  the  word  "  sufficient,"  at 
s" — **60  long  as  the  deposit  so  certified 
»n  to  striking  out  **  sufficient  ?  "  If  none  is 
nless  there  are  other  amendments  to  be 

.action  69,  as  follows : 

^mfany  -wishes  to  relinquish  its  business. 
insurance  company,  doing  business  in  this  state, 
\  business,  the  insurance  commissioner  shall,  on 
the  oath  of  the  president  or  vice-president,  and 
ve  notice  of  such  intention  in  the  paper  in  which 
rected  to  be  inserted,  at  least  twice  a  week  for  six 
I  publication  he  shall  deliver  up  to  such  company 
rities  held  by  him  belonging  to  it,  on  being  satis- 
>f  its  books  and  papers,  and  on  examination,  by 
K>inted  by  him,  and  upon  the  oath  of  the  president 
he  secretary  or  actuary  of  the  same,  that  all  liabil- 
due,  on  any  agreement  made  with  an^  citizens  of 
lid  and  extmguished.  And  the  commissioner  may 
deliver  up  to  suck  company  or  its  assigns,  any  part 
ing  satisfied  by  any  other  competent  proof  that  all 
:ome  due  on  any  agreement  made  by  it  with  any 
less  than  one-half  of  the  amount  of  the  securities 

ance  company  having  made  such  publication,  may, 
insurance  commissioner,  withdraw  one-half  of  its 
thousand  dollars,  on  registering,  according  to  the 
gistered  policies,  all  its  outstanding  policies  issued 
>f  the  United  States,  and  covenanting  to  maintain, 
Lirance  desposit  for  such  registered  policies  at  all 
ill^  pledging  for  their  security  all  future  premiums 
olicies. 
ould  like  to  ask  the  secretary  the  definition  of  the 
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The  Secretary  :  That  seei 
pcan  Company. 
The  President  :  I  do  not  ] 

The  Secretary  read  the 
The  Secretary  then  reac 

Transfer  in  trust  to  secure  i 
§  7a  Any  life  insurance  cot 
to  the  insurance  commissione 
66,  to  the  amount  of  twenty-fi 
the  deposits  required  b^r  that 
benefit  of  all  holders  of  its  pol 
and  not  to  be  transferred  by 
company  or  its  receiver  duly  a] 
holders. 

No  amendments  were  01 
The  Secretary  then  read 

Issue  of  registered  policies, 
§  71.  Upon  being  furnishe< 
and  annuity  bonds,  consecutr 
duplicate,  each  bearing  the  w 
secured  by  pledge  of  public  st 
denominations  and  amounts  a 
prescribed  by  section  — ,  the 
books  provided  for  the  purpo 
company  the  originals,  anci  fi 
Mutilated  registered  policie 
shall  be  received  back  by  the 
thereof,  of  like  tenor  and  dat 
shall  furnish  certified  copies  c 

The  Presideitt  :  I  would  s 
<*  value,"  in  the  third  line,  it  1 

No  objection  being  mad 
The  Secretary  then  read 

Renewal  receipts,  Cancele 
§  72.  Receipts  for  renewal 
countersigned  or  stamped  in 
shall  be  marked  off  or  cance 
except  those  the  renewal  rec 
ment,  or  other  proof  satisfac 
they  have  not  been  taken  or  h 

No  amendments  were  oi 
The  Secretary  then  read 

Limit  of  issues. 

§  73.  The  commissioner  sli 
registered  under  the  last  secti( 
tion  77,  and  in  no  case  shall 
said  policies  and  bonds  issu( 
securities  he  holds  by  its  tran 

Slo  amendments  were  ol 
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\  follows : 
mils  may  b4  issued, 
be  issued  by  any  companjF 

Istered  policies  an4  bonds 
'hat  should  be  '*  registered 

:ourse,  included  in  the  law. 
follows : 


led  as  implying  any  obligt- 
nnuity  bonds  of  companies, 
application  of  the  securities 
red  by  the  Act. 
language  is  not  absolutely 
lire  that  the  language  shall 
:  deceived ;  no  policyholder 
ork  back  of  him. 
implying  any  obligations/' 
ition,  but  the  obligation,  of 
on  deposit,  still  I  tnink  that 

tend  to  meet  this  necessity. 
\  the  part  of  the  state,  to  pay 
iserve  w^ich  is  held  by  the. 
•  his  own  money, 
etty  clear,  but  if  the  gentle^ 

it,  because  it  does  not  apply 
e.     I  will  not  propose  any 

(  follows : 

riiies. 

is  article,  ia  kept  good,  and 

imissioner  majjr  permit. the 

\  on  its  securities  so  depos- 

of  such  securities,  on  depos- 

racter. 

it,"  instead  of  **«  deposit." 

I  the  way  through,    **  any 

e  better  than  "  a." 

I  of  "a." 

-ed  in  any  part  of  the  article, 

and  will   leave  a  place  for 

loney  on  trust  to  pay  these 
5  company,  and  if  they  allow 

er  if  it  would  read  "any 
tail  be  thereafter  prohibited 
istaken,  b\it  it  seems  to  me 
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clearer  than  the  other  scr 
italic  heading  to  the  sectio 

The  Secretary  :  We  wi 
be  issued." 

Mr.  Row :  I  would  like 
panies  issuing  policies,  or  ( 

The  Secretary  :  The  w 

Mr.  Row :  Then  I  think 
'*So  long  as  a  deposit,  n 
depositing  companj  is  sol 
pany  to  collect  the  interes 
and,  from  time  to  time,  to 
others  of  equal  value  and 
the^  should  be  designated, 
section  in  this  article. 

The  President  :  **  To  b< 

Mr.  Row:  Others  of equf 
it. 

The  President  :  It  seera 
it  is  decidedly  wrong.     It 
registry  business,  from  goi 

The  Secretary  :  The  id( 
creditors. 

Mr.  Smith:  Would  70 
company  that  shall  issue 
hibited  from  issuing  unregi 

The  President  :  Thatia 

The  amendment  was 
The   Secretary  said 
committee. 

The  Secretary  then  re 

Marini 

Minimum  of  capital. 

§  78.  No  joint  stock  mar 

maintained  in  this  state,  or 

one  million  dollars  capital. 

The  President  :  Where 

The  Secretary  :  From  1 

Mr.  Row :  Does  not  that 

business? 

The  Secretary  :  The  su 
down  to  the  president  of  th< 
who  returned  it  in  that  sha] 
Mr.  Caldwell  :  I  move 
half  a  million,  instead  of  a 
The  President  :  I  would 
Caldwell),  the  propriety  of 
to  me  the  law  should  be  pn 
nies  out  of  existence. 
Mr.  Caldwell  :  I  see  the 
The  President:    **Or 
Suppose    they  are    already 
organized.*' 

Mr.  Caldwell  :  I  will  pv 
as  to  read,  '*  that  no  compa 
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hundred  thousand  dollars, 
itock  marine  insurance  com« 
:e,  unless  it  has  at  least  five 


s  follows : 

it. 

Y  other  state  of  the  United 
ned  in  this  Act  shall  be  in 
n  this  state. 

ection. 
>  follows : 

i, 

ny  shall  do  business  in  this 
Bsioner  of  this  state  the  sum 
ind  valued  as  prescribed  in 
next  section. 

ection. 
5  follows : 

I 

reign  nation  which  has  its 
tate  where  the  provisions  of 
may  file  with  the  insurance 
5  by  the  insurance  commis- 
•osit  made  by  such  company, 

om  such  company  while  the 

>t  an  inconsistency  in  these 

marine  insurance  company 

the  next  section.    That  goes 

lis — No  foreign  (^that  is,  no 
io  business  in  this  state  (that 
!ss  it  has  four  hundred  thou- 
or  some  other.  The  second 
in  more  than  one  state.  I 
ousand  dollars  was  named 
ed  thousand,  at  the  sugges- 

narine  law  is  very  short  of 
capital.  The  provisions  in 
marine. 

1  in. 
sweeping,  to  make  it  in  all 

er  leave  it  to  the  committee, 
^mmitted. 

committee  on  legislation  if 
i  navigation  business  as  well 
irace  that, 
has  asked  the  question.    I 
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have  once  or  twice  called  up  t 
incorporated  in  this  law.  I  no 
the  convention  be  recommitted  ti 
that  they  are  to  report  again  at  t 

The  question  was  taken  o: 

carried. 

Mr.  Pillsbury:  As  there  seei 
and  as  the  secretary  has  just  lef 
resolutions,  which  I  will  read  mj 

1.  Resolved,  That  Col.  H.  S.  < 
proved  himself  equal  to  every  er 
and  onerous  duties  incident  to  t 
only  the  ordinary  clerical  dutiei 
of  Uie  proceedings  of  the  last  co 
presented  for  its  consideration, 
and  interests,  extensive  corre 
secure  attendance  upon  the  prei 
arrangements  for  its  accommod 
ducting  its  business ;  in  aH  of 
and  judgment  demanding  enaphi 

2.  Resolved  UManimously,  Tha 
and  are  hereby  tendered  to  Col.  \ 
and  strict  impartiality  with  whic 
upon  him  as  secretary  of  the  con 

The  question  was  put  on 
they  were  carried  unanimous 

Mr.  W.  E.  Ha&vby,  of  IlUnois 
adopted  here  as  the  basis  of  resei 
years.  I  move  that  a  committ< 
mortality. 

The  Prssidjlnt  :  Would  it  not 
which  has  been  appointed? 

Mr.  W.  E,  Harvey :  That  comi 
of  mortality,  and  this  is  needed  f 

The  President  :  Will  the  geni 

Mr.  W.  E.  Harvey:  '' Resolvs 
adjust  the  table  of  mortality  on 
as  soon  as  practicable.*' 

Mr.  Row:  At  the  May  sessic 
investments  of  companies.  It  \ 
It  was  referred  to  the  committee 
consider  it.  I  would  lik^  now  to 
be  referred  to  the  commitee  on  le 

Wkereas,  The  laws  of  several 
make  investment  of  funds  onlj 
whereas,  such  enactments  tend 
legislation ; 

Resolved,  That  such  restrictio 
unnecessary,  and  that  freedom 
in  any  or  all  states  be  allowed. 

The  resolution  was  referrec 

The  President  :  I  will  state  fo 
for  the  information  of  the  conver 
all  attention,  and  that  is,  that  thi 
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ts  legislation  up  to  this  time,  last 
Llthough  I  did  not  secure  all  needed 
ompanies  are  relieved  from  that 

of  last  winter,  have  the  powar 

extent. 

at  respect  is  that  the  Chicago  fire 

help. 

forward,  at  all  events.     I  think,  if 

r  we  will  get  the  restriction  off  of 

Iment  to  the  constitution,  adopted 

i ads  as  follows:  ^ 

,  vice-president,  secf^tary,  and  an 

the  president  and  secretary  shall 

i  chosen  bj  ballot  at  each  annual 

re  elected." 

ommittee  be  composed  of  seven, 

amendment  of  Mr.  Row,  and 

AL  Meeting. 

i  up,  I  desire  to  make  a  suggestion 

I  of  October  will  be  a  more  suitable 
nonth  of  Maj,  as  provided  in  the 
gislation  occurs  during  the  winter, 
!  people,  and  the  members  of  the 
t  in  May.  And  also  for  another 
commissioners  of  most  states  are 
eports,  and  getting  them  readj  for 
;  that  the  month  of  October  will 
d  people  generally,  than  the  month 
m  that  the  constitution  be  so  far 
first  Wednesday  in  October,  instead 

ond  Wednesday  be  better? 

I. 

ion  is  put,  I  would  like  to  make  a 
t  it  would  be  better  to  commence 
Let  the  delegates  arrive  here  by 
ve  found  in  these  two  sessions 
in  the  way  of  commencing  on 
or  Saturday  of  the  next  week, 
ient  to  get  home  by  Sunday,  if 
Monday,  we  would  have  the  whole 
le  next  week  as  was  necessary,  and 
ay,  or  Monday,  as  might  be,  and 
ler  to  go  home,  or  to  accept  the 
meeting.  I  have  been  obliged  to 
ivitations  from  the  Atlantic  Mutual 
:ursion  down  the  bay,  and  others 
,  the  commissioners  of  emigration, 
nd  correction,  who  desired  to  take 
city.  I  have  had  to  do  this  for  the 
the  business  during  the  latter  days 
opened  our  session  on  Monday  the 
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ielegates  could  reach  here  by  S 
tiave  the  whole  of  the  week  for  i 

Mr.  Williams,  of  Ohio :  I  an 
think  it  should  be  fixed  at  8uch  ] 
^f  the  convention  to  cast  their  v( 
yn  the  second  Tuesday  in  Octc 
[owa,  it  occurs  to  xne.  I  would 
the  recommendation  of  the  Seer 

Mr.  PiLLSBURY :  Of  course,  th 
[ne.  I  have  no  objection  to  fixii 
mil  accommodate  the  conventi< 
third  Monday  in  October.     I  wil 

The  PRSSiqpENT :  The  motion 
mention  be  changed  to  the  third 

Mr.  Kklsey,  of  New  Jersey : 
earlier  day  in  October.  Manj 
tias  been  mine  to  some  extent 
[n  those  states  where  the  electic 
men  who  attend  on  this  conve 
do  about  those  times,  and  if  w 
ftnd  our  sessions  are  anything  1 
it  would  be  better  to  have  the 
October ;  the  second  Monday,  it 

The  Sbcrbta&y  :  The  gentler 
the  fall  elections  come  in  Iowa, 
in  October. 

Mr.  Row :  I  would  move  as  a 
that  we  meet  upon  the  second 
difficulty  suggested  by  the  gentli 
gentleman  from  New  Hampshii 
modate  me ;  the  elections  being 
and  as  the  gentleman  suggestei 
about  that  time  of  the  year. 

Mr.  W.  E.  Harvey,  of  Illinois 
have  the  conveytion  held  at  sue 
who  are  looking  towards  the  el 
decidedly  in  favor  of  a  session  e; 

Mr.  Row :  I  withdraw  my  mol 

The  Prbsidemt  :  The  questic 
irith  the  amendment  offered  by  1 
%nd  accepted  by  the  gentleman  f 
it  be  the  third  Monday  in  Octob 

The  question  was  taken  c 
carried. 

Mr.  Caldwell  :  While  the  n 
like  to  offer  another  amendmen 
make  persons  who  are  elegible  f 
Eation  to  be  only  the  officers  of 
insurance,  and  to  be  nobody  els< 
Bome  one  connected  with  their  < 
of  their  inability  to  attend  in  p€ 
in  the  officer  having  in  charge  t 
only. 

The  President:  Not  recQgn 
afterwards. 

Mr.  Caldwell  :  No,  sir ;  no 
next  year.    So  far  as  the  object 
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'  of  securing,  if  possible,  harmoniout 
ince  throughout  the  countrjr ;  and  it 
rent  policy  should  be  adopted,  and 
1,  whether  they  had  officers  especially 
irance  or  npi.  Nor  did  it  matter  to 
rided  they  came  with  proper  creden- 
iieir  state.  We  have  accomplished. 
we  convened,  and  now  it  is  proposed 

which  is  not  for  the  same  object 
ent  convention  was  called  together, 
society  one  of  some  importance,  one 
ch  consideration,  I  think  we  ought 
Bit  it  should  be  the  officers  of  sute 
nsurance,  no  matter  what  their  titles 

be  only  such  officials. 
lOtion  of  the  gentleman  from  Indiana 
itin^  to  the  elegibility  of  members, 
nly  msurance  officers  having  charge 
ince  laws  of  the  several  states,  or 

Bee — directly    connected  with   their 

lut  this  question  to  the  gentleman, 
subject— say  like  this  rate  of  interest, 
rention  upon  which  a  number  of  the 
ex-oficio  delegates  could  not  make  a 
It  states  for  the  express  purpose  of 
the  secretary  of  the  convention  to 
,  as  Alabama,. Arkansas,  Massachu- 
ice  done,  should  they  be  prevented  ? 

permitting  that  I  think  if  an  officer 
set  to  come  in  person,  or  send  a  dele- 
i  with  his  office,  he  ought  not  to  vote 

t  which  the  gentleman  from  Indiana 
tiink  it  a  very  laudable  one,  to  make 
body ;  but  I  do  not  know  but  we  are 
,  in  saying  to  the  officers  of  the  differ- 
ce  departments,  that  they  must  either 
»n  in  the  office,  or  not  be  represented 
iie  constitution  that  no  person  shall 
cted  in  any  manner  with  an  insurance 
wise.  That  was  intended  to  deprive 
onal  friends  in  this  convention  to 
[  a^e  substantially  with  the  gentle* 
strikes  me  that  as  we  desire  to  secure 
ferent  states,  it  might  not  be  politic 
officer  or  some  person  in  his  office 
hink  we  desire  above  all  things  to 
thejT  are  represented  by  persons  who 
ith  insurance  companies  I  think  that 

;  a  difference  between  the  convention 
object  which  called  it  forth— a  differ- 
now  and  that  of  a  permanent  society ; 
;  this  amendment  If  the  broad  view 
Michigan  (Mr  Row)  is  adopted,  we 
lere  are  no  insurance  departmental  or 
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where  perhaps  office 
take  but  little  intc 
appointment  merelj 
credentials  from  the 
ment,  knowing  notl 
them  and  spending 
So  far  as  securing  ui 
this  convention,  but 
because  it  is  to  be  h 
constituted,  with  re] 
And  I  think  that  th 
ance,  if  we  confinec 
the  supervision  of  i 
not  to  be  represent 
any  state  officer  ha 
able  to  attend  these 
latitude  to  say  that 
directly  connected  v 

Mr.  Row :  I  do  n< 
assured  that  all  the 
be  received  and  ad 
might  be  well  to  i 
time  arrives,  I  thini 
matters  of  too  grea 
by  the  appointmer 
mterested  on  these 
object  we  have  in  i 
And  so  far  as  we  rei 
saying  that  he  shal 
—it  strikes  me  that 

Mr.  Kelsey:  T1 
some  striking  objec 
which,  to  my  mini 
might  be  able  to  a 
insurance  departm< 
insurance  laws,  mij 
proper  to  delegate 
hardly  to  say  that  ¥ 
all  states  except  the 
with  the  execution  < 
the  gentleman  from 
admit  persons  who 
or  who  represent  s 
we  not  say  that  stal 
ment  of  some  pers 
it  not  be  well  to  a 
this  class,  an  oppo 
the  proceedings  of  t 
information  as  the 
would  be  very  valuj 
lation.  It  appears 
provision  of  that  ki 
made  as  great  prog 
have  reached  a  ver 
produce  the  result  v 
man  from  Indiana 
of  that  kind.     I  see 

Mr.  Caldwell:  '. 
man's  suggestion. 


Digitized  by 


Google 


andard  upon  which  we  could 

rstand  it  now,  is  on  the  motion 
dwell)  to  amend  section  2  of 
mtialljr  strike  out  that  section. 
All  that  refers  to  connec- 
ed. 

^est  to  the  gentleman  from 
lending  the  states  the  right  of 
rs.  That  no  state  not  having 
t  by  one  of  its  state  officers, 
'  delegated  b^  him,  and  not  to 
onnection  with  the  state, 
state,  comptroller,  or  whoever 

if  he  chooses  to  come, 
dment  to  mj  proposition,  and 
:e  of  insurance  supervision  in 

nor? 

in  the  event  of  this  proper 
lend  his  deputy  to  represent 
ember;  he  only  comes  repre- 

hn^  '*  in  each  state  where  no 
have  the  right  to  appoint  any 
lonvention,  provided  that  no 
suranre  company  as  officer, 

)tion  of  Mr.  Caldwell,  and 


atil  2  o'clock,  P.  M. 

Michigan,  moved  that  the 

id  adopted  as  amended. 

r.  Chairman  there  is  a  matter 
ittee,  which  I  think  should  be 
ite  of  any  commissioner  who 
•roper  busis,  shall  be  accepted 
it  is  well  known  that  there 
;  law  or  state  departments,  but 
:  some  provision  made  so  that 
y  the  expense  of  the  valuation 
where  they  do  business ;  that 
Id  serve  the  same  purpose  that 
m  individual  states, 
right. 

3r  of  Alabama)  :  To  meet  that 
e  that  any  company  organized 
n  which  us  policies  shall  be 
r  officer  of  that  state  that  such 
imissioners  of  the  other  states 
its  sole  existence  in  that  state, 
principle  ennunciated,  and  am 

he  same  principle  be  incorpo- 
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rated  in  regard  to  deposi 
the  policies  are  valued. 
Mr.  Smith  :  The  comn 

The  question  was  the 
Louisiana,  that  the  n 
aihended  be  approved 

Mr.  Harvby,  of  Missoi: 
Rbport  of  the  COMMII 


Your  committee  appoii 
up  insolvent  insurance  co 

That  the  matter  submi 
admit  of  the  presentatio 
present  session ;  and  it  is 
sider  the  subject  farther,  a 

For  the  present,  howe^ 
practices  which  mav  be, 
present  statutes  of  the  se\ 

That  under  no  circu 
appointed  to  administer  t 
has  been  actually  served 
the  publication,  in  a  lead 
such  company's  office  is 
been  made  for  the  appoin 
the  hearing  of  such  motic 

In  reference  to  the  retu] 
ntle  among  solvent  comj 
upon  the  motion  of  the  i 
upon  a  ** short  rate*'  table 
premium  will  b^  in  propo 
pired  term  of  the  policy 
insured  for  the  cancellati 
reality,  caused  by  the  act 
not  be  required  to  pay  an 
desire  has  been  to  contini 
rule  should  be  that  in  al 
either  directly  on  the  mot 
of  insolvency,  the  unearr 
time,  and  also  as  to  the  pr 
when  a  deficiency  exists. 

We  also  recommend,  wi 
rounding  the  fire  insuran< 
the  unprecedented  calami 

That  before  commencii 
have  apparently  been  rer 
losses,  every  commissionc 
in  each  case  under  his  jui 
of  time,  or  other  lenient 
|;overning  him,  afford  th 
its  difficulty,  provicUdy  he 
beyond  January  i,  1872. 

In  the  matter  of  life  coi 

When  the  net  state  vali 
not  in  excess  of  its  liabilil 
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\y  to  cease  issuing  new  policies,  and 
ree  experts,  one  of  whom  shall  be 
>mpany,  and  the  third  bj  these  two, 
I  connected  with  the  company  during 
;ommi88ion  shall  then  proceed  : 

company  to  immediately  return  all 
;ir  hands,  where  the  premiums  are 
as  soon  as  received. 
!8  and  renewal  receipts,  the  commis- 
[isters  all  policies,  upon  which  any 
d  for  the  purpose  of  the  examination, 
;ed. 

the  expense  accounts  of  the  com- 
'  contracts,  and  shall  determine  what 
;he  gross  premiums,  to  cover  reason- 

The  commission  shall  then  charge 
ue  of  the  assurance,  based  upon  the 
ed,  as  may  seem  best,  in  accordance 
trith  interest,  at  a  rate  to  be  be  fixed 
iirths  of  one  per  cent  to  one  and  one- 
«d  by  the  company  upon  its  invet  ted 
nt  in  a'iy  case,  and  credit  it  with  the 
f  the  iuture  gross  premiums,  after 
\  determined  by  the  commission.  In 
f  policy  be  held  to  be  less  than  the 
ranee  for  the  balance  of  the  policy 
etween  the  charges  and  credits  thus 
im  reserve  required  to  be  held  by  the 
Ided  all  other  liabilities  exclusive  of 
ny,  excluding  all  items  not  admitted 
•etums  adopted  by  this  convention, 
ibilities  as  found  above,  the  company 
&pable  of  safely  continuing  business, 
the  records  of  the  company  as  to  its 
plications  on  file  on  which  existing 
such  information  in  estimating  the 
ie  policyholders,  and  as  entering  into 
of  the  company. 

rst,  ascertain  how  much  insurance  of 
•d  at  the  present  age  of  the  insured 
policy,  considering  the  cost  of  such 
I  of  the  state  table,  increased  by  an 
\  (5)  per  cent  thereof,  plus  fifteen  (15) 
B  at  the  same  age. 

i  assets  in  the  proportion  of  the  latter 
;  and  compute  the  paid-up  insurance 
r  this  share,  estimating  the  cost  as  in 

of  insurance  a  list  showing  the  com- 
cyholder  would  be  entitled,  according 

ice  shall  then  ask  for  the  appointment 
all  necessary  expenses,  and  a  personal 
•half  per  cent)  of  the  premiums  and 
iuch  personal  remuneration  shall  not 
num. 

immediately  write  to  each  of  the  life 
States,  askinjE^  whether  it  will  assume 
y,  accordmg  to  the   list  mentioncif  in 
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the  last  section.  Afler  two  months  o 
received  from  one  or  more  solvent  co 
advertise  and  notify  all  holders  of 
resident  in  the  township  where  the  in 
to  give  in  their  votes  for  the  compan; 
ferred ;  and  after  such  votes  have  bee 
hand  over  the  assets  of  the  insolvent 
a  plurality  of  said  votes,  when  such 
assume  the  risks  of  the  insolvent  con 

8.  Upon  the  making  of  such  contr 
proceed  to  collect  all  such  sums  as  m 
and  other  unadmitted  assets,  and  si 
per  cent  of  such  receipts  to  the  incre 
assurances  in  force  on  the  lists  receiv 

9.  If  it  shall,  during  the  examinat 
factorily  demonstrated  that  the  offi( 
themselves  or  their  agents,  salaries  g 
or  have  used  moneys  of  the  compi 
paying  losses,  or  legitimately  mainta 
or  have  made  at  any  time  false  returi 
have  wilfully  deceived  the  public  in 
pany,  the  facts  shall  be  laid  before  t 
it  shall  be  his  duty  to  lodge  complain 
diction,  as  the  foundation  of  a  cri 
such  company. 

10.  If  the  commission  shall  find  th 
determined  in  section  3,  will  not  ( 
net  and  the  gross  premiums,  that  itf 
bably  greatly  exceed  its  anticipated 
believe  that  the  impairment  of  the 
good  within  one  year,  the  company 
business  without  further  examinati 
placed  upon  a  company,  if  its  stock! 
voluntary  payment,  make  up  all  defi< 
of  the  company. 

11.  If,  however,  the  company  she 
assets  sufficient  to  cover  the  liabili 
pany  shall  be  permitted  to  continue 
rate  of  expense  shall  not  exceed  t\ 
aforesaid;  but  it  shall  not  do  any 
become  fully  equal  to  the  reserve  fot 

12.  No  examination  by   a  comm 
extend  beyond  three  months.    The 
be  borne  by  the  company  investigate 
necessary  incidental  expenses,  exceec 
and  $15  per  day  for  each  member  of 


Mr.  Smith,  of  Kentucky :  Mr.  Ch 
ance  of  this  subject,  and  tne  limited 
gentlemen  of  the  committee^  as  I 
intimate  that  they  prefer  to  have  tl 
table,  to  be  taken  up  at  the  next  ses 
official  report  of  our  proceedings. 

The  report  as  read  was  then  j 

Mr.  Harvey,  of  Missouri :  I  feel  : 
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duce;  one  of  them  as  the 
5,  and  the  other  upon  my 
lity,  and  the  publication  hj 
IS  showing  deficiencies  as  to 
ther  resolution  relates  to  the 
om  mortality.  I  think  they 
on,  one  way  or  the  other, 
e  is  or  has  been  a  tendency 
e  too  far  in  the  details  of 
er  of  impairment  of  capital, 
ants  done;  but  the  ground 
le  convention,  that  the  state 
s  the  capital  is  concerned — 
r  that,  we  say  that  capital  is 
that  we  did  not  think  it  was 
that.  And  as  to  this  other 
I  this  table  or  that,  we  have 
adopted  and  the  recommen- 
I,  that  they  will  not  get  very 
ber  of  this  convention  shall 
ter  of  the  interference  on 
een  individuals  and  a  cor- 
s  to  stop ;  and  if,  when  we 
principles  underlying  the 
companies  must  have,  and 
be  invested  and  held,  we 
w  this  out  for  gentlemen  to 
we  have  secured  the  safety 

is  important  that  we  should 
tions — it  is  advisory.  But  I 
express  our  opinion  on  the 
nstance  quite  a  number  of 
extent  of  the  dividends  that 

I  out  of  money  which  ought 
ut  I  don't  know  that  that  is 

of  that  kind  ought  to  be 
Illations.  I  think,  however, 
advisability  of  retaining  all 
f  the  committee  suggests,  if 
ling  they  will  show  that  the 
made  up  by  a  corresponding 
i  all  such  gains  ought  to  be 
rve  to  meet  future  excesses. 

am  pretty  clear  that  that 
sre.  The  commissioners  of 
»ntaining  a  column  showing 

II  wrong.  It  has  been  done 
ed  their  predecessors  in  this 
ier  that  it  is  an  exceeding 

and  that  we  ought  at  least 
of  it. 

le  remarks  of  the  gentleman 
mger  exists  that  we  may  go 
1  order  to  give  this  matter 
of  the  resolutions  called  up 
ey),  be  postponed  for  this 

and  carried. 
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Mr.  PiLLSBURY,  of  N.  H. :  Mr. 
proposed  insurance  law  has  bee 
being  no  connected  report,  and 
been  but  little  time  to  consider  so 
ing  resolution : 

Resolved^  That  the  general  ini 
to  a  committee  of  revision  to  be 
president  and  secretary  as  membe 
the  sections  with  the  official  repo 
the  convention,  and  revise,  recon 
additional  provisions  in  any  case 
omit  to  provide  for,  or  misrepres< 
expressed  in  its  votes ;  and  the  si 
shall  be  published  in  the  official 
and  approved  by  this  convention, 
several  states,  agreeably  to  the  re 

Seconded  by  Mr.  Smith,  of 

On  motion  of  Mr.  Kelsey,  o 

editor  of  The  New  York  Und 

convention. 

RSMARKS   OP   I 

There  is  some  danger  from  th 
prosecuted  here,  that  you  may  be  i 
supervision  of  life  insurance  con 
that  there  was  a  large  amount  of 
country  before  there  were  any 
sioners  created,  and  a  still  large 
convention  was  convened.  Even 
good  life  companies  existing  in  t 
vania,  which  has,  as  yet,  sturdily 
bureau.  The  scheme  of  this  inter- 
promote  uniformity  in  insurano 
adjudicate  upon  the  plans,  systen 
and  it  seems  to  me  very  desirabl 
from  this  convention,  that  t^e  pi 
practised  is  not  well  found,  subst 
confidence.  The  edifice  of  life  in 
front  in  the  land,  that  it  may  b 
have  been  well  laid,  and  its  struct 
course,  like  every  other  work  < 
*  Eternal  vigilance'  may  be  the  pi 
in  the  broader  sphere  of  political 
in  this  connection  I  would  earn 
great,  strong,  secure  life  companic 
be  practically  strong,  firm,  power 
be  even  fastidiously  careful  for  th< 

As  life  insurance  is  a  public  nee 
a  public  necessity.  It  is  more  im 
strong  enough  to  attract  and  retai 
should  be  so  fancifully  fashioned 
date  all  the  infirmities  of  huma 
during  your  proceedings  on  the  c 
insurance,"  their  "surrender  v 
contributions  to  the  funds  of  the 
may  be  pushed  so  far  as  to  u 
life  insurance.     Life  insurance  i 
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the  associative  force  of  this 
nsuraiice,  the  i  luividual  must 
,  in  order  that  he  may  enjoj 
:ds.  If  the  citizen  wants  the 
nderstand  that  he  can  have  it 
i ;  that  he  takes  his  chance  of 
I  his  fellow  members.  Hence 
ite  the  wisdom  of  the  modern 
lich  undertakes  to  keep  every 

give  back  to  members  *'sur- 
r's  transactions ;  even  where  a 
ion  of  the  common  fund  by 
;  opinion   may  be  regarded  as 

high  authorities  who  inaugu- 
n  system."  But  I  believe  that 
s  excresence  on  life  insurance, 
ution  system  "  has  only  aggra- 
ice,  **  cash  surrender  value"  is 
ompany  in  the  land ;  and  this 
iously  before  it  approves  the 
it  subject.  The  fancy  of  "self 
:>ther  radical  actuarial  conceit, 
need  of  aggregative  combina- 
pposite  principle  of  segregative 
annot  ^'eat  his  cake  and  keep 
iderstood  that  there  can  be  no 
ained  with  a  recognition  of 
:s. 

old  companies  any  contract  to 
t  was  simply  to  pay  the  sum 
Whatever  surplus  can  be  safely 
iterest-bearing  additions  to  the 
declared  every  seventh  year  it 
es.  Even  here  it  is  difficult  to 
^e  principle  strongly  advocated 
ijudged  any  profit  until  the  full 
n  to  reduce  the  rates  than  to 
»  stroiig  organizations, 
ivernmental  supervision  oC  life 
Ul  the  states  of  the  union,  and 
luations  which  are  insisted  on, 
ist  some  normal  delect  in  the 
>usiness  is  no  doubt  *  peculiar/ 

all  the  formidable  machinery 
y  in  order  to  keep  it  in  good 

issary  in  life  insurance,  rather 
irvision,  is  an  organic  law  that 
t  of  this  great  scheme  of  life 
f  the  states  as  far  as  I  know 
i  State  merely  creates  a  corpo- 
^es  of  individuals  and  every 
cted  therewith ;'  without  at  all 
such  insurance  is  to  be  carried 
s  is  concerned.  Cannot  a  law 
let  premium'  established  shall 
d  by  the  company  in  certain 
;d  as  a  reserve  or  re-insuraucc 
s  of  the  companv.     The  actu- 
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arjr  of  every  company  knows  how  mud 
aside  every  year  for  his  reserve ;  and  it 
state  supervision  could  be  limited  main! 
three  years  in  such  convenient  form  as  m 
the  general  investments  to  see  that  they 
if  the  actuaries  of  the  companies  were 
of  reserve  under  oath,  with  their  registc 
need  for  the  immense  array  of  state  actu 
maintained  under  the  system  now  gro^ 
no  state  department  is  able  to  complex 
better  part  of  the  succeeding  year  has  € 
has  become  nugatory  by  changes  and  la] 
ture  what  the  plan  of  annual  state  valus 
assuming  the  increase  of  the  business 
to  the  development  of  the  last  decade. 

I  earnestly  hope  that  we  may  all  live 
rule  adopted  for  the  government  of  this 
one  general  central  national  bureau  estal 
companies  of  all  the  states  on  a  settled, 

The  question  of  the  true  relation  of  c 
discussed  during  your  deliberations, 
evening  sessions  to  suggest  that  there  \ 
in  this  state  on  the  subject  of  the  impai 
submit  to  ^our  consideration  that  our  1 
capital  of  life  companies  has  been  too  Io( 
the  general  act  of  1853,  which  may  be 
statute  of  this  state,  it  was  required  tha 
$100,000  at  least,  should  be  put  up  and 
dent  of  the  insurance  department;*  to  I 
policyholders;'  and  so  long  as  any  comp 
might  permit  such  company  to  receive  tl 

Subsequent  amendments  provided  for  1 
b^-  the  superintendent  whenever  all  p 
citizens  of  the  United  States  were  satii 
well  known  that  such  funds  have  beei 
Department;  and  yet  it  has  been  perm i 
and  statements  from  time  to  time,  that  su 
until,  at  length,  by  the  suspension  of  tl 
company  it  was  proved,  upon  that  asst 
was  exhausted. 

It  is  difficult  to  reconcile  the  law  and 
no  provision  for  the  impairment  or  the  f 
nor  did  they  authorize  any  scale  of  wast 
firmly  provided  that  it  should  be  held  bj 
were  satisfied.  Ifthelawhad  been  so 
would  have  been  impossible  for  anv  life 
it  is  even  now  so  interpreted,  all  our 
sound  beyond'all  cavil  or  doubt.  If  an 
provide  for  its  expenses,  losses  and  r 
receives,  or  by  means  of  surplus  capii 
amount  required  for  permanent  deposi 
"  solvent "  according  to  the  true  interpr 
reserve,  irrespective  of  any  credit  for  tl 
found ' deficient,  then,  with  that  deposil 
ten  dent  should  require  the  deficiency  0 
company  to  discontinue  business. 

It  would  be  truly  fallacious  to  argu 
the  company  from  touching  more  than  tl 
could  be  assumed  that  the  directors  and 
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ch  thejr  could  not  touch.  So  far  as  the 
1  other  states  in  this  regard,  it  would  be 

reformed.  Our  law,  as  it  now  stands,  is 
>ur  companies  firmly  solvent  for  all  time, 
iciple  of  refusing  all  credit  for  the  deposit 
This  view  of  the  statute  should  set  at 
lent,"  of  capital,  or  *^  liability  '*  for  capital 
imulations  of  funds  outside  of  the  deposit 
company  ceases  to  be  solvent,  under  the 
te. 

1  of  ^^  lapses,'*  much  comment  has  been 
use  of  the  business  is  indicated  by  the 
:urned  as  lapsed;  but  it  is  a  difficult  point 

percentage  of  waste  in  all  human  effort, 
nent.  Lapses  unhappily  prevail  even  in 
le  seed  grain  is  wasted  by  the  most  careful 
:>w  you  pull  up  the  tares  in  the  life  insure 
whole  crop.  Future  legislation  may  pro- 
ice  of  a  policy  as  long  as  its  net  surrender 
»uld  not  do  well  to  encourage  any  legisla^ 
awal  of  premium  optional  with  the  insured, 
ndson  the  persistent  canvassing  of  agent«, 
ance  made  for  waste  policies,  and  as  the 
you  may  rely  on  it  you  would  have  very 
nd,  if  the  active  work  of  soliciting  agents 

tie  careful,  elaborate  reports  of  your  com* 
le  committee  on  the  rate  of  interest,  rate  ol 
terly  public  document,  and  will  be  highly 
ind  understood;  but  I  respectfully  submit 
convention  is  to  strengthen,  rather  than 
feel  confident  you  will  reject  all  theories 
on  the  conduct  of  the  business,  and  give 
*  strengthen  the  hands  of  all  honest  man- 
lout  the  country. 

nsK  THK  General  Statute. 

nted  the  following  named  gentlemen 

resolution  of  Mr.  Pillsbury  : 

w  Hampshire,  and  Kelsey,  of  New 

le  president  and  secretary  of  the  con- 

littee. 

I  notice  no  provision  in  this  law  for  the 
of  fire  or  marine  companies. 
;s,   there  is.     It  is  in  that  part  that  was 
quires  it  to  be  filled  up  within  sixty  days, 
top  there. 

^well,  so  far  as  the  state  and  company  are 
be  a  provision  then  that  will  affect  the 
t  requisition  is  made  by  the  commissioner 
ockholders  fail  to  respond,  the  directors 
rn.  They  have  no  power  over  the  stock- 
unless  you  have  ir  provision  in  the  law 
:  present  New  York  statute.  They  cannot 
provided  for  in  the  charter  that  they  may 
up.  I  think  we  ought  to  have  it  in  this 
lid  these  companies  will  be  left  without  a 
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imedy,  if  the  states  go  on  and 
rovision  to  that  effect  in  it.  Ui 
as  its  capital  impaired  twenty 
\ry  stockholders,  and  thejr  coul( 
a  practical  question,  and  I  wil 
le  committee ;  because  I  hope 
le  questions  distinctly  acted  up< 
lat  the  necessary  provision  to 
olders  in  the  way  spoken  of,  be 

Seconded  by  Mr.  Row,  of 
Elbctio 

On  motion  of  Mr.  Gaines 

roceeded  to  the  election   oi 

)wing  result : 

President — Greorge  W.  Miller, 
met  of  New  York. 
Vice-President — Llywellyn  Br 
Secretary — Henry  S.  Olcott,  C 
hom  were  unanimously  re-elec 

On  motion,  Messrs.  Kels 

issippi,  and  Row,  of  Michi^ 

>  conduct  the  president  elec 

Remarks 

Gentlemen  of  the  convention 
evoted  yourselves  to  the  great  < 
insider  at  ion.  You  have  nearl; 
and  for  this  session.     The  houi 

Among  the  last  of  your  acts,  a 
lect  me  to  the  position  which  I 
»sions  of  this  convention.  For 
ut  more  than  that,  for  this  n 
rhich  I  have  been  but  the  huml 
ou  my  cordial  thanks. 

When  this  convention  first  asfi 
sgard  to  the  project.  I  have,  f 
ttention,  and  perhaps  wearied 
ave  done  so  more  than  seemed 
:  was  onlv  because  I  felt  the  d 
our  deliberations.  Ihaveendc 
idices,  of  all  preconceived  opi 
eliberate  with  you  upon  all  the 
[le  good  of  the  people.  If  I  hi 
^ling  else,  I  have  failed  to  repre 
o  earthly  object  in  view  in  thi 
ower  lies,  to  promote  the  genei 
re  interested  in  the  vast  enterpi 

I  feel  now,  more  sensibly  than 
ssistance,  that  cordial  co-opera 
•rise. 

When  I  look  upon  the  two 
losing,  I  am  really  astonished 
^lished.    I  am  astonished  to  fir 
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ne  in  their  lives — so  many  men 
ligent  views  upon  this  and  all 
lercial  relations  betvreen  states 
es,  as  I  believe,  bound  together 
I  those  which  will  last  through 
lause.l 

,  gentlemen,  I  believe  we  would 
ions  of  our  convention,  as  plea- 
ve  had  not  wasted  the  time  that 

gentlemen,  not  so  much  to  the 
r  labors.    In  this  magnanimous 

views  the  gentlemen  have  been 
lich  every  delegate  has  received 
ject  that  has  come  up,  is  given 

to  reach  forward  through  ages 
untry.  You  cannot  tell  gentle- 
m,  who  may,  try  to  dwarf  or 
I  believe  that  future  genera- 
fiave  taken  in  it. 
[  made  to  you  as  an  assembled 
iis  matter  of  supervision  would 
fht  be  supervised  even  to  death, 
vhich  you  take  of  this  subject 

to  limit  all  the  states  of  this 
ision,  and  that  you  will  not  go 
i  companies  which  ought  to  be 

tiently  to  long  speeches,  and  I 
)ur  proceedings  speak  for  them- 
t  you  have  met  together  in  such 
and  a  ^reat  many  of  the  newer 
"  in  this  connection  with  refer- 
tion  attracted  to  the  subject  of 
imber  of  twenty-nine  represen- 
se  subjects.  And  now  that  this 
t  already,  in  these  two  short 
imity — almost  total  unanimity — 
:h  have  agitated  the  insurance 
tory  of  this  subject  down  to  the 
srrors  f  If  so,  gentlemen,  we  are 
lent  and  to  conviction,  and  we 
we  are  convinced  that  we  have 
5dy  it. 

B  great  unanimity  upon  what.^ 
tements  which  shall  be  received 
npanies  of  the  country;  upon  a 
:y  liabilities  of  fire,  marine,  and 
uniform  throughout  the  states 
e  great  essential  principles  and 
d  in  a  law,  to  be  enacted  by  all 
lis,  ffentlemen,  upon  that  great, 
ihould  govern  us  all  as  states, 
good  will  and  confidence  in  the 

ust  confess,  infinite  pleasure  to 
en  from  the  surrounding  states 
lo  have  evinced  their  great  inte- 
ids  of  miles  from  the  far  west; 
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those  who,  at  great  sacrifice  of  ti 
south,  yet  laboring  under  the  < 
troubles.  I  say  I  have  taken  t 
gratification ;  and  think  that  oi 
not  onlj  now  but  forever  hereafl 
may  take  place,  that  more  of  the 
in  this  convention,  may  be  she 
exist  between  the  different  states 
Again  thanking  you  for  your 
manv  imperfections  as  a  presii 
sensibly  than  I,  and  thanking 
unmerited  compliment,  I  beg  t 
homes.     [Great  applause.] 

Remarks  of 

Mr.  President  and  gentlemer 
abashed  upon  being  called  to  rei 
But  I  confess  that  I  feel  meself 
express  my  thankfulness  for  th 
For  a  person,  who  but  a  few  m 
subject  upon  which  your  deliber 
the  duty  confided  to  him  as  secrc 
have  gained  the  esteem  of,  and  g 
of  all  the  states,  is  something  of 

But  I  feel  particularly  grateful 
reason — I  know  not  what — since 
sins  of  character  have  attempU 
good  esteem.  Since  the  conven 
made  base  assaults  upon  me,  ar 
taining  those  assaults  have  beei 
the  hope  that  it  might  prejudice 
^his,  I  felt  that  I  ought  to  tende 
convention,  so  that  you  might 
fulfill  the  duties  of  the  office.  I 
unanimously  re-elect  me,  I  feel 
and  I  accept  the  office  with  mai 
pendent  of  all  personal  considc 
that  for  the  first  time  in  my  life 
grand  subject,  which  is  worthy  < 
all  the  conscientious  attention 
any  manner  however  humble,  I 
between  the  different  states  a  cc 
the  subject  of  insurance,  it  will  b 
me,  can  recall  with  feelings  of  pi 

I  can  only  say  that  the  respoi 
in  consequence  of  the  absence 
fulfilled  according  to  my  best  ju 
ber  that  this  convention  was  not 
any  one  company,  or  any  one  sc 
my  preferences  may  have  been  ( 
nected  with  companies  represei 
have  tried  to  do  equal  justice  t 
body,  free  from  all  taint  of  pe 
Such  shall  be  my  endeavor  in  th 
together  at  the  next  meeting  yoi 
sions  of  confidence  which  you  hi 
assure  you  that,  however  mncl 
vou  will  not  find  me  unfaithfu 
[Applause.] 
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t  the  convention  direct  that  one 
of  to-day's  proceedings^  including 
itary,  be  printed  for  the  use  of  the 

nt  has  made  in  that  address  that 
who  will  never  have  access  to  our 
not  read  it.  There  are  thousands 
lially  in  the  North,  who  would  read 
ddress  at  the  end  of  it,  who  would 
ent  A  great  deal  of  the  object  of 
in  a  nutshell  in  the  address  of  the 
At  I  make  the  motion. 
:  auditor  of  Alabama) :  As  repre- 
itates  in  this  convention,  I  reply  to 
aying,  that  it  was  my  intention  not 
-day  until  the  day  aicer  to-morrow, 
ve  it  prepared  in  accordance  with 
Mississippi  (Mr.  Bacon^. 
lounce  to  you  that  I  received  yesler- 
lency  the  Governor  of  Connecticut, 
the  newly  appointed  Commissioner 
:aken  such  a  deep  interest  in  the 
looked  forward  with  pleasure  to 
proceedings,  is  lying  at  the  point  of 
bink  he  would  survive  until  this 
ommissioner  since  his  appointment 
»f  his  office,  and  had  so  endeavored 
t  of  insurance  generally,  and  to 
rt  in  our  proceedings,  that  he  had 
>strated  with  a  sort  of  nervous  or 

ident,  on  behalf  of  the  committee 
djust  the  mortality  table,  below  the 
pared  an  adjustment,  but  prefer,  if 
:  a  report,  at  some  subsequent  time, 
d  upon  the  proceedings, 
ction,  the  committee  will  be  allowed 

resent  some  fire  insurance  men,  and 

K>me  of  them,  especially  from  the 

>ntinental. 

dressed  the  convention  as  follows : 

^KORGB  T.  Hope. 

>F  THB  Convention  :  I  came  here  a 
rou  would  not  continue  much  longer 
>ur  faces  again  before  your  adjourn- 
l  learned  to  know  and  esteem  at  the 
»uld  have  pleased  me  much,  if  I  had 
spending  many  hours  in  this  room 
iwing  out  of  the  Chicago  fire,  which 
ire  deprived  me  of  this  anticipated 
8  prevented  so  many  others  of  the 
attendance  here,  that  you  have  been 
as  well  as  to  your  own  conclusions, 
n  at  the  first  session  has  not  only 
on,  but,  so  far  as  I  know,  you  have 
ing,  in  any  direction,  from  an  officer 
h  your  courteous  invitation,  several 
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of  U8  appeared  at  the  earliei 
dent  were  well  calculated  to 
companies,  and  to  the  comn 
imminent,  if  not  more  imp 
insurance  officers. 

I  do  not  know,  therefore,  ^ 
done  well  and  wisely.  The  i 
the  mind  of  every  other  ii 
close  of  the  first  session,  tha 
was  to  be  of  greater  importf 
anything  else  which  has  beei 
a  business  in  which  each  inc 
became  entirely  clear  that  t 
knew  no  metes  or  bounds  or 
disposition  was  to  take  such 
all  the  people,  and  at  the  sam 
facilities  consistent  with  the  i 
are  the  custodians. 

Now,  I  say  that  I  don't  k 
that  you  have  done  right,  a 
sure  that  you  sit  here  listenin 
from  the  action  of  the  conver 
rejoiced  that  you  have  resoh 
have  organized  an  institutior 
have  occurred  now,  you  will 
correct  it,  so  that  we  shall  1 
indeed  we  have  got  it  now,— 
best  insurance  companies,  on 
and  have  been, — and  that  th< 
a  half  million,  others  a  n 
four  millions  by  this  fire,  ai 
their  business,  clearly  establ 
that  your  action  will  make  the 
ten  millions  each  and  still  to 
that  position  which  shall  sei 
gentleness  the  present  exig 
towards  those  whose  losses 
^ou  will  find  these  compi 
mcreased  strength ;  and,  un< 
bound  to  go  on  accumUlatin| 
on  earth  a  fire  that  can  sweei 

Gentlemen,  I  trust  you  will 
I  trust  when  you  come  he 
fire  to  keep  our  officers  cons 
we  shall  be  ready  to  see  you 
than  we  have  known  before, 
met — are  glad  to  submit  to  i 
upon  them,  and  they  believe 
this  important  matter,  is  bes 
have  made.     [Applause.] 

The  President  then  an 
resolution  of  Mr.  Fackler, 
vising  companies,  Messn 
Row. 

Mr.  Harvby,  of  Illinoi 
thanks  to  Mr.  Miller,  the 
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le  proceedings  of  the  convention, 

)f  Kentucky,  the  convention  then 
ay  in  October,  1872. 
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:he  committee 

ON 

Rate  of  Mortality, 

IONS,     ETC 

S^SURANCE  CONVENTION. 


ERS    OF    THE    CONVENTION  :      YOUI 

red  the  duty  of  recommending  a 
let  interest  to  be  designated  by  law 
)on  which  to  make  calculations  of 
of  life  insurance  policies;  and  the 
itions,  including  that  of  surrender 
T  to  obtain  practically  correct  and 
the  insurance  departments  of  the 
uitable  names  the  various  kinds  of 
3ort  upon  the  subject  of  reinsurance 
risks,  reported  progress  the  day 
June  last,  and  submitted  certain 
sequently  published  iti  the  proceed- 
ers.  We  quote  the  two  following 
roceedings  as  expressing  our  views 
d  to  : 

governmental  supervision  should  be 
o  the  public  with  the  least  possible  * 
interference   with,   the    companies, 
possess  and  maintain  the  means  and 
•  obligations  rather  than  to  assume 

{Milkr,  p.  7.) 
lembers  of  this  convention  is  to  the 
)ted  to  promote  the  public  good  wiD 
wrell-conducted  insurance  company." 
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In  fire  insurance,  unfortunately 
panics  and  the  insured,  "  we  h 
mortality,"  and  therefore  the  state 
lowest  rate  of  net  premiums  for 
to  require  the  companies  to  maint 
contracts  on  the  original  terms  th( 

^^  many  of  the  states,  a  table  ( 
designated  by  law  as  the  basis  i 
of  net  values  in  life  insurance,  ai 
corporation  created  by  their  autho 
values  less  than  called  for  by  tl 
and  to  this  extent  the  state  die 
contracts  and  establishes  the  stanc 

Your  committee  have  now  the 
and  recommendations  in  referenc 
should  be  held  by  fire  and  marine 

On  marine  and  inland  navigatic 
received  on  all  unexpired  risks  si 
held  as  an  insurance  reserve.  Fift; 
on  unexpired  fire  risks,  having  on< 
of  the  premiums  on  fire  policiei 
run,  should  be  charged  as  a 
provided  that  the  fire  reinsurance 
per  cent  of  the  premiums  received 

We  have  found  no  data  upon  w 
premium  for  fire  and  marine  insu 
order  to  enable  the  company  to  a 
concluded  to  incorporate  in  this 
upon  this  subject,  leaving  the  que 
present  decided  between  the  comp 

The  statement  is  made  by  high 
by  different  companies  differ  matei 
i:ompany  is,  the  lower  are  its  char 
in  connection  with  the  great  vari 
any  one  company,  owing  to  the  ni 
ferent  kinds  of  property,  has  resul 
unsolved,  and,  in  the  present  cond 
lem,  (in  fire  insurance,)  is  the  tru< 
tained  as  a  reinsurance  fund." 
aevftr  been  any  mortality  tables  n 
rience  of  fire  companies.     The 
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lave  classified  them.  In  i)oint  of 
Y  charging  rates  that  yield  a  hand- 
loing  the  opposite ;  but  there  is  no 
e  compelled  to  leave  the  question 
f  rates  charged  by  particular  com- 
;cide,  and  assume  that  they  are  cor- 
\  reserves." 

s  an  approximate  general  rule,  that 
the  amount  insured  is  not  far  from 
insured,  $i  is  paid  in  premiums, 
[niums  sixty  cents  go  to  pay  losses, 
ten  cents  to  produce  profits, 
ay  with  fire  insurance  should  con- 
ditions of  loss  from  this  average,  in 
e  oscillations  of  loss  of  individual 
[reater  than  the  oscillations  of  the 

at  one  great  fire  may  irretrievably 
insurance  company  that  allows  its 
its  of  "  a  sweeping  conflagration." 
ce  reserve  fund  above  named,  it  is 
a.t  fire  companies  should,  as  rapidly 
a  reserve  fund.  This  will  make  the 
istworthy."  To  provide  this  extra 
liat  designated  by  law,  it  is  recom- 
;han  lo  per  cent  for  any  one  year 
:ash  capital  until  after  the  reinsur- 
nount  of  premiums  received  on  all 
>e  recognized  by  policyholders  as  a 
lie  for  large  companies  to  still  fur- 
eserve  in  times  of  prosperity,  that 
;er  the  storm  that,  sooner  or  later, 
ind  strength.  It  is  recommended, 
)f  fire  insurance  companies  by  state 
anies  be  required  to  keep  books  of 
unexpired  risks  can  be  at  once  de- 
!  reserve  known,  (a) 
iting  the  life  insurance  part  of  the 
I  am  chairman,  I  desire  to  occupy 
by  making  a  few  preliminary  re- 
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Professor  Elizur  Wright,  in 
his  valuation  tables,  publish 
at  the  principles  of  life  insurai 
id  especially  that  its  practice 
dinary  mathematical  ability. 
The  hieroglyphic  vail  which  a 
iming  of  the  ancient  Egypt 
iiich  renders  a  priesthood  of  pr 
fe  conduct  of  modem  life  insu 
lly,  then,  must  it  be  preserved  1 
I  Great  Britain,  it  is  well  care( 
10,  as  if  nothing  had  been  set 
further  scientific  observations 
ent  of  human  life,  and  original 
ice  new  formulas  to  govern  its 
is  not  to  be  expected  that  mei 
)m  being  considered  the  excluj 
I  to  the  world,  should  so  popi 
e  bread  fi-om  their  own  mou 
gs." 

In  the  above-quoted  remarks, 
that  time,  to  English  actuaries 
•w  apply  to  the  existing  state  o 
nited  States,  the  general  publi 
rson  asking  himself  how  muc 
on  which  the  calculations  of  e 
siness  are  founded  My  own  < 
n  of  Professor  Wright,  no  acti 
d  well  directed  effort  "to  po 
id  I  further  believe  that  intellig 
It  of  the  fundamental  princi] 
)ney  values  pertaining  to  "  thi 
his  great  financiering  speculati< 
oded  almost  the  entire  contine 
When  he  was  insurance  comm 
right,  in  his  report  of  1859  to 
iple  elementary  principles  whi( 
on  which  these  calculations  ar 
an  appendix  to  his  publishec 
iting  in  the  style  of  his  report 
uninitiated  but  educated  man 
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uation  of  policies,"  page  364,  of 
icial  reports. 

mmissioner  of  insurance  for  the 
I  to  me,  dated  July  12th,  1871, 
the  subject  of  its  *  mysteries '  so 
common  mind,  you  will  effect  a 
ral  interest,  so  much  needs  the 
ery  one  of  life  insurance.  The 
leeply  with  the  bushels  of  chaff, 
g  them  out  will  do  a  great  ser- 
fdom other  members  of  this  con- 
RiNKERHOFF,  insurance  commis- 
:ommittee,  under  date  July  15th, 
3U  propose,  beginning  at  A  and 
3mmon  sense  road,"  "  and  don't 
s '  of  the  near-by  wilderness." 
imittee,  the  Hon.  Oliver  Pills- 
*w-Hampshire,  in  a  letter  dated 
ou  will  try  your  hand  as  you  in- 
ople  need  light.  .  .  .  The 
Lched  to  the  subject  invites  atten- 
or  the  dissemination  of  informa- 

have  the  honor  to  submit  to  the 
)f  the  committee  which  refers  to 
ead  by  the  secretary. 

ET  VALUES,   ETC. 

th  the  present  great  necessity  for 
)n  in  regard  to  this  important  and 
sport  has  been  made  elementary 
r  the  purpose  of  giving  informa- 
tion, as  for  the  purpose,  through 
Dwer  in  the  respective  states,  and 
f.  The  president  of  the  leading 
ntry  (believed  to  be  the  largest 
communication  addressed  to  the 
led  in  the  official  proceedings  of 
life  insurance  is  now  on  trial  be- 
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fore  the  American  public,  and 
course  marked  out  for  it  by 
"  Most  of  the  very  important 
fundamental,  forming  the  bas 
ranee  rests." 

In  their  investigations,  whi 
form  the  basis  of  the  theory  i 
commenting  thereon,  your  cc 
report,  to  be  of  any  real  util 
course  of  their  remarks,  the] 
certain  extent,  with  some  of 
high  authorities  who  have  al 
convention ;  because  they  di 
and  it  is  impossible  for  us  to 
desire  to  develop  the  truth  i 
a  subject  such  as  this,  invoh 
dollars,  and  the  welfare  of  mi 
should  resxilt  in  collisions  of  ( 
sons  of  more  learning  and  wi 
that  it  be  now  understood  t 
our  part  to  set  ourselves  a.{ 
theories ;  but  whilst  endeavoi 
our  object  is  to  develop  an 
life  insurance  is  founded,  ai 
ligent  men  of  the  country  tl 
and  laws  so  certain  and  stal 
that,  if  the  system  is  fairly  a 
is  cast  on  its  waters  will  be 
{San/ord,) 

We  are  satisfied  that  the 
this ;  and  if  this  purpose  is  at 
result  greatly  to  the  permane 
the  entire  people. 

The  attention  of  the  conv 
borate  statements  on  this  sul 
lity  and  distinguished  positi 
special  notice  to  the  followin 
chancellor  of  the  exchequer, 
a  speech  delivered  March  yt 
"  Consider  for  a  momeni 
This  is  a  business  that  prese 
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amercial  business,  if  legitimate,  begins 
of  capital,  and  the  profits  follow,  per- 
But  here,  on  the  contrary,  you  be- 
jrour  liabilities  are  postponed  to  a  dis- 
liere  are  not  many  members  of  this 
xtraordinary  extent  this  is  true,  and, 
lary  extent  the  public  are  dependent 
r,  and  the  character  of  those  concern- 
institutions.  When  an  institution  of 
having  difficulties  at  the  outstart,  that 
'ment.  The  money  comes  rolling  in, 
almost  beyond  the  horizon." 
lARTLETT,  actuary  of  the  Mutual  life 
Drk,  says,  in  reference  to  surrender 
Lit  which  there  has  been  the  greatest 
n  solved  differently  by  different  actu- 
dons  applied  in  a  way  to  work  great 

nsulting  actuary,  in  a  communication 
Terence  to  surrender  value,  says,  "  I 
ortant  subject,  which  should  be  con- 
will  ever  comprehend  the  meaning 
previously  formed  clear  ideas  in  refe- 
les  upon  which  the  whole  theory  of 

ble  of  mortality  and  a  rate  of  interest 
ulating  net  values  in  life  insurance  is 
n  this  method  is  carefully  explained, 
i  thoroughly  understood  by  any  per- 
will  give  the  subject  a  little  earnest 

lat  no  person  can  form  an  intelligent 
s  whcf  will  not  take  the  little  trouble 
le  net  calculations  are  made,  and  to 
I  to  the  net  premium  that  must  be 
fe  insurance  contract — the  net  value 
I  cost  of  insurance  each  year,  and 
t  each  year. 

;dge  of  all  thes^  things  is  just  as  es- 
s  a  knowledge  of  the  method  of  cal- 
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lating  interest  on  a  not< 
ily  follow  that  a  perso 
od  bank  officer,  or  can 
owledge  of  the  metho< 
cessarily  make  a  perso 
►t  assured  that  it  Is  eas 
owing  how  to  calculat( 
od  life  insurance  offi< 
lues  in  this  business. 
It  is  true  that  it  is  not 
>m  a  bank  should  knoi 
le  that  a  person  can  pi 
w  to  calculate  net  val 
It  some  parties  other 
ow  how  these  calculali 
We  propose  to  explain 
lations  are  made,  and 
iiculties  in  life  insurant 
;t  have  been  designate< 
ly  lie  beyond  and  con 
expenses,  profit  and  lo 
lount  that  it  will  cost  j 
get  another  into  it  "  eq 
It  you  will  consider  th< 
I.  The  Mortality  1 
ded  that  of  the  three  t 
mmittee,  neither  is  clai 
mortality  among  insur 
tted  that  actual  experi( 
ree.  It  is  also  stated 
^e  tables,  and  that  pre 
II  be  less  by  the  Amei 
her  the  old  or  new  act 
:ommend  that  the  tabl< 
nee  be  adopted  as  the 
law  in  each  of  the  sta 
;  insurance.  In  the  cc 
rience  may,  and  proba 
necessary. 

We  are  satisfied  that ; 
ta  upon  which  to  base 
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Hon.  G.  W.  Smith: 

Dear  Sir  :  You  put  to  me  a 
question.  All  the  light  I  can  cai 
lowing  propositions : 

1.  It  is  historically  true  that  I 
clined  in  commercial  countries  ai 
has  become  settled,  till  at  two 
scarcely  sufficient  motive  for  loan 
rate  in  England  was  ten  per  ce 
Bank  of  England  eight  at  the 
Rates  in  California  have  steadil 
in  the  West  generally  this  is  the  1 

2.  The  price  of  the  use  of  m 
mined  by  the  relation  of  the  sup 
this  country  for  the  next  fifty  ye 
are  a  capital-loving  people,  and  t 
tie  hold  upon  us.  Almost  ever 
and  has  something  to  loan  in  so 
tend  to  depress  the  rate  of  inter 
realize  here  a  higher  rate  than  th( 
supply,  and  lower  interest.  On  t 
of  great  enterprises,  most  of  whi( 
tal.  This  makes  a  demand.  C 
the  lavish  gifts  of  nature.  This 
which  of  these,  supply  or  demand 
a  sound  money,  and  were  sure  ol 
considerable  confidence  on  the 
proposition. 

3.  The  most  important  practic 
is,  What  is  our  money  to  be  ?  I 
clusively,  and  especially  a  legal  t 
natural  consequence)  a  good  des 
high  rate  per  cent.  As  a  rule,  th 
the  higher  the  rates  of  interest, 
matter  how  large  the  quantity, 
silver  money  only,  or  sound  banl 
instantly  convertible  into  it  at  th< 
•iently  expect  much  lower  rates  o 
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luestion  of  the  future  money,  it  is  in  vain 
n  future  rates  of  interest, 
much  afraid  that  we  are  not  to  have  a 
lie  immediate  future,  and  I  am  so  much 
r  people  inordinately  to  borrow  will  con- 
jard  it  safe  to  base  important  calculations 
e  current  rate  would  be  much  if  any  less 
time  to  come. 
^  truly,  A.  L.  Perry. 

iddressed  by  the  chairman  of  this  commit- 
ENSON,  United  States  senator,  the  follow- 
banker  of  Covington,  Ky.,  was  received : 

Covington,  July  12,  1871. 

0  your  inquiry,  "  What  rate  of  interest  is 
alized  in  this  country  on  the  best  securi- 
lally  for  a  period,  say,  of  fifty  years  ?*'  it  is 
g  more  than  a  purely  conjectural  opinion, 
itermined  mainly  by  the  facilities  for  the 
:apital  in  the  various  industrial  interests  ot 
ements  to  engage  in  such  public  improve- 
igricultural  and  mineral  wealth.  These, 
he  fact  of  a  stable  government  and  wise 
fairs,  and  of  peaceful  relations  among  our- 
emments.  Assuming,  however,  that  in 
vill  compare  favorably  with  our  past,  an 
s  not  unreasonable,  it  seems  to  me  safe  to 
interest  in  this  country  for  the  next  fifly 
es,  other  than  governments,  will  average 

1  is  rapidly  accumulating  in  this  country, 
^orable  circumstances,  will  continue  to 
onsider  the  vast  extent  of  territory  and  of 
•loped,  and  the  room  there  is  for  almost 

of  the  manufacturing  interests,  it  seems 
increasing  demand  for  money  will  about 
ly.  There  is,  however,  another  element 
oked  in  considering  this  question.  Our 
slations  with  European  nations  are  becom- 
ear,  and  the  more  intimate  they  become, 
money  here  be  affected  by  the  price  there. 
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But  the  tendency  there  of  late  j 
rather  than  lower  rate,  caused,  in  pa 
among  them ;  and  in  proportion  as 
active  employment  for  capital,  and 
dined,  therefore,  to  reiterate  the  o 
made  in  first-class  securities  in  th 
years  at  an  average  interest  of  six  p* 
In  reference  to  your  second  inq 
never  studied  the  principles  of  life 
give  an  opinion  on  the  subject. 
Yours  truly, 

Major  M.  J.  Wicks,  a  prominent 
writes  under  date  July  ist,  1871: 

"  It  is  the  opinion  of  myself  and  ( 
the  subject,  that  the  rate  of  interc 
south  and  west  of  it,  can  be  safely  s 

In  addition  to  the  able  papers 
representatives  of  the  Universal  life 
and  tlie  National  insurance  comp 
which  are  published  in  the  proceed 
deserve  close  and  careful  considerat 
attention  is  called  to  the  fact  that 
suiting  actuary,  says,  (see  page  167, 
that  the  assumptions  of  six  per  cent 
experience  *  or  *  actuaries* '  tables  ( 
values  for  non-participating  polici( 
when  guaranteed  by  a  paid-up  ca] 
amJDle  protection  to  policyholders." 

Professor  Elizur  Wright  says 
less  than  certain  that  money  will  ei 
num  for  some  ages  to  come,  with 
careful  selection  of  risks,  the  safety 
of  expenditures,  a  six  per  cent  resei 
six  per  cent  must  be  ample  for  the 

Professor  D.  P.  Fackler,  consul 
"  A  company  with  a  paid-up  capita 
that  are  in  all  cases  more  than  tw< 
rate  by  the  six  per  cent  actuaries* 
hold  a  higher  reserve  than  that  tab! 
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aned  at  over  six  per  cent  during  this  gene- 

:e-president  National  life  insurance  corn- 
ays,  (see  page  171,)  "  The  rates  of  interest 
jghout  the  United  States  every  year  for 
er  since  their  early  settlement,  have  ave- 
le  at  least  seven  per  cent  per  annum,  and 
,  life  company  in  the  country  making  like 
irectly  or  by  purchase, 
ilized  by  the  oldest  and  most  thoroughly 
lompanies  in  this  country,. during  their  ex- 
resent  time,  averaged  not  less  than  seven 
e. 
the  committee  shall  recommend  for  all 
responsive  to  their  premiums,  with  such 
n  reference  to  loadings  as  shall  seem  to 
rity  of  the  policyholders." 
secretary  of  the  National  life  insuraace 
ites,  says,  (see  pages  173  and  following,) 
te  of  interest  to  be  assumed  in  ascertain- 
urance  policies,  it  seems  to  me  there  can 
imong  thinking  men 

fe  insurance  company  should  be  permit- 
ed  upon  six  per  cent  interest,  this  depends 
safe  to  assume  that  six  per  cent  interest 
investments  in  this  country  for  the  next 
Whether  or  not  this  is  a  safe  assumption 
jstion  exclusively  or  even  mainly  for  the 

lutual  companies  argue  that  the  six  per 
LTgin — that  is,  the  rate  charged  by  stock 
gh ;  for  they  nearly  all  claim  that  their  sys- 

less  cost  than  do  the  low  premium  com- 
Ltes  charged  by  stock  companies  must  be 
ipanies  also  indorse  the  sufficiency  of  the 
in  that  nearly  all  of  them  issue  more  or 
s. 
tself  into  this  :  Whether  low  premium  or 

should  be  permitted  to  exist  ?" 
2  report  for  the  year  1867,  (page  Ixxii.,) 
R.D,  insurance  commissioner,  says,  "  As  a 
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atter  of  authority,  the  expressed  < 
"  the  actuaries  and  experienced  ir 

favor  of  the  actuaries*  table,  an< 
;  they  should  be,  within  the  facts 
'  interest  were  raised  in  Massach 
her  States  would  find  equally  gc 
^en  six  per  cent.  It  would  be  v 
an  to  get  it  down  again.  It  is 
)mplaint  has  ever  been  heard  fi* 
urd  of  reserve  is  too  high.  If  th 
^cision  of  the  insured,  the  unani 
ways  give  us  security." 

In  the  same  report  (p.  Ixx.)  Pi 
ink  the  standard  of  reserve  adopte 
intion  of  life  insurance  companies 
fiich   Mr.  Winston  is  president 

low  as  it  can  be  and  fairly  mak 
assachusetts  were  to  alter  her  h 
ink  the  best'  companies  would 
)nesty,  to  maintain  it  still  in  theii 
ive  to  compete  at  some  disadv 
gal  sanction  for  a  lower  reserve." 

Mr.  F.  S.  Winston,  president  I 

convention,  pp.  136-7,)  "  That  t 
nt  interest  is  a  safe  one  for  the  f 
)ubt.  Many  persons  believe  tha 
jntly  conser\'ative  ;  and  this  maj 
gher  rate  of  interest  than  four  ai 
)t  be  safe,  when  we  take  into  coi 
nount  of  the  expense  and  risk  is 

funds,  and  that  the  rate  of  int 
rm  the  basis  of  life  insurance  has 
;r  cent  during  the  period  already 
Dus  to  our  late  war,)  and  it  is  no 
iring  the  period  while  existing  o 
e  to  run  " 

Mr.  M.  Burns,  president  First 
rites  under  date  July  27  th,  187 1 
nt  would  be  a  fair  interest  on  sui 
n  backed  m  this  opinion  by  gend< 
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)ur  and  a  half  per  cent,  but  still  think  five 
loney  for  a  length  of  time," 
iTLETT,  (convention  proceedings,  p.  139,) 
Interest,"  says,  "  This  is  a  financial  rather 

I  would  greatly  prefer  the  opinion  of  able, 
unbiased  business  men  to  any  I  could  form 
5  is  certain,  and  that  is,  that  the  rate  adopted 
ues  must  be  always  a  trifle  lower  than  that 
>s  operations  of  the  country  at  large.  My 
r  in  favor  of  a  low  rate  of  interest,  say  four 
ate  loadings.  This  rate  ought  to  be  the 
try,  "and  the  states  should  adopt  it  as  the 

amount  now  assured  by  life  companies  is 
ir  national  debt,  and  its  present  value  is  so 
tment  at  high  rates,  with  perfect  security, 
ulty  will  increase  as  the  fund  grows  larger, 
rate  of  interest  below  that  assumed  in  the 
vould  be  disastrous  to  a  company." 
)m  a  communication  made  to  the  Ameri- 
dvancement  of  Science,  held  at  Indiana- 
871,  is  well  worthy  the  close  attention  of 
e  subject  discussed : 

REALIZED   TO    INVESTORS   IN   THE   SECU" 
F  THE    UNITED    STATES. 

Prof.  B.  B.  EixioTT. 

I  present  century,  the  credit  of  the  United 
mparatively  low,  its  eight  per  cent  and  six 
aced  upon  the  market  on  terms  such  as  to 
^estors  in  general  at  from  seven  and  two 
seven  tenths  {8.7)  per  cent ;  one  of  the 
;d  upon  the  market,  in  the  year  1812,  at  as 
er  cent,  while  the  rate  realized  on  another 
,  as  high  as  nine  and  one  tenth  (9.1)  per 

ant  upon  the  war  of  181 2  had  an  impor- 
the  credit  of  the  government  and  produc- 
^h  rates. 

the  government  had  so  far  improved  that 
►er  cent  bond  on  the  market  on  terms  such 
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as  to  indicate  the  realized  rate 
one  quarter  (4.22)  per  cent. 

"  In  the  years  1854  and  i^ 
government  sold,  in  the  open 
as  to  show  the  rate  of  interest 
to  wit,  4.22  and  4.24  per  cent 

"  The  market  price  of  the  si 
in  the  same  years,  indicated  s 
wit,  3.29  and  3.27  per  cent  res] 
curities  of  the  government  sold 
a  realized  rate  of  interest  of  fo 
six  per  cent  securities  at  pri< 
half (3. 41)  percent  interest  to  1 
six  per  cent  securities  indicates 
(5.02)  per  cent.  These  rates 
power  of  the  government  dur 
Its  normal  borrowing  power, 
per  cent  to  four  and  one  half 

"  Passing  from  this  period  oi 
raencing  year  of  our  late  civil  v 
percent  securities  to  have  been 
1 86 1 — the  commencing  year 
interest  realized  to  investors  s( 
cent.  Later  in  the  same  yea 
raent,  known  as  the  twenty-ye 
open  market  at  prices  which  ii 
•  vary  from  seven  and  one  half 
cent.  Passing  by  the  succeed 
ing  which  the  investigation  is  1 
February,  and  March  of  the  y 
securities  known  as  the  io-40'j 
interest  realized  to  have  been  ; 
ing  from  an  average  of  6.69  p( 
6.44  for  the  month  of  March  c 

"  Passing  to  the  year  1871,  1 
have  improved,  the  carefully  pi 
of  the  several  securities  ^i  the 
of  interest  realized  to  have  var 
ing  to  the  character  of  the  sec 
railroad  bonds — securities  of  > 
payable  in  currency — averagii 
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the  five  per  cent  10.40*5  of  1864;  slightly 
[5.1 1)  on  the  coupon  5.20's  of  1862,  5.96  ; 
67-68,  from  6  to  6.05  per  cent." 
able  future  rate  in  this  country,  we  now 
ished  communication,  over  the  signature  of 
s : 

he  new  five  per  cent  government  loan  fore- 
of  the  entire  public  debt  at  a  less  rate  than 
that  the  average  rate  of  interest  on  loan- 
will  henceforward  be  considerably  lower 
ency  being  to  an  equalization  of  rates  be- 
e." 

net  interest  to  be  used  in  making  calcula- 
isurance  contracts,  it  should  be  borne  in 
IS  assume  that  the  whole  net  funds  of  a  life 
ays  invested  without  the  loss  of  a  day,  and 
nded  annually  for  the  whole  period  of  the 
ver  more  than  forty,  and  sometimes  reach- 
No  part  of  the  principal  or  compound 
be  lost,  and  no  abatement  made  for  taxes 

d  sometimes  too  much,  said  about  the  law 
:e  calculations.  For  instance,  while  it  is 
age  interest  on  investments  of  all  a  com- 
►arate  year,  the  fundamental  data  and,  in 
'  require  that  these  rut  values  shall  be  cal- 
ion  taken  thereon.  Therefore,  the  question 
rage  yearly  rate  of  interest  during  the  next 
is  the  lowest  probable  rate  of  interest  that 
n  first-class  securities  in  any  one  year  dur- 
because,  in  a  transaction  of  this  character, 
e  a  corporation  created  by  its  authority  to 
le  future  profits  in  making  up  an  account 
Dn  deposit  for  the  widow  and  orphan.  In 
lalized  during  any  year  should  be  less  than 
:iency  caused  thereby  is  not  at  once  made 
\  other  source,  the  state  does  not  allow  the 
funds  have  been  intrusted  to  proceed  fur- 
re  good  fortune  or  good  luck  in  business 
1,  enable  the  company  to  retrieve  its  lost 
able  to  meet  all  its  liabilities. 
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In  connection  with  the  historical 
tiat  the  normal  borrowing  power  of 
nd  one  fourth  to  four  and  one  ha 
all  the  attention  of  the  convention 
er  cent  is  the  rate  of  interest  des 
alues  in  life  insurance,  by  laws  of 
ois,  Iowa,  Connecticut,  New-Hai 
er  cent  by  laws  of  the  States  of 
)hio,  Michigan. 

And  that  no  State  has  by  presen 
iteiest,  for  making  these  calculatior 
alf  per  cent. 

Nearly  all  of  the  established  com] 
leir  business  conform  to  the  lower 
iw  may  authorize  four  and  one  hall 

This  convention  has  been  earnest 
ommend  to  the  respective  states  tJ 
IX  per  cent  as  the  basis  for  calcula 
nd  it  appears  that  the  weight  of  e^ 
je  and  to  the  convention  favors  tl 
LX  per  cent  interest  on  money  ma 
venty  five  years  to  com  \  But  ea 
rged  to  carefully  consider  the  que 
le  designated  rate  is  not  realized  ? 

You  are  all  no  doubt  familiar  ^ 
868,  between  the  insurance  departi 
jtts  and  New- York  on  the  subject  ( 
iterest.  New- York  favored  four  ar 
itts  was  not  willing  at  that  time  to 
r  than  four  per  cent.  The  Hon. 
)r  Massachusetts,  in  adhering  to  th 
)ur  per  cent  interest,  assigned  as  th< 
le  fact  that  it  would  have  cost  th 
le  says  in  his  report  for  1868,  p 
ith  an  honest  if  mistaken  zeal,  that 
bundant  blessings  long  after  our  di 
od  so  we  trust  have  others  whose  d 
ot  lose  our  just  though  humble  re^ 
ttle  claim  we  may  have  to  the  grati 
aving  broken  down  the  only  efFectu 

Your  committee  have  recommenc 
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he  states.  This  is  a  lower  rj 
le  actuaries*  table.  They  nc 
IS  the  rate  of  interest  to  be  us 
;  in  life  insurance.  In  recoi 
ble  of  mortality  and  four  and 
le  basis  for  making  calculatio 
convinced  that  they  are  with 
;  these  rates  of  mortality  and 
iicyholders  at  a  less  rate  of  pi 
le  calculations  of  net  values  a 
rtality  and  four  per  cent  inten 

s  connection  that,  in  their  jud 
but  it  is  the  duty  of  the  sta 
its  authority  shall  not  enter  in 
1  than  those  judged  to  be  with 
it  is  the  duty  of  the  state 
surance  contracts  by  its  auth 
t  are  in  the  beginning  "at 
"  as  well  as  to  pay  those  clair 
when  the  annual  premiums 

)f  calculating  net  values,  basi 
interest  designated  by  law. 
AND  NET  Values. — It  is  co 
irst  on  the  assumption  that  tl 
tiply  the  result  in  each  case  I 
alculations,  it  is  assumed  that 
the  policy  year, 
insure  $1000,  to  be  paid  to  tl 
year,  provided  the  insured  di 

ry  to  have  a  designated  rate  < 
irill  assume,  for  the  purpose  ( 
nee  table  of  mortality  and  foi 
a  are  designated  by  law  as  tl 
be  made.  The  first  step  in  tl 
ey  that  will,  if  invested  at  fo 
sar,  when  principal  and  intere 
re  is  a  very  simple  rule  of  arit 
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n  order  to  find  the  amount  thj 
Dne  year,  at  a  given  rate  of  in 
Ide  I  GO  by  loo,  plus  the  rate  c 
Jut  in  ordinary  life  insurance,  t 

insured  dies.  In  these  calcuh 
t  will  be  necessary  at  the  desi 
with  certainty,  and  then,  by  i 

condition  that  the  money  is 

klANNER    OF   USING   THE    MOR' 

calculation  of  the  chance  that 
e,  let  us  suppose  that  out  of  oi 
shot  on  a  given  day,  all  are  re] 
one  to  be  shot  is  to  be  the  or 
ox  containing  ninety-nine  whil 
nee,  before  the  drawing,  of  an 
,  and,  therefore,  his  chance  of 
Dne  hundred.  If  two  men  ha 
nee,  before  the  drawing,  of  ge 
p-eat  as  it  was  before;  for  now 
5ty-eight  white  ones  in  the  bo?( 
:wo  out  of  one  hundred ;  for  tl 
1 ;  and  so  on  to  the  limit  of  o 
ch  would  make  it  certain  that 
:he  one  hundred  balls  were  bla 
'o  apply  this  principle  to  life 
)unt  that  will  insure  one  dolla 
year,  when  multiplied  by  the  fi 
;  the  person  will  die  during  th( 
I  one  dollar,  to  be  paid  at  the  < 
during  the  year :  let  us  suppo 
s  at  the  beginning  of  the  year, 
only,  will  die  during  the  yeai 
I  certain  at  the  end  of  one  ye; 
our  and  one  half  per  cent,  is 
;on  will  die  during  the  year  is  o 
irtain  that  his  heirs  will  obtain 
nust  advance  $0.956938  at  th 
dollar  is  not  to  be  paid  certair 
.  Suppose  the  whole  one  hi 
e  there  is  but  one  to  die,  an 
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ly  the  one  hundredth  part  of  $0.956938  in 
cessary  to  pay  this  $1  at  the  end  of  the  year, 
ed  by  100  is  what  each  man  would  have  to 
lat  two  persons  out  of  the  one  hundred  will 
I  effect  the  insurance  will  be  twice  as  much 
ars  must  be  paid  certain  at  the  end  of  the 
:h  person  may  die  during  the  year  is  twice 

and  is  therefore  two  out  of  one  hundred ; 
person  will  have  to  pay  for  his  insurance  is 

and  the  result  multiplied  by  two.  In  case 
em  will  die  during  the  year,  the  fraction 
ce  that  any  particular  individual  will  die 
bis  represents  the  certainty ;  and  to  insure 

*  end  of  the  year,  to  the  heirs  of  the  in- 
ig  the  year,  each  person  will  now  have  to 
It  is  to  say,  each  must,  in  this  case,  pay 
est  at  four  and  one  half  per  cent  added, 
le  is  insured. 

L  FOR  One  Year  at  Age  30. — The  table 

•  persons  Uving  at  age  ten,  there  will  be 
The  number  of  deaths  between  age  thirty 

Therefore,  jJJJt  is  the  fraction  which 
the  insured  will  die  before  he  is  thirty-one 

dollar  to  be  paid  certain  at  the  end  of  one 
:erest  at  four  and  one  half  per  cent,  been 
S938.  Now,  multiply  this  by  the  fraction 
e  chance  that  the  insured  will  die  during 
rty  and  age  thirty-one,  and  we  have 
')alue  of  the  risk  on  one  dollar ^  or  what  it 
r  to  be  paid  to  the  heirs  of  a  person  at  the 
lies  during  the  year,  the  age  of  the  insured 
time  he  took  out  the  policy.     It  would 

I  as  much  to  insure  one  thousand  dollars 
oUar,  and  half  as  much  to  insure  half  a 
)llar.  We  can  obtain,  by  using  the  mor- 
>resenting  the  chance  of  a  person  dying 
ned  age,  just  as  we  did  in  this  case  for 
•efore,  already  determined  the  means  for 

II  insure  any  given  amount  to  be  paid  to 
)ne  year,  in  case  he  dies  during  the  year; 
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io,ooo,  and  the  insured  is 
id  prospect  of  longevity,  W 
insure  $10,000  as  above,  1 
id  having  neither  gain  noi 
msaction  ? 

We  will  first  determine  t 
esent  value  of  $1,  to  be 
terest  being  assumed  at 
5.961 53S.  From  the  mort 
irsons  living  at  age  10,  tl 
at  815  of  these  will  die 
:e4i.  Therefore,  ,^1^1^  is 
at  the  insured  will  die 
'  $0.961538,  which  is  t 
^tain  at  the  end  of  one  y 
sure  the  $1,  to  be  paid  in 
$0.961538  XtIH7^$0;C 
akes  $99.63,  plus  a  fractio 
at  will  insure  $10,000,  to  b 
the  end  of  one  year  ;  prov 
Now  let  us  suppose  that 
own  by  the  table,  that  is, 
5  who  died  would  each  ha 
ere  would  have  been  nothii 
irery  one  of  the  whole  78,6 
m  of  $10,000  each ;  but 
spectively  entitled  to,  and  ^ 
lyment  of  losses  by  death 
\  1 50,000.  The  net  annual 
r  four  per  cent  interest,  ami 
It  is  seen  from  this,  that  1 
the  78,653  premiums  am 
jncy  in  paying  $8,150,000 
[10*  did  not  die  during  the  y 
e  not  entitled  to  any  thing 
:ar;  they  each  paid  in  adva 
e  whole  of  this,  and  net  int 
e  year  $10,000  to  the  hei 
ed  during  the  year. 
In  this  connection,  referee 
)licies.     In  these  net  calcul 
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by  law,  it  is  assum  kI  that  there  is  neither 
or  the  insured;  the  transaction  is  perfectly 
the  two  parties  to  the  contract.  Expenses, 
ifits  and  loss  are  in  these  calculations  left 

rsons,  each  being  a  fair  average  of  mankind 
longevity,  insured  at  age  40  for  one  year 
;  time  the  net  premium  was  paid,  it  is 
lue  of  each  policy  to  the  policyholder 
remium  paid  for  it.  At  the  end  of  the 
:y  to  each  of  the  77,838  persons  that  did 
s  nothing.  Every  cent  of  the  mt  premium 
of  the  year,  and  net  interest  thereon,  was 
►olicies  of  those  that  died.  It  is  assumed 
y  is  uniform  during  the  year,  and  that 
y  therefore  diminishes  during  the  year  in 
)sed.  That  is  to  say,  at  the  end  of  the 
e  net  va*ue  of  the  policy  will  be  one  twelfth 
ie  time  it  was  issued;  at  the  end  of  eleven 
relfths  less ;  and  at  the  end  of  the  year,  the 
ivelfths  less  than  when  it  was  issued,  tnat 

the  whole  period,  the  value  of  these  poli- 
on  the  assumption,  the  company  can  not 
lose  any  thing.  Its  province  is  to  insure 
senses,  profits,  dividends,  surplus,  etc.,  are 
Suppose  that  only  one  half  or  one  tenth  of 
been  insured  in  one  company,  it  is  clear 
whilst  the  company  would  have  had  but 
lis  money  fi-om  net  premiums  with  which 
ly  would  have  had  but  one  half  or  one 
,  of  death-claims  to  pay. 
:  valuation  in  this  case  has,  therefore,  no- 
y  value  of  one  or  all  of  these  policies  to 
itself  of  any  value  "  to  the  company  to 
of  the  valuation  lies  in  this,  the  company, 
mey  of  these  78,653  policyholders,  must 
iie  year  that  they  have  the  meai.s  to  meet 
For  instance,  suppose  that  six  months  of 
the  holders  of  the  money  could  show  that 
paid  one  half  the  losses  called  for  by  the 
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table  during  the  whole  yea 
available  assets  sufficient  to 
second  half  of  the  year. 

Now,  let  us  suppose  that  a 
these  78,653  persons  had  pa 
of  them  should  retire — "  retr 
back  his  $99.63  net  premiui 
company  be  aflfected  thereby 
among  those  that  remain  in 
for  by  the  table. 

We  are  touching  upon  the 
be  more  particularly  alluded  1 
this  connection,  at  this  time,  ' 
ing  extract  firom  a  communica 

"  In  the  general  cases  that  i 
ed  that,  in  any  practical  busi 
to  a  company  the  present  val 
mally  make  to  pay  death-claii 
has  at  all  times  enough  pe 
among  them  to  conform  to 
table,  it  is  no  matter  whetl 
1,000,000.  The  company  wi 
no  more  out  of  the  normal 
pay  death-claims,  than  the  co 
would  make  out  of  that  pai 
policyholders  which  goes  to  p 

In  other  words,  in  case  9 
company  containing  1,000,00 
the  company  when  reduced  t< 
as  strong  in  resources  for  pa 
900,000  withdrew.  This  is  s 
withdrew,  and  diminished  the 
cent,  their  withdrawal  diminis 
proportion.  So  long  as  the  d( 
the  table,  it  makes  no  diflferen 
are  concerned,  whether  the  ni 
or  1,000,000.  Expense  incur 
a  company  is  a  different  thing 
expenses  of  a  company  consis 
be  less  on  each  policy  than 
policyholders  should  be  on  ea 
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f  true  that  when  a  policyholder  withdraws 
value  of  his  policy,  the  company  is  just  as 
[,  in  resources  from  which  to  pay  death - 
policyholder  withdrew.  This  arises  from 
ipany  has,  by  the  withdrawal,  less  nrf  re- 
death-claims,  it  has,  in  jftst  the  same  pro- 
nt  of  death-claims  to  pay." 
DR  Insurance  for  Whole  Life. — What 
[le  supposition  that  the  mortality  taBle  and 
>y  law  as  the  basis  of  the  calculations  are 
lent  of  $1  insured,  to  be  paid  at  the  end 
ured  may  die  ?  In  other  words,  we  have 
It  that,  if  paid  in  hand,  will  exactly  insure 
►rtality  table  gives  the  number  of  deaths 
lumber  living  at  the  beginning  of  the  year, 
annum  is  designated,  and  is  to  be  corn- 
arranged  in  this  way  by  separate  years, 
jces  to  this,  namely,  Mrsi  calculate  the 
It  requisite  to  effect  the  insurance  each 
;d  may  live,  as  indicated  by  the  designated 
dd  together  these  respective  amounts  that 
>  effect  the  insurance  each  year,  and  their 
It,  if  paid  in  hand,  will  effect  the  insurance 

the  person  at  the  time  he  insured  is  40, 
insured  lives,  the  table  of  mortality  is  the 
iterest  four  per  cent,  compounded  annual- 
i  that  the  amount  necessary  in  this  case  to 
heirs  of  the  insured  in  case  he  dies  during 
en  age  40  and  age  41,  is  $0.009963432. 
int  of  money,  if  paid  in  hand  at  the  time 
>,)  will  secure  $1  to  be  paid  to  the  heirs  of 
o  years,  in  case  he  dies  during  the  second 
olicy.  This  problem  is  solved  separately, 
r  to  find  insures  only  against  death  during 

nil,  if  invested  at  4  per  cent  per  annum, 

,  $1  in  two  years.   To  do  this,  we  have  to 

ves  $0.96153846,  and  this  is  the  amount 

year  at  4  per  cent  per  annum.    Multiply 
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this  by  itself,  and  we  hav< 
will  produce  $i  in  two  ye; 

Now  the  question  is,  W 
at  which  the  insurance  is  ( 
sured  will  die  during  the 
age  42  ?  • 

By  the  actuaries'  table 
sured  persons  living  at  age 
and  a%e  42.    Therefore,  t 
sents  at  the  time  this  insui 
the  insured  will  die  betwee 

Multiply  the  amount,  $( 
of  interest,  produce  $1  cc 
which  represents  the  chanc 
and  we  have  $0.0097052, 
hand  at  age  40,  insure  $1  t 
he  dies  during  the  second 

In  like  manner,  we  can  f 
40,  will  insure  $1  to  the  1 
the  third  year — between  a^ 
year  up  to  and  including  t 
is  between  99  and  100. 

Now,  add  together  thes< 
gives  the  net  single  premiur 
Bure  $1  for  whole  life. 

The  amount  in  this  cas 
we  have  $381.04,  which  is 
usure  $1000,  to  be  paid  tc 
yrear  in  which  he  may  die. 

Detail  Calculation  oi 
Policies. — In  illustration  < 
Df  the  insured  is  50.  The 
tality  used  is  the  American 
per  cent  per  annum,  compc 
lowing  table,  in  the  columr 

f  I  TO  BE  PAID  CERTAIN  AT 

5nd  the  amount  $0.956938 
vill  produce  $1  in  one  yt 
[04^.  This  is  to  be  mult 
^ear  between  age  50  and  a^ 
ity  table,  is  962,  and  it  is  pi 


Digitized  by 


Google 


33 

nber  of  deaths."  In  the  next  column, 
living  at  age  50,"  we  find  the  number 
m  the  table  of  mortality.  The  product 
56938  by  962  is  divided  by  69804,  and 
is  is  the  amount  that  at  age  50  will  in  • 
IS  of  the  insured  at  the  end  of  the  year, 
;o  and  age  51. 

e  table,  in  the  column  headed, "  Value  in 
aid  certain  at  the  end  of  each  respective 
0.915730.  This  is  the  amount  that  will 
jars,  when  invested  at  4^  per  cent  per 
ly,  and  it  was  obtained  by  multiplying 
ultiply  this  by  looi,  which  is  the  num- 
and  age  52,  and  divide  the  product  by 
ong  at  age  50,  and  we  have  $0.013132. 
lid  in  hand  at  age  50,  will  insure  $1,  to 
isured  at  the  end  of  the  second  year,  in 
that  year — ^that  is,  between  age  5 1  and 

calculations  as  shown  in  the  table  are 
include  age  95,  which  is  the  limit  of  the 
ising,  and  the  sum  of  all  these  respective 
>o37.  This  amount,  if  paid  in  hand  at 
»i  for  whole  life  on  the  data  assumed, 
nee  table  of  mortality,  and  4^  per  cent 
rly. 

er,  the  calculations  can  be  made  at  any 
d  in  the  table  of  mortality,  and  upon 
ility  and  rate  of  interest, 
igle  premium  that  will  insure  one  dollar, 
nil  insure  any  other  amount  is  found  by 
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ES    OF   NET   SINGLE   PREMIUMS. 

mparisoa  and  general  illustration  the  following 
ving  the  net  single  premiums  that  will  insure 
at  ages  from  20  to  70  inclusive,  at  4,  4^,  5, 
[ively : 

e  Premium — American  Experience. 


Four  and  a  half 
percent. 

Five  per  cent 

Six  per  cent 

Ag«. 

"7.448 

;??:g? 

154.766 

ao 

aai.155 

«57-476 

31 

aa5.oi9 

199  403 

i6o.3a9 

33 

aa9.049 

303.071 

163.334 

33 

333  a55 

306.913 

166.501 
i69.8;o 

«4 

a37.644 

310.937 

35 

343. aa7 

«5.i55 

'73.364 

36 

347 -005 
a5i-989 

319.568 
334.187 

;£:3? 

S 

357-389 

339.035 

185.111 

39 

a6a.6o9 

334.084 
339.378 

>89.454 

30 

a68.a6x 

194.039 

3« 

35:^ 

344.933 
350.7x8 

198.853 
303.933 

33 

33 

386.69a 

356.775 

314^898 

34 

393 -353 

363.107 

% 

300.394 

369.738 

330.833 

307.514 

«9«'385 

337.046 

% 

315  037 

333.591 

333.833 

340.458 

39 

330.946 

399.337 
y>8.37« 

347.676 

40 

339368 
348.115 

355.343 

41 

315.940 

363.183 

43 

357.190 

334.815 

371.505 
380.335 

43 

366.603 

334-051 

44 

t:"^^ 

343.646 
353-613 

$:i^ 

t 

396.848 

363-939 

308.818 

Ji 

407.597 

374.633 

319.178 

418.667 

385.679 

339.947 
341.108 

49 

430.037 

"^X 

50 

441-695 

353.653 

51 

%^. 

430.781 

364.573 

53 

433-096 

376.857 
389.497 

53 

478.359 

445.698 
458.564 

54 

490.035 

403.473 

'5^ 

471.681 

415  771 

516  866 

:ti:i^ 

439-371 

% 

530.099 

443  355 

543.484 

513.331 

457.405 

59 

556.989 

536.336 

471.793 

60 

570.591 

540.366 

486.390 

61 

584.361 

553.566 

501.166 

63 

597-973 
611.703 

568.631 

516.094 

63 

583.906 

531  146 

64 

635.416 

597-198 

546.384 

% 

639.076 

611.467 

576.648 

653.653 

635.679 

% 

666.114 

639.&01 

gJ:III 

679.4x8 

653.787 

69 

693.540 

667.610 

6'ai.So5 

70 
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to  insure  $i  at  any  age  for  i^hole  life  was 
at  each  separate  year  provided  insurance 
at  when  the  respective  amounts  that  will 
parate  year  are  all  added  together,  the  net 
therefrom  is  exactly  sufficient,  when  in- 
one  year,  to  pay  cost  of  insurance  on  the 
at  risk  during  the  year,  and  leave  in  the 
net  single  premium  necessary  to  eflfect  the 
m  age  one  year  greater  than  that  of  the  in- 
y  was  first  taken  out.  From  this  it  is  clear 
s  separately  provided  for  by  the  net  single 
t  equity,  on  the  principles  upon  which  cal- 
nade — at  the  beginning  of  any  year,  in  case 
ired,  the  policyholder  would  be  entitled  to 
ich  was  on  hand  at  the  end  of  the  preced- 
►roduced  from  his  money  after  all  the  in- 
ompany  had  been  paid  for. 
has,  each  year,  two  purposes  to  accomplish, 
during  the  year,  and  provide  the  requisite 
^ear.  It  may  readily  be  divided  at  the  be- 
wo  parts,  one  of  which,  when  increased  by 
r,  will  pay  cost  of  insurance,  and  the  other 
leposit. 

lium  paid  at  the  beginnmg  of  any  year  is 
f  insurance  during  that  year,  the  company 
insurance  for  the  year  is  paid  for,  a  certain 
r's  money ;  and  in  case  of  the  death  of  the 
sar,  this  money  is  used  in  part  payment  of 

>unt  of  the  policyholder's  money  that  will 
irer  at  the  end  of  the  year,  after  cost  of  in- 
has  been  paid,  and  then  subtracting  this 
)licy,  we  obtain  the  actual  amount  of  insu- 
;d  to  give  the  policyholder  that  year.  This 
mount  the  company  has  at  risk  during  the 
own  money  furnishes  the  diflference  be- 
icy  and  the  amount  the  company  has  at 
[le-  policyholder  has  paid  the  net  cost  of  all 
luring  the  year.  The  amount  the  company 
iminishes  from  year  to  year,  as  illustrated 
lich  shows  the  net  single  premium  at  age 
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Whole-Life  JhBey  for  $iooo^Cm/inued. 


Net  Cost  of 

Insurance  OD 

the   Amount 

A«t. 

theCompanv 
insures  each 

year. 

^i8.2S3 

7> 

X9.61X 

7a 

19.73a 

73 

ao.4Xi 

74 

SI.  051 

75 

ai«66o 

76 

aa. 346 

33.868 

^ 

33.473 

^ 

34.171 

a4-84i 

81 

as -459 

83 

35.964 
36.419 

z 

,6.980 

85 

37.7*6 

86 

38.693 
39.656 

ti 

30.356 
30.89a 

«9 
90 

31.84a 

9« 

33694 

9a      . 

34.390 

93 

3S.3ai 

94 

00.000 

95 

Term  of  Years. — Referring  to  the  manner  in 
premium  for  a  whole-life  policy  is  calculated,  it 
hat  by  adding  the  net  premium  for  insurance 
ir  to  that  for  the  first  year,  we  will  have  the  net 
ad  for  insurance  for  a  term  of  two  years.  By 
t  premium  for  insurance  during  the  third  year, 
single  premium  for  insurance  for  a  term  of  three 
inner  for  any  term  of  years  to  the  limit  of  the 

^SURE    $1000,   TO   BE    PAID    AT    THE   EnD   OF 

:ase  the  Insured  dies  between  Age  49 
low  the  manner  in  which  the  principles  hereto- 
s  report  are  adapted  to  the  calculation  of  net 
ice ;  let  us  suppose  that  at  any  age,  say  30,  a 
insured  for  any  amount,  say  $1000,  in  case  he 
d  year,  say  the  twentieth,  which  will  be  between 

ust  be  a  fair  average  of  insured  lives.  Upon 
3S  of  life  assurance  depends  mainly  upon  the  at- 
dgment,  and  integrity  of  the  medical  examiners, 
a  mortality  table ;  then  a  rate  of  interest  that 
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must  be  compounded  annually, 
insured  is  $i,  then  divide  loo,  b} 
quantity  expressed  by  the  result  < 
that  is  to  say,  multiply  it  by  it 
amount  that,  if  invested  at  the 
produce  $i  certain  at  the  end  o 
fraction  which  at  age  30  repres( 
insured  will  die  between  age  49 
which,  if  paid  in  hand  at  age  30 
of  the  insured  at  the  end  of  twe 
tween  age  49  and  age  50.  Mu 
the  net  premium  that  will  insun 

For  example,  take  the  actuari 
amount  that  will  produce  $1  in 
This  quantity,  multiplied  by  it 
twentieth  power,  becomes  $0.41 
cent  and  compounded  regularl] 
years. 

The  table  of  mortality  we  are 
persons  living  at  age  30,  there  n 
50.  The  fraction,  therefore,  wl 
that  the  person  will  die  during  t 
pressed  by  1063  divided  by  86/. 
at  the  designated  rate  of  inten 
years  by  this  fraction,  which  re 
eflfected  the  probability  that  the 
which  only  he  is  insured,  and 
is  the  amount  that,  if  paid  in  hai 
nated  rate  of  mortality  and  of  i 
the  insured  in  case  he  dies  bet 
this  by  $10,000,  and  we  have  i 
will  effect  insurance  on  $10,000 

Now  let  us  suppose  that  the 
in  the  table  of  mortality  as  li^ 
$10,000,  to  be  paid  to  their  hei 
the  2oth  year  from  the  time  the 
net  premium,  $56.22066.  The 
miums  amounts  to  $4,851,393.2 
cent  compound  interest,  amount 
with  which  to  pay  $10,000  to  t 
holders  that  died  between  age  4 
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ase,  the  net  value  of  each  policy  at  the  time 
premium  paid  for  it.  Now,  suppose  that  one 
cyholders  at  once  withdraw,  it  follows  in  case 
longst  those  that  remain  conforms  to  that  ex- 
it whilst  the  resources  of  the  company  from 
ms  have  been  reduced  one  half,  the  amount 
e  been  reduced  in  precisely  the  same  propor- 
fter  the  withdrawal  of  one  half  of  the  insured, 
rces  with  which  to  pay  death-claims  as  it  was 
li  cyholders  withdrew. 

I  the  policyholders  living  at  the  beginning  of 
and  each  takes  with  him  the  net  premium  he 
ompound  interest  thereon,  the  company  is 
bligation  to  pay  losses  by  death,  and  there  is 
:ompany  all  the  net  premiums  paid  at  age  30 

0  died  before  age  49.  It  is  very  clear  that,  in 
Iders  who  are  living  at  age  49  are  of  no  money 
to  keep,"  because,  if  they  remain  in  the  com- 
the  whole  of  the  86,292  net  premiums  paid  at 
t  thereon,  compounded  annually  for  twenty 
s  of  the  1063  persons  who  will  die  between 

1  the  contrary,  if  they  all  withdraw  at  age  49, 
ount  of  money  left  in  the  hands  of  the  com« 
:ular  instance,  the  withdrawal  of  the  policy- 
?d  advantage  to  the  company.     This  arises 

one  of  the  15,712  that  died  before  age  49, 
irould  die  in  the  20th  year,  and,  therefore,  at 
those  that  had  previously  died  were  already 
by  the  company.     (In  a  purely  mutual  com- 

belong  to  the  policyholders  living  at  age  49.) 

living  at  age  49  continue  in  the  company, 
)efore  age  50,  and  their  heirs  will  be  respec- 
10  at  the  end  of  the  20th  year.  The  69,517 
will  all  have  lost  their  bets  because  it  required 

whole  86,292  persons  insured  at  age  30,  and 
ipounded  annually,  to  pay  at  the  end  of  the 
e  heirs  of  each  of  the  1063  that  died  between 
appears  from  the  actuaries*  table  that  15,712 
ring  at  age  30  died  before  age  49.  Each  of 
it  premium  at  age  30 ;  at  the  end  of  19  years,, 
et  premium  had,  at  4  per  cent  compound  in- 
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terest,  amounted  to  $ii 
number  that  died  amount 

The«  above  is  given  in 
that  every  policyholder  i 
with  him  his  net  premium 
nually  up  to  the  time  of 
by  this  withdrawal — ^sho^ 
net  calculations,  (where  t 
average  as  regards  health 
ing  of  any  value  whatevt 
and  the  company  can  affc 
to  the  policyholder. 

Referring  again  to  the 
life,  and  bearing  in  mind 
sumption  that  this  is  a  pe 
insurer,  neither  party  desii 
other,  but  accepting  as  t 
nated  by  law ;  we  find  th 
ment  by  which  to  provi 
moderate  competency,  w 
them  from  poverty  and  ¥ 
The  insurer  effects  the  inj 
year  is  calculated  and  th 
whole  life  is  effected  by  hi 
insured  dies  the  first  year, 
die  the  first  year,  the  insui 
year,  and  the  insured  lose 
insurer  had  lost,  he  wouL 
he  would  have  won  in  g 
winning  were  adjusted  in 
In  case  the  insured  loses 
insurer  and  the  insured  at 
The  insured  has  had  insu 
he  does  not  want  any  mo: 
had  up  to  the  time  of  pro 
done  with  the  balance  he) 

Insurer  and  Insure] 
Hands  of  a  third  Pa 
proposition,  let  us  suppos 
surance  for  whole  life  hac 
of  a  third  party,  and  that 
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ime,  an  amount  which,  when  added  to  the 
1  produce  an  amount  at  the  end  of  the  first 
ired.  If  the  insured  did  not  die  during  the 
would  at  the  end  of  the  first  year  pay  to  the 
in  his  hands,  the  cost  of  insurance  during  the 
ave  in  the  hands  of  the  stakeholder  at  the 
ear  the  net  single  premium  due  to  this  age 
d  enough  of  the  money  of  the  insurer  when 
premium,  and  placed  at  table  interest,  to 
*  policy  at  the  end  of  the  second  year.  At 
id  year,  the  new  bet  entered  into  at  that  time 
ual  chances,  just  as  at  the  beginning  of  the 
table  to  withdraw  the  bet  at  the  beginning 
ould  have  been  to  withdraw  it  immediately 
Bginning  of  the  first  year,  before  any  respon- 
by  either  party ;  that  is  to  say,  nothing  fur- 
table  transaction,  by  which  the  chances  of 
alanced,  and  then  immediately  to  agree  that 
these  chances.  The  idea  has  been  mcul 
rer  has  agreed  with  the  insured  upon  terms 
ilculations,  there  is  something  in  this  argu- 
ed of  some  specific  money  value  to  the  in- 
5,  now^  that  we  assume  at  the  beginning  of 
insured  and  the  insurer  are  willing  to  stop 
by  mutual  consent  the  bet  is  to  be  with- 
the  second  year — what  in  equity  ought  the 
le  money  ?  In  case  there  was  in  the  ori- 
^e  condition  to  the  contrary,  he  would,  after 
year's  bet,  and  paid  the  insurer  all  he  had 
m  the  stake  he  holds,  as  received  from  each 
>se.  The  purpose  having  been  accomplish- 
litably  settled  up  to  the  time  of  withdrawal 
jeems  to  be  no  room  for  doubt  in  the  mind 
hat  in  strict  equity  should  be  done  with  the 
irer  insists  upon  the  money  of  the  insured 
ler  of  the  stakes,  and  will  not  consent  that 
his  own  money,  then  the  original  bet  must 
must  continue  to  be  insured.  These  calcu- 
upon  a  legal  table  of  mortality  and  rate  ol 
litable  transaction  between  the  insurer  and 
by  means  of  which  to  settle  this  dispute 
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about  withdrawal  after  a  p 
in  a  coropany  for  life,  or  f< 
ward  wishes  to  withdraw 
the  consent  of  the  compai 
takes  us  amongst  the  ex] 
loss  or  gain,  which  are  all 
mon  law.  But  if  the  que 
equity,  without  reference 
cided  that  the  insured  cou 
ing  paid  for  all  the  insura 
after  having  paid  any  da 
had  suffered  by  the  withdr 
mined  in  common  law  by 

Now  let  us  suppose  tha 
at  the  beginning  of  any  y< 
by  tha  withdrawal  of  the 
provided  he  was  at  the  tim 
and  prospect  of  longevity, 
say  twenty  or  more  of  the 
was  at  the  point  of  death, 
would  be  a  violation  of  e 
original  assumptions.  Bi 
these  terms,  that  is,  to  res( 
siu-ance  at  the  end  of  an 
time  is  in  bad  health,  let 
policy  or  contract.  Wher 
pany  is  the  holder  of  thes 
sons  would  take  out  life 
served  to  itself  the  right, 
tinue  the  insurance  whene 
soon  die. 

Life  insurance  contract 
often  with  unfair  terms  in 
tain  other  conditions  very 
cyholders.  But  it  is  belie 
discontinue  the  insurance 
die,  as  this  would  certain 
that  kind  of  insurance. 

Endowment. — An  end 
company  to  pay  the  insur 
age,  provided  the  insured 
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to  the  company.     When  the  whole 
calculation  of  the  net  single  premium 

[ley  that,  if  paid  in  hand,  and  invested 
nually,  will  produce  $i  in  the  number 
e  endowment  is  to  be  paid.  Then,  as 
ud  if  the  person  is  alive  at  the  end  of 
rs,  we  must  multiply  the  amount  that 
:ified,  by  the  fraction  which  represents, 
ade,  the  chance  that  the  insured  will 
*.  In  illustration,  suppose  the  age  of 
et  single  premium  necessary  to  secure 
>,  af  age  40,  in  case  he  is  alive  at  that 
a  actuaries'  4  per  cent.) 
duce  $1  in  one  year  at  this  rate  is 
lantity  by  itself  nine  times,  or  raise  it 
e  $0.67556417,  and  this  is  the  amount 
rs,  at  4  per  cent,  compounded  annual- 
>  be  paid  in  case  the  insured  is  alive  at 
i  the  mortality  table  we  are  now  using, 
rsons  living  at  age  30,  there  will  be 
efore,  78,653  divided  by  86,292,  ex- 
;  30  represents  the  probability  that  the 
Hence,  $0.67556417,  multiplied  by  this 
ich,  if  paid  in  hand  at  age  30,  will  in- 
e  paid  to  the  insured  at  age  40,  if  he 
>oo,  and  we  have  $6157.600,  which  is 
endowment  of  $  1 0,000  as  above.  This 
for  10  years  at  4  per  cent  compound 
752,  certain;  at  six  per  cent,  $11,- 
^71.229.  The  premium  loaded  20  per 
4  per  cent,  to  $10,937,702;  at  6  per 
cent,  $19,165,475.  In  view  of  these 
itional  fact  that,  if  the  insured  dies  be- 
sither  he  nor  his  heirs  get  a  cent  of  this 
Qterest  thereon  returned,  the  circum- 
in  order  ever  to  make  an  endowment 
je  to  the  insured. 

:>ivEN  Number  of  Years,  combined 
Snd  of  the  Term. — In  this  case  we 
emium  for  the  term  insurance  as  before  * 
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explained,  and  then  calculate  th' 
raent,  and  add  the  two  togethe: 
shorter  arithmetical  calculation  r 

Net  Annual  Premium  foi 
seen  how  to  calculate  the  net  j 
dollar  for  whole  life  at  any  age 
is  now  proposed  to  see  how  the  < 
when  the  payments  are  made  by 
in  advance.  It  is  usual,  in  ordi 
panies  to  charge,  and  the  insurec 
first  in  advance,  and  one  at  the  b 
vided  the  insured  is  alive  to  n 
single  premium  at  any  age  has  1 
tion  arises,  What  is  the  net  anftuc 
named,  that  will  be  the  precise  e 
in  money  value  at  the  time  the  p 

When  this  net  annual  premii 
the  precise  money  equivalent  of 
single  premium  being  just  sufficii 
the  insurance,  it  follows  that  it 
annual  premiums,  will  also  be  jus 

To  enable  us  readily  to  solve  t 
annual  premium,  it  is  convenient, 
age,  of  a  whole -life  series  of  anni 
tion  being  that  the  first  payment 
policy  is  issued,  and  that  $i  is  t 
following  year,  provided  the  pei 
SVhen  this  is  done,  the  problem  ^ 
because,  after  we  have  found,  a 
af  this  life  series  of  premiums  o 
net  single  premium  at  that  age 
q[uired.  We  will  use  the  Americ 
\\  per  cent  interest. 

The  first  thing,  then,  is  to  find 
life  series  of  afmual  premiums  oi 
vance,  and  $i  to  be  paid  at  the 
provided  the  insured  is  alive  to  n 

The  first  annual  payment  is  t( 
the  time  the  policy  is  issued,  is  $ 
paid  at  the  end  of  one  year,  inte 
ICO  divided  by  104I ;  but  this  : 
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insured,  aged  50,  will  be  alive  at 
le  50,  represents  the  chance  that 
,  is  equal  to  the  number  living  at 
Ing  at  age  50.  From  the  table  of 
at  age  51  is  68,824,  ^^^  the  num- 
2  fraction  in  this  case  is,  therefore, 
his  second  payment  of  $1  to  be 
[  is  alive  to  make  the  payment,  is 
anner,  the  value  of  the  third  pay 
end  of  two  years,  in  case  the  in- 
:he  payment,  is  equal  Hf  JtXHfH> 
age  50,  represents  the  chance  at 
live  at  age  52  to  make  the  third 
•  the  number  living  at  52,  divided 
^e  see,  from  the  table  of  mortality, 
»d,  at  age  50,  of  the  third  payment 
n  that  the  insured  is  alive  at  age 

can  calculate  at  age  50  the  value 
d  every  payment  of  the  whole  life 
lis  has  been  done,  and  the  sum  of 
ige  50  of  the  whole-life  series  of 
ad  to  be  $13.235802. 
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I  A  Term  of  Ye\rs  only. — If  it  is 
he  value,  at  that  age,  of  a  series  of  an- 
for  a  limited  number  of  years,  the  first 
the  beginning  of  each  of  the  years  fol- 
is  alive  to  make  the  payment,  we  pro- 
►ove  described,  but  continue  the  respec- 
further  than  for  the  named  number  of 
/alue  at  any  age  of  a  series  of  annual 
ed  term  of  years  is  calculated, 
at  the  value  at  any  age  of  a  whole-life 
■  $2  each  will  be  twice  as  much  as  the 
[  each,  and  the  value  of  such  a  series  of 
ich  will  be  half  as  much.  In  short,  it  is 
e  calculated  and  tabulated  the  value  at 
1  of  payments  of  $i  each,  the  value  at 
LT  series  for  any  named  amount,  can  be 
ividing,  as  the  case  requires. 
NNUAL  Premiums. — When  the  net  sin- 
I  $1  for  whole  life  has  been  calculated, 
ted  age  of  a  whole-life  series  of  annual 
wn,  we  obtain  the  tut  annual  premium 
e  life  at  that  age  by  the  following  rule : 
m  at  any  age  by  the  value  at  that  age  of 
payments  of  $i  each,  and  the  result  is 
will  insure  $i  for  whole  life  at  that  age. 
e  net  single  premium  to  insure  $i  is 
e  30  of  the  series  of  $1  premiums  is 
^e  the  proportion : 

:  $1  is  to  the  net  annual  premium  that 
hole  life. 

general  reasoning,  that  if  it  is  desired 
mium  into  a  limited  number  of  annual 
nts  for  a  specified  number  of  years,  we 
in  question  of  a  series  of  annual  pay- 
gnated  term  of  years,  and  divide  the  net 
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Trust  Fund  Deposit,  or  Reserve,  for  Whole-Life  Poliqes 
IN  Case  the  Payments  are  in  equal  Annual  Premiums.— 
This  fund  has  been  styled  by  the  highest  authority  *'The  great  sheet- 
anchor  of  life  insurance."  It  is  essential  that  its  peculiar  nature  be 
clearly  understood  by  all  who  have  any  thing  to  do  with  this  business. 
From  the  foregoing  table  of  net  annual  premiums,  actuaries'  4  per 
cent,  it  is  seen  that  at  age  42  the  net  annual  premium  that  will  insure 
$1000  for  whole  life  is  $25.55.  It  will  be  borne  in  mind  that  this 
premium  is  to  be  paid  at  the  beginning  of  each  year,  provided  the 
person  is  alive  to  make  the  payment.  At  the  end  of  the  first  year,  or 
beginning  of  the  second — supposing  the  insured  to  be  alive — he  pays 
the  net  annual  premium,  $25.55,  and  is  insured  for  another  year; 
but  he  is  now  43  years  old,  and  $26.58  is  the  net  annual  premium  re- 
quired to  insure  $1000  for  life  at  age  43.  Why  is  it  that  the  man 
who  was  insured  at  age  42,  and  who  has  been  insured  one  year,  and 
has  paid  for  that  insurance,  can,  at  43  years  of  age,  be  insured  by  the 
company  for  a  less  premium  than  is  required  to  insure  a  man  of  the 
same  age,  43 ;  but  who  now  takes  out  a  policy  for  the  first  time  in 
that  company  ?  Taking  for  further  illustration  a  still  greater  age,  we 
find  that  at  age  65  the  net  annual  premium  that  will  insure  $1000  for 
life  is  $74.72  ;  and  yet  the  person  who  took  out  his  policy  at  age  42, 
supposing  he  is  still  alive,  can  be  safely  insured  at  age  65  by  the  com- 
pany for  a  net  annual  premium  of  $25.55. 

How  is  this  ?  Why  is  it  that  a  man  65  years  of  age  can  be  insured 
safely  by  a  company  for  a  net  annual  premium  of  $25.55  ;  *°^  ^" 
other  man  of  the  same  age,  probably  in  better  health,  because  he  has 
just  passed  a  medical  examination,  can  not  be  safely  insured  by  the 
company  for  a  less  net  annual  premium  than  $74.72  ?  It  is  not  a 
full  answer  to  say  that  one  of  the  persons  has  been  insured  since  he 
was  42  years  of  age,  and,  therefore,  don't  have  to  pay  so  much.  Nor 
is  it  very  satisfactory  to  most  intelligent  business  men  to  be  told, 
"This  is  so,  because  it  is  thus  put  down  in  the  tables."  There  are 
now  largely  over  half  a  million  of  policies  on  lives  in  force  in  the 
United  States,  insuring  more  than  two  thousand  millions  of  dollars ; 
Emd  it  would  seem  that  the  amount  involved,  the  nature  and  charac- 
ter of  the  obligation  incurred,  and  the  immense  interests  that  are  di- 
rectly and  indirectly  involved  in  life  insurance  business,  as  it  stands  in 
this  country  to-day,  would  attract  the  close  attention  of  intelligent 
men. 

However  well  a  person  may  understand  how  to  calculate  the  net 
iniiual  premium,  unless  he  also  understands  the  nature  and  object  of 
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ily  called,  he  knows  nothing  of  the  rea* 

re  especially  in  these  days,  when  "  sur- 

to  be  all  the  rage,  botJi  with  policy- 

s  calculated  to  provide  against  all  the 
insured  dying  in  any  year,  and  of  his 
o  the  risk  of  his  being  alive,  from  year 
lium.  The  net  annual  premium,  at  the 
>  be  always  realized  and  compounded 
pay  its  proportion,  year  by  year,  of 
death  of  a  certain  number  of  policy- 
Jity  table  used;  and  at  the  same  time 
lie  pdlicy  at  the  death  of  the  policy- 
ear,  after  the  net  annual  premium  has 
s  by  death  for  the  year,  there  must  be 
>n  account  of,  and  to  the  credit  of^  each 
an  amount  in  money  or  securely  in- 
•esent  value,  in  hand,  the  equivalent  of 
IS,  each  of  which  is  equal  to  the  differ- 
remium  the  insured  paid  on  taking  out 
premium  he  would  now  have  to  pay  if 
:y  at  his  present  advanced  age.  This 
nds  of  the  company  at  the  end  of  each 
of  the  respective  policies,  is  variously 
1,  "  reserve,"  "  reserve  for  reinsurance," 
value,"  "  true  value,"  "  self-insurance," 

it  is  computed.     As  before  stated,  the 

$1000  at  age  42,  is  $25.55,  ^^^  ^^ 

;he  same  amount  at  age  43  is  $26.58. 

wo  premiums  is  $1.03.     The  value  at 

)f  annual  payments  of  $1  is  from  the 

We  can  find  the  value  at  the  same 

inual  payments,  each  of  which  is  equal 

$1:  $1.03::  $15.373564  is   to   the 

on,  we  find  that  the  value  at  age  43, 

lal  premiums   of  $1.03  is   equal   to 

5.83  on  hand  in  deposit,  which  is  the 
ice  in  the  future  net  annual  premiums ; 
together  with  the  smaller  net  annual 
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premium  due  to  the  age  42,  is  just  the  same  value  as  the  net  amiual 
premium  due  to  age  43.  This  $15.83  is  the  amount  that  must 
be  held  on  deposit  in  trust  for  the  policy  of  $zooo  taken  out  at  age 
42,  at  the  end  of  the  first  year  of  the  policy. 

The  net  annual  premium  at  age  44  to  insure  $1000  for  whde  life 
is  found  torn  the  same  table  to  be  $27,682.  •The  difference  between 
the  net  annual  premium  due  to  age  44,  and  that  which  the  person 
insured  at  age  42  will  pay  when  he  is  44  years  of  age  is  obtained 
by  subtracting  $25,554  fix>m  $27,682;  this  difference  is  $2,128, 
and  there  must  be  in  the  hands  of  the  company  a  deposit  at  the 
end  of  the  second  year  of  this  policy  equal  to  the  value  at  that  time 
of  a  whole-life  series  of  annual  premiums,  each  of  which  is  equal  to 
$2,128,  which  is  the  differeace  bfetween  the  net  annual  premium  due 
to  age  44  and  that  which  the  insured  will  pay.  From  the  table 
we  find  that  the  value  at  age  44  of  a  whole-life  series  of  net  annual 
premiums  of  $1  each  is  $15.118590.  We  find  the  value  at  same  age 
of  a  whole-life  series  of  annual  premiums,  each  of  which  is  $2,128  by 
the  proportion:  $1 :  $2.128 : :  $15.118590  is  to  the  answer. 

Solving  this  proportion,  We  find  the  value  sought  is  $32.17235952. 
This  is  the  ftmd  on  deposit,  or  the  "  reserve,"  for  this  policy  at  the  end 
of  the  second  year.  In  a  manner  entirely  similar  we  find  the  amount 
that  must  be  on  deposit  at  the  end  of  each  policy  year ;  and  if  the 
company  has  it  on  hand,  and  keeps  it  securely  invested  at  the  net  rate 
of  interest,  and  regularly  compounds  the  interest  yeariy,  this  "  trust 
fund  deposit,"  together  with  the  present  value  of  the  future  net  an- 
nual premituns,  will  always  keep  the  policy  that  is  paying  the  smaller 
net  annual  premiums  due  to  the  younger  age  at  which  the  holder  en- 
tered the  company,  just  on  a  par  with  those  policies  that  come  in 
later,  or  at  a  more  advanced  age  of  entry,  and  pay  the  larger  annual 
premium  due  to  this  advanced  age. 

The  amount  of  this  deposit  may  be  calculated  by  a  somewhat  dif- 
ferent process,  as  follows :  At  the  time  the  contract  is  entered  into, 
the  value  at  that  time  of  the  whole-life  series  of  net  annual  premiums 
to  be  paid  for  the  policy  is  exactly  equal  to  the  net  single  premium 
at  that  age.  Remember  that  the  net  single  premium  is  obtained  by 
direct  calculation  for  insurance  each  separate  year,  and  we  convert 
the  net  single  premium  into  an  equivalent  net  annual  premium.  At 
the  end  of  any  policy  year  find  the  net  single  premium  due  to  that 
age,  then  find  the  value  at  that  age  of  the  series  of  net  annual  pre- 
miiuns  the  insured  is  to  pay ;  this  will  be  less  than  the  net  single 
premium  that  at  that  age  will  effect  the  insurance,  and  this  difference 
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the  company  in  deposit  to  the 
at  age  42,  the  net  single  pre- 
tuaries'  4  per  cent,  is  $399,184, 

whole-life  series  of  net  annual 
There  is,  therefore,  no  deposit 
the  twentieth  policy  year,  the 
The  net  single  premium  re- 
at  62  is  $623,826.  Now  the 
mual  payments  of  $1  each  is 
lal  premium  the  insured  is  pay- 
value  at  age  62  of  the  series  of 
pay.  This  amounts  to  $249.- 
»  that  the  insurance  on  the  as- 
nterest  can  not  be  eflfected  at 
igle  premium.    The  difference 

series  at  age  62  which  the  in- 
mpany  in  deposit  to  the  credit 

$249.930897  from  $623,826, 
hiat  must  be  in  deposit  at  the 
iging  to  a  policy  taken  out  at 

the  net  single  premium  at  each 
not  in  the  net  present  value  of 
)e  on  hand  in  deposit.  There- 
let  annual  premium  than  that 
i  rate  of  interest  designated  by 
1  deposit  called  for  by  this  cal- 
the  established  legal  standard 
hand  the  value  at  that  age  of  a 
which  is  equal  to  the  difference 

company  charges  and  the  net 
;nated  legal  data.     It  is,  there- 

the  company  has  the  amount 
1  legal  basis  of  safety,  but  it  is 

has  not  contracted  to  insure 
lan  that  required  by  the  same 
le  company  must  be  required 
>osit,  in  case  the  future  net  prc- 
)y  the  law,  an  amount  equal  to 
nnual  premiums  each  of  which 

net  annual  premium  called  for 
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by  the  legal  data  and  the  net  annual  premium  the  company  has 
agreed  to  receive. 

The  "  Reserve"  absolutely  necessary  to  enable  a  Life  In- 
surance Company  to  pay  its  Policies  at  Maturity,  by  net 
Calculations  on  the  designated  legal  Data. —  To  illustrate 
the  manner  in  which  the  "deposit"  must  accumulate  in  the  ear- 
lier years'  of  a  life  insurance  company,  in  order  to  enable  it  to 
meet  its  obligations  when  the  death-claims  exceed  the  premiums,  let 
us  suppose  that  a  company  insures  twenty  thousand  policyholders 
for  five  thousand  dollars  each,  at  age  thirty.  The  net  annual  pre- 
mium required  for  each  person  is  $84.85.  This,  on  20,000  poli- 
cies, would  make  the  first  payment  of  annual  premiums  amount  to 
$1,697,000.  The  net  interest  is  assiuned  to  be  four  per  cent,  and, 
for  the  first  year,  it  amounts  to  $67,880.  The  company  has,  there- 
fore, the  first  year,  $1,764,880.  By  the  table  of  mortality  168  of 
the  insured  will  die  during  the  first  year ;  to  the  heirs  of  each,  the 
company  must  pay  five  thousand  dollars.  The  losses  by  death  are, 
therefore,  $840,000 ;  leaving  on  hand  with  the  company,  after  all 
the  death-claims  are  paid,  $924,880 ;  which  would  be  a  handsome 
"  surplus^'  at  the  end  of  the  first  year's  business,  but  for  the  feet  that 
every  dollar  of  this  sum  belongs  to  the  trust  fimd  deposit,  and  is  an  al- 
ready ACCRUED  LIABILITY — ^A  DEBT. 

At  the  end  of  the  thirty-fourth  year,  the  deposit  for  each  outstand- 
ing policy  must  be  $2464.25.  The  table  of  mortality  shows  that 
11,297  of  the  policyholders  will  be  living  at  the  end  of  the  thirty- 
fourUi  year ;  the  company  must,  therefore,  have  on  hand  a  trust  fimd 
deposit  amounting  to  $27,838,632.25.  We  find  that  11,742  policy- 
holders were  living  at  the  beginning  of  the  thirty-fourth  year ;  and 
their  net  annual  premiums  amounted,  in  the  aggregate,  to  $996,308.70. 
There  were  445  deaths  during  the  year,  and  the  aggregate  losses  by 
death  amounted  to  $2,225,000.  Thus  we  see,  in  this  year,  the  death- 
daims  exceed  the  annual  premiums  by  more  than  one  and  one  quar- 
ter millions  of  dollars.  But  the  company  has  on  hand,  in  deposit,  at 
the  end  of  the  year,  $27,838,632.25,  after  having  paid  the  death- 
claims.  The  company,  however,  is  not  rich,  not  more  than  able  to 
pay  its  liabilities,  because  it  will  surely  take  the  last  cent  of  this 
amount,  and  all  the  fiiture  net  annual  premiums,  and  compound  in- 
terest regularly  all  the  time,  to  enable  it  to  meet  and  pay  its  now 
rapidly  increasing  death-claims. 

Let  us  look  into  the  accounts  of  the  company  at  the  end  of  the  fif- 
tieth year.    The  "  deposit"  on  account  of  each  policy  at  the  end  of 
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here  are  living  3080  policyholders.     The 
he  outstanding  policies  at  this  time  is 

461  deaths  during  the  year,  and  the 
matured  during  the  year  amounted  to 
[41  policyholders  living  at  the  beginning 
ate  of  the  net  annual  premiums  paid  by 
1.85.  We  see  from  this,  that  the  losses  by 
?ded  the  net  annual  premiums  by  more 
eposit"  is  reduced  to  $11,421,256,  which 
mount  in  "deposit"  at  the  end  of  the 
company  has  not  lost  money,  it  has  only 
the  end  of  the  thirty-fourth  year  it  had 
t  had  enough  then,  and  only  enough,  to 
le  same  condition  now. 
th  year,  we  find  the  "  deposit "  that  must 
)mpany  to  the  credit  of  each  policy,  is 
enty  of  the  original  policyholders  living, 
for  these  twenty  outstanding  policies  is 
632.25  that  the  company  had  on  hand  at 
ear  is  now  reduced  to  less  than  $100,000. 
been  paying  its  debts  to  policyholders — 
it  had  none  to  lose  of  its  own, 
-ninth  year,  the  "  deposit "  amounts  to 
policyholder  living.  He  pays  his  regu- 
e  day  he  is  ninety-nine  years  old.  The 
Ided  to  the  "deposit"  on  hand  at  the  end 
s  $4807.69  of  this  policyholder's  money 
^  the  day  the  policyholder  is  ninety-nine 

which  is  four  per  cent,  the  interest  for 
192.31 ;  and  this,  added  to  the  amount, 
jginning  of  the  year,  makes  $5000,  with 
he  last  policyholder  in  this  company. 
5,632.25,  which  the  company  had  in  its 
e  thirty-fourth  year,  belonging  to  policy- 
em.  The  policies  were  all  paid  at  matu- 
ling  left.  In  fact,  it  never  had  a  cent  ot 
me,  although  we  have  seen  il  the  custo- 
^  twenty-eight  millions  of  dollars  of  other 
vrery  cent,  and  it  paid  every  cent  it  owed, 
of  life  insurance  business,  that  the  annual 
■claims  for  the  first  thirty  or  forty  years ; 
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Dipasii  at  the  end  of  each  Year  on  a  Whole-Life  Policy  for 
taken  out  at  age  45.     Actuaries. 


>iooo, 


Age. 

Four  per  oeat. 

Four  and  a  half 
percent. 

Five  per  cent. 

Six  per  cent. 

Age 

45 

M.oi 

I16.97 

I16.01 

#14.38 

45 

46 

3636 

34.3a 

33.43 

29.00 

46 

% 

55.04 

53.03 

49-32 

44. '5 

^l 

7403 

2?**9 

66.40 

59.7a 

48 

m 

93.34 

88.50 

83.96 

75  90 

49 

s» 

ixa.94 

xo7.a3 

101.87 

92.11 

50 

51 

133.80 

126.27 

130.12 

108.90 

51 

p 

«5».9» 

145  60 
165.19 

138.70 

126.08 

5a 

S3 

173.24 

'57-59 

143.62 

53 

54 

»93.79 

185.05 

176.77 

161.53 

54 

f& 

214  53 

»5  »4 

196.23 

179  78 

55 

56 

»35  43 

"5-44 

215.94 

198.36 

56 

57 

256.50 

345-95 

»35  91 

317.37 

57 

58 

a77-70 

266  65 

356. 11 

236.49 

58 

g 

399.01 

287. 5X 
308.44 

276.51 

a55  99 

Y* 

60 

3».35 

297.04 

375  70 

60 

61 

34«  69 

339  44 

317.67 

395.60 

6i 

63 

361.99 

^5043 

33«.35 

3'5-63 

6a 

63 

3«4  i» 

37»  39 

359.0^ 
379-56 

335-76 

J3 

H 

405  30 

393  37 

355.94 

64 

65 

436.33 

413  03 

400.28 

376.12 

t 

66 

446.93 

43.3  63 

430.74 

396.37 

67 
68 

t"^ 

45403 
474. 18 

44>04 
461.14 

4»6.33 
436.28 

% 

69 

vyj^^ 

494- »o 

481.05 

456  10 

69 

70 

527  09 

513.74 
53308 

500.73 

475  75 

70 

7« 

546.45 

530.1a 

495-31 

71 

72 

S65.X4 

553.09 

539.33 

5U.44 

73 

73 

583  77 

570.76 

558.03 

533.43 

75 

74 

601.90 

589.07 

576.49 

553.14 

74 

607.01 

594.61 

570.56 

?l 

624.56 

612.37 

588.68 

641.71 

631.67 

606  46 

w 

658.43 

646.72 

633.88 

674.7a 

663.39 

640.93 

VL 

690.63 

679.48 

t^a 

706.19 

695-36 

81 

721.50 

710.99 

690.31 

8a 

736.61 

736.45 

706.41 

83 

75X.63 

741.84 

732.49 

84 

766.56 

757. »5 

738.54 

55 

781.39 

787.61 

754-58 

86 

796.16 

770.61 

87 

810.77 

802.67 

t.t 

8S 

825.09 

817.47 

89 

839. X3 

831.98 

817.71 

90 

852.68 

846.03 

832.72 

95 

865.54 

859. 37 

847.00 

92 

877.42 

871.71 

860.26 

93 

888  12 

882.84 

s^.  23 

94 

896.73 

891.79 

881.88 

95 

.   903  37 

898.73 

889.34 

*/«j 

912.27 

V.^ 

S^.JS 

->/ 

939.31 

918.56 

98 

1000.00 

1000.00 

1000.00 

99 
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OosT  OF  Insurance.— We  will  again  assume  tliat  the  policy  is 
tak^  out  at  age  42  to  insure  $1000.  It  has  been  shown  that  when 
the  insurance  is  for  one  year  only,  the  cost  of  insurance  on  $1000 
at  this  age  is  $10.48.  In  case  the  insurance  is  for  whole  life,  paid  for 
by  equal  net  annual  premiums,  the  first  payment  is  $25,554;  but  be- 
sides eflfecting  the  insurance  for  the  first  year,  this  net  annual  pre- 
mium provides  a  deposit  at  the  end  of  the  year,  amounting  to 

$15,855. 

Since  this  is  the  policyholder's  money  remaining  after  his  net  pre- 
mium has  paid  the  cost  of  insurance  (contributed  its  proportion  to 
death-claims)  the  company  has  in  its  hands  at  the  end  of  the  year 
$15,855  of  the  policyholder's  money,  with  which  to  pay  in  part  the 
$1000  at  the  end  of  the  year  in  case  the  insured  dies  during  that 
year.    Therefore,  the  amount  the  company  has  at  risk  during  the  first 
year  is  not  $1000,  because,  firom  the  moment  the  net  annual  pre- 
mium is  paid,  the  amount  the  company  has  at  risk  during  the  year  is 
obtained  by  subtracting  the  deposits  at  the  end  of  the  year  belong- 
ing to  the  policyholder  firom  the  face  of  the  policy.  Hence,  the  amount 
at  risk  during  the  first  year  is  $1000  less  $15,855,  which  is  equal  to 
$984,165  :  then,  to  get  the  cost  of  insurance  during  the  first  year,  in 
this  instance,  we  find  the  amount  that  will  produce  $1  certain  in  one 
year — $0.96153846 — ^which  we  multiply  by  the  fiaction  that  at  age 
42  expresses  the  chance  that  the  insured  will  die  between  age  42  and 
age  43,  and  we  obtain  the  amount  that  will  insure  $1  to  be  paid  to 
the  policyholder's  heirs,  if  he  dies  before  he  is  43  years  of  age.    The 
result  of  this  calculation  shows  that  at  age  42  $0.10476  will  insure 
$1  for  one  year.     Multiply  this  by  the  amount,  $984.16^,  which  the 
company  agrees  to  pay  to  the  heirs  of  the  insured  out  of  its  own 
money  in  case  he  dies  between  age  42  and  age  43,  and  we  have 
$10.31,  which  is  the  net  cost  to  the  company  for  insuring  $1000 
when  the  policyholder  has  paid  a  net  annual  premium  of  $25,554  at 
the  beginning  of  the  year. 

Bear  in  mind  that  this  net  annual  premium  paid  at  the  beginning 
oTr  the  year  must,  on  the  assumed  mortality  and  rate  of  interest,  pro- 
duce by  the  end  of  the  year  enough  to  pay  cost  of  insurance,  and  leave 
in  the  hands  of  the  company  at  the  end  of  the  year  $15,855  deposit 
At  the  rate  of  interest,  four  per  cent  per  annum,  $25,554  will  in  one 
)rearamoimt  to  $26.57;  but  $10.31  out  of  this  net  annual  premium 
^mounting  at  the  end  of  the  year  at  four  per  cent  to  $10.72)  goes  to 
pay  cost  of  insurance.   Subtract  this  firom  26.57,  and  we  have  $15.85, 
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>sit,  as  before  obtained  by  direct  calcula- 

find  the  cost  of  insurance  on  .$i  for  one 
tract  the  deposit  at  the  end  of  the  second 
U  give  the  ainount  the  company  agrees  to 
to  the  insured  at  the  end  of  the  second 
iies  between  age  43  and  age  44.  Multi- 
ing  the  second  year  by  the  cost  of  insur- 
ed we  have  the  cost  of  insurance  during 
^1000  taken  out  at  age  42 — the  insured 
I  premiums  of  $25,554  each.  And  in  this 
nnual  premium  which  goes  to  pay  cost  of 
;d.  Notice  that  the  company  is  exactly 
y  insiu'ance  every  time  a  net  annual  pre- 
the  earlier  years,  a  portion  of  the  net  an- 
the  deposit  that  must  be  held  at  the  end 
:ain  time,  the  net  annual  premium  of  itself 
of  insurance.  In  this  case,  the  interest  on 
make  up  the  requisite  cost  of  insurance, 
the  year  the  amount  that  must  be  held  to 
om  this  it  is  seen  that  the  net  annual  pre- 
irance  and  provides  for  the  deposit  in  ad- 
^  of  a  year,  the  net  annual  premium  is  not 
)  risk  during  that  year,  and  is  not,  on  these 
be  paid  for  a  risk  that  it  does  not  incur. 
>es  each  year  to  pay  death-claims.  It  is, 
,  enough— only  enough — to  effect  the  pur. 
'  any  policy  year,  in  case  the  insured  de- 
r  year,  he  must  renew  the  contract  in 
of  insurance  for  the  year.  By  these  net 
al  data,  the  insurance  is  worth  just  what 
0  less.  All  th&  insurance  he  has  had  in 
year  by  year,  and  paid  each  year  in  ad- 
oring for  all  the  insurance  he  has  had  from 
nough  to  provide,  from  year  to  year,  such 
ley  on  deposit  with  the  company  as  will 
he  insurance  every  year,  even  up  to  the 
jring  to  the  company,  each  year,  the  same 
t  did  at  the  age  of  entry, 
withdraws,  with  the  consent  of  the  com- 
>licy  year,  or  suppose  he  does  not  pay  his 


Digitized  by 


Google 


64 


retiewal  net  j///^  premium ;  he  will  not  be  entitled  to  insuiance  dur- 
ing  the  next  policy  year,  because  he  has  not  paid  for  it.  But  he  has 
paid  for  dl  the  insurance  previously  had,  and  besides  this,  the  com- 
pany holds  in  trust  a  certain  amount  of  his  money  that  can  never  be 
used  for  any  other  purpose  than  that  of  eflfecting  his  insurance. 

Considering  only  the  question  of  net  values  resulting  from  calcula- 
tions based  upon  da&  designated  by  law,  it  can  not  be  successfully 
maintained,  upon  the  fundamental  principles  of  life  insurance,  that  m 
any  sense  the  deposit  or  net  value  of  a  policy  at  the  end  of  any  policy 
year  belongs  to  the  company,  or  that  the  amount  or  any  portion  of 
the  net  interest  thereon  can  be  legally  held  by  the  copipany  for  any 
other  purpose  than  that  of  eflfecting  insurance  on  this  policy. 

If  the  company  refuses  to  consent  to  the  withdrawal,  and  attempts 
legally  to  enforce  compliance  with  the  terms  of  the  contract  or  policy, 
by  which  the  insured  may  have  agreed  not  to  withdraw,  the  damage 
done  to  the  company  by  the  withdrawal  will  have  to  be  sought  for 
outside  of  the  principles  and  theory  of  net  calculations  in  this  business. 

In  illustration  of  this  subject  of  cost  of  insurance,  and  the  amount 
the  company  really  insures  from  year  to  year,  called  the  amount 
the  company  has  at  risk  each  year,  we  have  assumed  an  ordinary 
whole-life  policy  for  $1000,  issued  at  age  20,  American  experience 
mortality,  4  J  per  cent.  It  will  be  found  that  the  net  annual  premium 
in  this  instance  is  $11.96  and  six  tenths  of  a  cent;  this,  increased  by 
4^  per  cent  during  the  first  year,  amounts,  at  the  end  of  the  year, 
to  $12,504,  with  which  to  pay  cost  of  insurance  during  the  year  and 
provide  the  required  deposit.  We  have  shown  how  this  deposit  at 
the  end  of  the  year  is  calculated,  and  that  the  amount  at  risk  during 
any  year  is  equal  to  the  face  of  the  policy  less  the  deposit  at  the  end 
of  the  year.  This  amount  at  risk  the  company  insures  from  year  to 
year.  The  difference  between  it  and  the  face  of  the  policy  is  the 
policyholder's  deposit.  The  two  added  together  will  each  year  make 
an  amount  equal  to  that  called  for  by  the  policy.  The  amount  at 
risk  during  the  first  year,  as  shown  by  the  following  table,  is  $995,264, 
The  cost  of  insurance  on  this  amount  during  the  year  is  $7,768. 
This  is  obtained  by  first  finding  the  cost  of  insurance  during  the  year 
between  age  20  and  age  21,  on  $1,  and  this,  as  stated,  is  found  by 
ascertaining  the  amount  that  will,  at  the  designated  rate  of  interest, 
produce  $1  certain  in  one  year,  and  then  multipljdng  by  the  fraction 
which  at  age  20  represents  the  chance  that  the  insured  |nll  die  dur- 
ing the  year  between  age  20  and  21.  Having  in  this  way  obtained 
the  cost  of  insurance  of  $1,  multiply  this  by  the  amount  at  risk,  and 
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f  the  amount  the  company  has  at  risk. 
e  deposit  at  the  end  of  the  first  year 
the  second  year,  the  insured  pays  his 

This,  added  to  his  deposit,  makes 
e  beginning  of  the  second  year,  in  the 
ised  by  4^  per  cent  during  the  year, 
second  year,  to  $17,454,  with  which 
amount  at  risk  during  the  year,  and 
the  end  of  the  year.  The  amount  at 
le  policy,  between  age  21  and  age  22, 
.325.  The  cost  of  insurance  during 
f9,  and  the  deposit  at  the  end  of  the 
nng  the  table  to  age  55,  we  find  the 
,  which  is  the  insurance  it  effects  dur- 
)olicyholder,  is  reduced  to  $634,077, 
the  amount  at  risk  for  that  year  has 

very  nearly  the  whole  of  the  net 
tr,  or  between  age  56  and  age  57,  the 
Unt  to  pay  cost  of  insurance  on  the 
but  the  interest  on  the  deposit  during 
to  the  net  annual  premium  and  inte- 
r  cost  of  insurance  and  still  leave  the 
the  company  at  the  end  of  the  year, 
inues  until,  at  age  95,  we  find  the  de- 
year  is  $944,972;  this,  when  the  net 
added,  makes  $956,938;  and  this, 
:  during  the  year,  amounts  to  $1000, 
e  policyholder  at  the  end  of  the  year. 
I  company  has  at  risk  is  nothing,  the 
[  the  deposit  at  the  end  of  the  year  is 
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WhoU-Ufe  Policy^  issued  at  Age  20,  paid  for  by  equal  annual  Pre- 
miums  of  $11,966  each.  American  Experience^  four  and  a  half 
per  cent. 
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coming  premiums,  whilst  its  liabilities  axe  postponed  for  the  lifetime 
of  a  generation.  For  more  than  thirty  years,  it  fUmishes  a  constant 
margin  for  plunder  or  perversion  of  its  funds,  while  its  ultimate  failure, 
though  certain  if  the  opportunity  is  improved,  is  stiD  remote.  Unless 
its  condition  is  probed  by  some  decisive  test,  it  exhibits  no  necessary 
symptoms  of  its  insolvency  until  the  claims  by  death  begin  to  equal 
or  exceed  the  premium  receipts ;  and  this  period  wilf  not  ordinarily  be 
reached  until  nearly  forty  years  from  its  start.  If  it  can  once  be  fairly 
believed  that  there  is  no  mystery  surrounding  the  process  technically 
called  valuation,  too  deep  for  ordinary  ken,  its  reasons  and  impor- 
tance may  be  better,  or  at  least  more  generally,  understood." 

The  Hon.  William  Barnes,  late  superintendent  of  the  insurance 
department  of  New- York,  said  before  this  committee,  (see  proceedings 
page  149,)  "  It  is  somewhat  flippantly  asserted  that  a  net  valuation 
is  an  incorrect  way  of  testing  the  status  of  a  life  company  and  its  lia- 
bilities. It  seems  to  me  it  is  entirely  perfect  as  a  test — ^perfect  with 
two  assumptions,  that  the  rate  of  premium  is  in  excess  of  the  net  rate, 
and  equivalent  to  a  loading  sufficient  to  provide  for  future  expenses 
and  contingencies." 

The  convictions  of  your  committee,  indorsed  by  three  such  autho- 
rities as  these  just  quoted,  are  entirely  in  favor  of  a  net  valuation  on 
the  data  prescribed  by  law,  as  the  proper  test  of  legal  solvency  of  a 
life  insurance  company.  In  our  opinion,  an  accurate  money  account 
should  be  kept  with  each  poUcy,  and  this  will  require  a  valuation  of 
each  policy. 

Net  Valuation. — ^At  the  time  the  first  premium  is  paid,  which  is 
at  the  beginning  of  the  first  policy  year,  the  net  value  of  the  policy 
is  the  net  annual  premium.  At  the  end  of  the  first  poHcy  year,  the 
net  cost  of  insurance  will  have  been  paid,  and  there  must  be  left 
m  the  hands  of  the  company,  in  trust  for  the  policyholder,  the  re- 
quisite **  deposit."  This  deposit  (or  "  reservcy^  as  it  is  often  called)  is 
the  net  value  of  the  policy  at  the  end  of  the  first  policy  year.  At  the 
beginning  of  the  second  policy  year,  the  net  annual  premium  is  paid, 
and  the  net  value  of  the  poUcy  is  then  the  "  deposit "  at  the  end  ol 
the  preceding  year,  plus  the  net  annual  premium  just  paid.  The  net 
value  of  the  policy  at  the  end  of  the  second  policy  year  is  the  deposit 
(or  "  reserve'*)  for  the  end  of  that  year,  and  the  net  value  of  the 
nolicy  at  the  beginning  of  the  third  policy  year  is  equal  to  the  de- 
posit at  the  end  of  the  second  year,  plus  the  net  annual  premium 
paid  at  the  beginning  of  the  third  year.  The  rule  is  general,  and 
applies  to  every  year  the  policy  is  in  force,  because  tlie  net  annual 
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premium  is  sufficient,  and  only  sufficient,  when  added  to  the  "  de-' 
posit "  at  the  end  of  the  preceding  year,  to  pay  the  net  cost  of  insu- 
rance during  the  year,  and  provide  the  requisite  deposit  for  the  end  of 
the  year.  Of  course  it  is  understood  that  net  or  table  interest  is  real- 
ized for  the  year. 

On  the  supposition  that  a  policy  was  taken  out  on  the  ist  day  of 
January,  1869,  the  net  value  of  the  policy  on  that  day  is  equal  to  the 
net  annual  premium  just  paid.  On  the  31st  December,  1869,  the  net 
value  is  equal  to  the  "  deposit "  at  the  end  of  the  first  policy  year. 
On  the  ist  day  of  January,  1870,  the  net  value  of  the  policy,  just  after 
the  net  annual  premium  is  paid,  is  equal  to  the  deposit  at  the  end  of 
the  preceding  year,  plus  the  net  annual  premium ;  and  the  net  value 
on  the  31st  of  December,  1870,  will  be  equal  to  the  deposit  at  the 
end  of  the  second  policy  year.      •  ^ 

Having  in  this  way  determined  the  value  of  this  policy  at  the  be- 
ginning and  at  the  end  of  any  policy  year,  subtract  one  from  the 
other,  and  by  this  means  obtain  the  diflference  between  the  net  value 
<»  the  ist  day  of  January  and  the  net  value  on  the  31st  day  of  De- 
cember of  that  year.  Divide  this  difference  by  twelve :  we  will  ob- 
tain the  monthly  difference  in  the  net  value.  Assuming  that  the  net 
value  of  a  policy  is  greater  at  the  beginning  than  it  is  at  the  end  of 
the  policy  year  in  question ;  having  found  the  monthly  difference  as 
above,  we  will  subtract  this  monthly  difference  from  the  net  value  at 
the  beginning  of  the  year,  in  order  to  find  the  net  value  of  this  policy 
on  the  ist  day  of  February  of  that  policy  year.  To  find  the  net 
value  of  the  policy  on  the  ist  day  of  March,  we  will  subtract  the 
monthly  diffierence  firom  the  net  value  on  the  ist  day  of  February ; 
and  in  like  manner  we  obtain  the  net  value  of  the  policy  at  the  be- 
ginning of  any  month  of  the  policy  year,  by  subtracting  firom  the  net 
value  at  the  beginning  of  the  policy  year  this  monthly  difference, 
multiplied  by  the  number  of  months  of  the  policy  year  that  have  ex- 
pired. 

On  the  ist  day  of  November,  for  instance,  we  obtain  the  net  value 
by  multiplying  the  monthly  difference  by  ten,  and  subtracting  the 
result  firom  the  net  value  of  the  policy  on  the  ist  day  of  January, 

I  day  we  have  assumed  to  be,  in  this  case,  the  first  day  of  the 

r  year, 
obtain  the  net  value  on  any  day  during  a  month,  divide  the 

Illy  difference  by  thirty,  in  order  to  obtain  the  daily  difference ; 

hen  use  the  daily  difference  in  a  manner  entirely  similar  to  that 
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indicated  above  for  finding  the  value  of  the  policy  at  tiie  beginning 
of  any  month. 

PoHcies  are  taken  out  any  day  of  the  year,  and  it  is  usual  in  life 
insurance  companies  to  have  the  net  valuation  of  all  policies  com- 
puted on  some  one  day  every  year.  The  day  fixed  for  these  valua- 
tions is  generally  the  31st  of  December. 

The  question  will  then  arise  every  year,  What  is  the  net  value,  on  , 
the  31st  of  December,  of  each  policy  in  force  on  that  day  ? 

First  determine  what  policy  year  the  given  policy  is  in  at  the  time. 
Obtain  its  net  value  at  the  beginning  of  that  policy  year,  and  its  net 
value  at  the  end  of  that  policy  year.  Take  the  difierence  between 
these  two  net  values:  divide  this  difference  by  twelve,  in  order  to 
obtain  the  monthly  difference  in  the  net  value ;  divide  the  mondily 
difference  by  thirty,  in  order  to  obtain  the  daily  difference  in  net 
value.  Then  fix  the  month  and  day  of  the  calendar  year  on  which 
the  policy  was  issued.  The  number  of  months  and  days  that  have, 
on  the  31st  of  December,  elapsed  since  the  beginning  of  the  policy 
year,  will  become  known,  and  the  net  value  of  the  policy  on  the  31st 
day  of  December  can  be  determined  by  the  general  method  above 
indicated. 

If  the  net  premium  the  company  has  agreed  to  receive  is  less  than 
that  called  for  by  the  designated  data,  then,  since  the  deposit  at  the 
end  of  any  policy  year  must  be  such  an  amount  as  will,  when  added 
to  the  value  at  that  time  of  the  legal  net  premium,  be  equal  to  the  net 
single  premium  at  that  time,  it  follows  that  whenever  a  company 
makes  contracts  of  life  insurance  at  a  rate  of  net  premium  less  than 
that  called  for  by  the  legal  standard  of  safety,  it  must  have  at  the 
end  of  a  policy  year,  in  deposit,  in  addition  to  the  net  value  above 
determined,  an  amount  equal  to  the  value  at  that  time  of  a  series  of 
net  premiums  each  of  which  is  equal  to  the  difference  between  the 
net  premium  called  for  by  the  standard  and  the  net  price  the  com- 
pany has  agreed  to  receive. 

The  theory  of  net  values  assumes  that  the  net  premium  is  paid  in 
advance.  All  calculations  are  based  on  a  table  of  yearly  mortality 
and  interest  at  a  fixed  rsiteper  annum.  Your  committee  recommend 
that  every  life  insurance  company  be  charged  with  the  net  value  of 
every  policy  reported  to  be  in  force,  and  that  the  companies  be 
required  to  have  in  hand  bona-fide  assets  to  meet  the  liabiUty.  This 
will  keep  out  of  the  accounts  the  long  lists  of  **  policies  not  taken," 
and  save  a  world  of  complication  and  doubt  by  excluding  all  unpaid 
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and  deferred  premiums,  and  in  this  respect  make  the  practice  conform 
to  the  theory — -payment  in  advance, 

SUBRENDER   CHARGE   AND   CONSEQUENT   SURRENDER  VaLUE. — A 

discussion  of  the  question  of  equitable  surrender  charge  necessarily 
takes  us  out  of  the  field  of  net  calculations  proper,  and  brings  us  in 
direct  contact  with  matters  of  a  practical  business  nature,  such  as  ex- 
penses, profit,  loss,  etc.  In  the  opinion  of  your  committee,  the  sub- 
ject of  net  values  is  of  primary  importance  in  life  insurance,  but  it  is 
far  fi-om  beuig  all  that  is  necessary  in  this  business. 

Although  less  generally  understood,  the  subject  of  net  values,  when 
once  fully  explained,  is  much  the  easiest  part  of  life  insurance,  both 
in  theory  and  practice.  Your  committee  are  satisfied  that  the  special 
province  of  state  supervision  is  mainly  in  the  field  of  net  values  de- 
termined by  calculations  made  upon  certain  data  designated  by  the 
state  as  furnishing  the  standard  of  legal  safety,  and  that  in  keeping  the 
question  of  expenses  constantly  subordinate  to  or  controlled  by  the 
test  of  net  values,  very  much  that  pertains  to  these  ordinary  business 
questions  must  be  left  to  settlement  between  the  companies  and  the 
policyholders. 

We  attach  great  significance  to  a  remark  made  by  the  president  of 
this  convention  at  the  commencement  of  its  proceedings.  He  said, 
"  The  true  object  and  aim  of  governmental  su^rvision  should  be  to 
aflford  the  ftillest  protection  to  the  public  with  the  least  possible  an- 
noyance or  expense  to,  or  interference  with,  the  companies." 

It  will  be  remembered  that  in  calculations  of  net  values  no  provi- 
sion is  made  for  expenses.     Therefore,  after  having  determined  the 
net  premium,  an  additional  charge  must  be  made  in  order  to  defi-ay 
expenses,  and  in  stock  companies  provision  made  for  profit,  and  in 
mutual  companies  it  is  usual  to  provide  for  "  dividends"  or  return  of 
surplus,  and  in  prudent  companies  it  is  usual  to  provide  a  margin  for 
contingencies'. 
This  addition  to  the  net  premium  is  technically  called  the  "  load- 
he  whole  of  the  net  premium,  and  net  interest 
t  legal  standard  of  safety,  to  pay  cost  of  in- 
\  requisite  deposit,  if  the  expenses  are  more 
all  other  resources  outside  of  the  net  premium 
provide,  it  will  be  found,  when  the  net  valua- 
requisite  deposit  is  encroached  upon;  and 
te  assumes  to  say  to  a  company  created  by 
intact  the  legal  standard  of  safety,  or  cease 
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In  case  the  "  loading**  and  other  resources  of  a  company  should 
prove  to  be  in  excess  of  expenses  and  all  claims  other  than  those 
provided  for  by  net  premiums  and  net  interest  thereon,  profit  will 
result.  But  in  view  of  the  great  and  increasing  number  of  policies 
that  lapse  or  are  surrendered,  it  would  be  dangerous  to  permit  com- 
panies to  assume  that  all  their  existing  policies  will  continue  in  the 
company  to  maturity,  and  that  their  fiitiure  yearly  expenses  will  be 
certainly  a  given  amount  less  than  the  loading,  and  place  in  their  ac- 
counts, under  the  guise  of  assets  realized  and  on  hand,  the  amount  of 
supposed  profits  the  company  may  make  in  the  future  because  of 
premiums  receivable  loaded  in  excess  of  fixture  expen^.  In  this 
connection  especial  attention  is  called  to  the  following  : 

Extract  firom  the  report  of  a  committee  of  the  British  Parliament  in 
1853.  [The  party  under  examination  was  the  actuary  of  the  "  Royal 
Exchange  assurance  office."] 

Question  :  "  Do  you  think  there  is  any  thing  peculiar  in  the  cha- 
racter of  life  assurance  business  which  would  justify  the  legislature  in 
interfering  with  it  in  a  way  different  firom  other  business  ?" 

Answer :  "  Yes ;  both  on  account  of  the  long  period  over  which 
the  contracts  extend,  and  especially  for  this  reason:  that  life  as- 
surance offices  are  now  taking  to  make  up  their  accounts  on  princi- 
ciples  that  would  be  touted  firom  any  other  department  of  commer- 
cial  enterprise." 

Question :  "  Will  you  explain  what  principle  you  mean  ?" 

Answer:  "The  practice  of  anticipating  future  profits  and  treating 
them  as  assets.  Allow  me  to  suppose  the  case  of  a  bank  making  up 
its  accounts :  it  owes  to  its  depositors  ^^i, 000,000 ;  it  has  on  hand 
^^900,000 ;  it  puts  down  as  an  additional  item  of  assets,  profits,  we 
will  say  at  the  rate  of  ^^^  10,000  a  year,  valued  at  twenty  years*  pur- 
chase; by  that  means  it  makes  its  assets  ;;^i, 100,000,  against 
^1,000,000,  and  the  result  is  stated  to  be  a  surplus  of  ;^i 00,000. 
That  principle  would  never  be  adopted  in  a  bank,  and  I  think  it 
ought  not  to  be  adopted  in  an  assurance  company.** 

Question  :  "  But  does  it  exist  in  assurance  companies  ?*' 

Answer :  "  It  is  done.** 

Question :  "  Is  it  done  by  assurance  companies  generally,  or  only 
in  particular  cases  ?** 

Answer:  "It  is  in  considerable  use,  and  the  practice  is  ex- 
tending.** 

In  reference  to  the  question  of  valuation,  by  using  the  loaded  in 
stead  of  the  net  premiums,  Prof.  Elizur  Wright,  consulting  actuary. 
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in  X  written  communication  read  by  him  to  this  convention,  see  page 
49,)  says,  "  It  requires  a  great  degree  of  judgment  and  experience  in 
addition  to  mathematics,  to  solve  the  question  whether  a  company 
should  be  allowed  to  go  forward  and  issue  new  policies  or  should  be 
restrained.  As  a  test  of  this,  a  net  valuation  does  not  begin  to 
approach  the  subject" 

Mr.  Sheppard  Homans  says,  (seepage  155,)  "It  is  claimed  by 
some  of  its  advocates  that  a  «^/  valuation  is  a  test  of  the  solvency  of 
a  company."  .  .  "Of  itself  it  affords  no  test  of  solvency ;"  .  . 
"  the  financial  condition  of  any  company  can  only  be  accurately  ascer- 
tained by  the  proper  consideration  of  the  gross  premiums  receivable." 

Mr.  D.  P.  Fackler  says,  (see  page  179,)  "  I  agree  entirely  with 
my  predecessor  that  n^t  valuation  is  not  a  test  of  solvency."  Like 
opinions  are  expressed  by  others  whose  statements  are  included  in  the 
published  proceedings  of  the  first  session  of  this  convention. 

Hon.  William  Barnes  says,  (page  149,)  "  I  am  rather  astonished 
by  some  of  the  views  presented  by  our  great  authorities  on  the  subject 
of  life  insurance — of  some  of  our  best  actuaries  who  have  been  heard 
this  evening." 

•Prof.  Elizur  Wright  says,  (page  53,)  "  I  have  with  some  care 
studied  what  has  been  written  on  the  other  side  of  the  water  by  the 
British  institute  of  actuaries,  a  very  learned  and  capable  body  of  men. 
I  won't  say  they  are  owned  *  body  and  soul '  by  the  life  insurance 
companies  of  Great  Britain,  but  I  do  say  they  are  not  owned  by  the 
public  outside  of  the  life  insurance  companies." 

Your  committee  concur  with  the  opinion  expressed  in  1865,  by  the 
Massachusetts  insurance  commissioner  before  quoted,  and  believe 
that  "  It  is  the  net  value  of  the  poUcy  only  which  is  the  test  of  sol- 
vency, if  that  word  is  to  have  any  valuable  application  to  life 
insurance."  Certainly,  so  far  as  this  matter  comes  within  the  pro- 
vince of  state  supervision,  based  upon  a  designated  legal  safe  table  ot 
mortality  and  rate  of  interest. 

Insurance  Value. — In  the  preface  to  Wright's  new  valuation 
tables,  insurance  value  is  defined  to  be  "  the  present  value  of  all  the 
normal  contributions  which  a  policy  is  liable  to  make  for  the  settle- 
ment of  claims  other  than  its  own."  He  says,  (see  p.  8,)  "  If  a  policy 
is  worth  to  a  company  the  present  value  of  what  it  will  contribute  to 
claims,"  etc.,  .  .  .  and  we  find,  in  apparent  accord  with  this 
assumption,  that  Prof.  Bartlett  seems  to  consider  that,  in  case  a  policy 
is  paid  for  by  a  nef  single  premium,  the  reserve  at  the  end  of  any 
policy  year  (which  in  this  case  is  the  net  single  premium  that  will  at 
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me  effect  the  insurance  and  which  has  been  paid  by  the  policy- 
) — must  have  the  insurance  value  taken  out  of  it  by  the  com- 
n  case  the  policyholder  withdraws.  This  has  no  "  if "  in  it, 
sumes  and  asserts  in  this  case,  that  ''  a  policy  is  worth  to  a 
my  the  present  value  of  what  it  will  normally  contribute  to 
,"  and  certainly  has  the  merit  of  being  a  definite  and  positive 
►n  of  the  question  of  surrender  charge,  if  it  is  once  admitted 

policy  is  worth  to  the  company  the  present  value  of  what  it 
)rmally  contribute  to  claims. 

reference  to  the  table  given  on  page  64  of  this  report,  it  will 
;n  that  at  the  end  of  any  policy  year,  by  taking  the  future 

cost  of  insurance,  and  discounting  this  for  each  respective 
ve  can  obtain  the  present  value  of  the  contributions  the  pohq 

make  to  death-daims ;  but  if  this  amount  is  paid  by  the 
holder  to  the  company,  he  is  in  equity  entitled  to  insurance 
on  the  amount  at  risk  as  shown  by  that  table ;  for  the  theory  on 
calculations  of  net  values  in  life  insurance  is  based  does  not 
le  for  the  case  of  a  company  compelling  the  insured  to  pay, 
len  not  giving  him  the  insurance  he  has  paid  for. 

have,  however,  no  disposition  to  press  upon  the  actuaries,- at 
It,  our  views  of  insurance  value,  as  the  means  of  calculating  the 
at  of  a  surrender  charge — and  with  the  single  remark  that 
Bartlett  modifies  the  solution  in  case  the  policy  is  paid  for  by 
anual  premiums,  by  the  condition,  "  if  continued  in  the  com- 
in  its  present  condition,"  we  will  now  notice  in  a  general  way, 
some  of  the  solutions  of  this  question  offered  by  Prof.  Wright, 
ving  assumed  that  a  policy  is  worth  to  a  company  the  present 
of  what  it  will  normally  contribute  to  claims,  he  says,  (see  page 
reface,)  "  But  when  we  come  to  the  question  of  surrender 
e,  we  are  to  consider  not  what  the  individual  policy  actually 
3ut  what  it  is  worth  to  keep,  or  what  it  would  cost  to  get  another 
y  valuable  to  keep."  It  seems  firom  this,  that  ProC  Wright  does 
ropose  to  solve  the  question  of  surrender  charge  direct^  by  means 
lat  he  calls  insurance  value,  but  rather  to  find  by  ordinary  busi- 
:onsiderations  what  it  would  cost  to  get  another  policyholder 
ly  valuable  to  keep,  and  then  find  what  per  cent  this  would  be 
\  insurance  value.  He  is  understood  to  have  fixed  upon  6  per 
n  a  bill  advocated  by  him  before  the  Massachusetts  legislature 
last  session.  He  favored  8  per  cent  in  his  illustratioDs  before 
onvention,  and  in  the  same  communication  stated,  (see  proceed- 
p.  55,)  '<  My  position  on  this  subject  is  that,  supposing  the  life 
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lobe  as  good  as  the  average — and  I  think,  as  a  matter  of  fact,  that 
IiTCs  selected  out  by  themselves  are  not  generally  better  than  those 
selected  in  by  the  company— the  member  ought  to  pay  the  company 
twice  the  amount  that  it  costs  to  get  the  same  amount  of  business  of 
the  same  insurance  basis  or  value."  We  leave  the  question  of  in- 
nirance  value — not  the  method  of  calculating  it,  for  that  is  just  as 
easy  as  the  calculations  of  other  rut  values  in  life  insurance ;  but  the 
manner  of  applying  it  in  determining  surrender  charge,  loading,  and 
an  equitable  assessment  of  expenses — to  the  actuaries  for  fiuther  dis- 
cussion amongst  themselves,  before  they  press  it  upon  the  public  as  the 
remedy  for  existing  evils. 

The  present  value  of  the  sums  the  policy  would  contribute  from 
year  to  year,  if  continued  in  the  company  in  its  present  condition,  to 
pay  death-claims  on  other  poUcies,  will  pay  in  advance  for  all  the  in- 
surance the  policyholder  will  get  from  the  company  if  he  remains  in 
it,  because  it  pays  for  insurance  on  the  amount  the  company  has  at 
lisk  from  year  to  year,  and  the  poUcyholder's  own  money  on  deposit 
makes  up  the  balance  of  the  policy.  With  the  light  before  us,  we 
have  utteriy  failed  to  see  that  this  has  any  relation  to  the  siurender 
diarge  a  company  should  make  in  case  a  policyholder  withdraws. 
When  the  actuaries  agree  amongst  themselves  on  this  point,  the  sub- 
ject will  merit,  apd  will  probably  receive,  further  consideration  at  the 
hands  of  those  most  interested — ^the  policyholders  and  the  companies. 
In  the  mean  time  we  eamesdy  recommend  that  the  '*  value  of  a  policy- 
holder to  a  life  insurance  company  to  keep,"  and  *'  the  cost  of  getting 
another  into  the  company  equally  valuable  to  keep,"  be  at  least  ap- 
proximately determined  upon  between  the  parties,  and  distincdy 
stated  in  the  policy,  which  is  the  insurance  contract. 

Your  committee  consider  that  when  it  is  conceded  that  the  net 

value  of  a  policy — the  deposit  or  reserve  at  the  end  of  any  policy 

year — ^is  composed  entirely  of  the  policyholder's  own  money,  and  on 

the  theory  of  net  values  can  never  be  used  by  the  company  for  any 

f  effecting  the  insurance  of  this  particular 

^re  occasion  to  determine  upon  an  equita- 

Lt  has  to  fix  the  loading  or  expenses. 

ation  is  called  to  what  Prof.  Wright  says 

before  this  convention,  (see  page  56,)  as . 

hether  they  are  my  principles,  or  any  body 

as  will  enable  me  to  continue  in  the  busi- 

;nt  business  men,  hold  my  head  up  before 
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them,  if  I  explain  to  them  the  dealing  of  the  company  in  their  par- 
ticular case." 

It  is,  we  think,  fair  to  assume  that  an  important  subject  like  this,  if 
thoroughly  discussed  in  the  spirit  indicated  by  the  above  remarks  of 
Prof.  Wright,  will  ultimately  be  settled  upon  sound  business  princi- 
ples, resulting  in  practical  equity  to  all— companies  and  policyholdos, 
insurers  and  insured. 

Dr.  Lambert,  in  an  elaborate  address  to  the  convention,  (see  page 
III,)  said,  "  A  young  company  will  find  in  twenty  of  its  fiiture  pre- 
miums more  than  enough  to  cover  its  liabilities,  and  will  be  more 
than  solvent  without  a  dollar  of  reserve.  A  negative  reserve,  even, 
is  not  insolvency  to  a  young  company,  especially  if  it  has  a  large 
proportion  of  truly  best  risks — ^the  best  assets  of  any  company,  ex- 
cept it  may  be  those  moral  and  intellectual  assets  which  will  enable 
it  to  get  more  risks  of  the  same  kind." 

We  are  far  from  being  prepared  to  recommend  that  in  the  super- 
vision of  the  accounts  of  life  insurance  companies,  state  officers  of 
insurance  should  accept  the  companies'  statement  of  their  moral  and 
intellectual  assets  as  giving  legal  security  on  the  designated  standard 
of  safety  for  paying  the  amount  of  the  policies  to  widows  and  orphans 
of  policyholders  that  die.  On  the  contrary,  we  distincdy  recommend 
that  the  state  by  whose  authority  life  insurance  corporations  are 
created,  shall  designate  a  table  of  mortality  and  rate  of  interest,  upon 
which  calculations  of  net  values  in  this  business  shall  be  made,  and 
that  all  companies  be  rigidly  held  to  the  standard  of  safety  thus 
established. 

Hon.  E.  A.  Rollins  says,  (see  p.  159,)  "It  is  respectfully  sub- 
mitted that  the  laws  of  the  states  relating  to  life  insurance  should  be 
so  modified  as  to  recognize  and  foster  stock  or  proprietary  com- 
panies, especially  in  this,  that  when  their  capital  is  large,  the  reserve, 
vhich  in  addition  to  their  capital  they  shall  be  required  to  maintain, 
shall  be  based  upon  interest  at  the  same  rate  per  cent  as  that  upon 
which  their  premiums  are  calculated,  not  exceeding  six  per  cent  per 
annum." 

This  principle  is  ably  advocated  in  his  communication  and  various 
others  submitted  tt)  the  conunittee,  and  printed  in  the  proceedings  ot 
the  convention,  and  approved  by  an  array  of  names  very  influential 
on  the  subject  of  life  insurance,  as  will  be  seen  in  the  published  pro- 
ceedings, and  it  is,  herefore,  not  necessary  to  repeat  their  views  in 


1 


Digitized  by 


Google 


77 

full  herei  or  even  name  ail  the  distinguished  men  T(ho  advocate 
them. 

Mr.  E.  W.  Peet,  secretary  of  a  life  company,  sajrs,  (see  page 
174,)  "  To  compel  all  companies  to  make  a  reserve  at  4  per  cent,  is 
forbidding  any  life  insurance  company  to  agree  to  pay  to  its  policy- 
holders more  than  four  per  cent  interest."  ..."  Why 
should  persons  who  loan  their  money  to  life  insurance  companies 
be  prohibited  from  receiving  by  contract  more  than  four  per  cent 
interest  ?" 

The  purchaser  of  a  life  poHcy  is  not  in  this  transaction  loaning 
money.  He  buys  the  article  and  pays  for  it.  If  he  pays  too  much, 
that  is  his  business.  The  state  interferes  only  to  say  that  the  seller 
of  a  life  insurance  policy  must  show,  at  least  once  a  year,  his  or  its 
financial  ability,  judged  on  data  designated  by  the  state  as  safe,  to 
pay  the  policy  at  maturity.  There  is  perhaps  in  the  whole  range  of 
erroneous  views  entertained  about  life  insurance  none  worse  than  the 
idea  promulgated  very  widely,  that  when  a  person  purchases  and  pays 
for  a  policy  on  his  life,  besides  getting  his  life  insured  for  a  large 
amount  compared  with  the  premium  he  pays,  he  is  in  addition  lend- 
ing this  premium  to  the  company  at  a  reasonably  good  rate  of  inter- 
est The  "  investment  of  premiums  paying  40  and  50  per  cent  divi- 
dends per  annum,"  as  talked  all  over  the  country  by  many,  is  consi- 
dered too  absurd  to  justify  comment  at  this  time. 

To  return  to  Mr.  Peet's  statement,  (see  page  176,)  he  says, 
"  Capitalists  will  not  invest  in  this  or  any  other  business,  unless  there 
is  some  hope  of  profit.  The  profits  will  be  so  long  deferred  if  a  4  or 
4j^  per  cent  reserve  is  required  of  the  low  premium  companies,  that 
capitalists,  accustomed  as  they  are  to  receive  quick  returns,  will  not 
invest  their  funds  in  this  busmess.  Therefore,  establishing  a  reserve 
upon  a  higher  (lower  ?)  rate  of  interest  than  that  upon  which  the 
premiums  are  based,  will  effectually  prevent  stock  companies  with 
capital  from  being  established." 

Your  committee  do  not  see  that  this  view  of  the  subject  is  correct; 
but  e\'en  if  it  were  strictly  so  in  every  particular,  we  are  not  prepar- 
ed to  recommend  that  the  states  lower  the  designated  standard  01 
safety  in  order  "  to  foster  stock  or  proprietary  companies."  We 
have  given  some  consideration  to  the  question  whether  "  establish- 
ing a  reserve  upon  a  higher  (lower?)  rate  of  interest  than  that  upon 
which  the  premiums  are  based,  will  effectually  prevent  stock  compa- 
Dies  with  capital  from  being  established"  ? 

For  the  sake  of  illustration,  we  take  the  rate  of  interest  that  Mr. 
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Rollins  asserts  has  been  made  by  insurance  companies  in  the  past, 
and  which  he  relies  upon  as  safe  for  the  future,  namely,  7  per  cent 
per  annum.  We  require,  in  this  table,  that  the  deposit  shall  not  only 
be  equal  to  that  called  for  by  4j4  per  cent,  but  we  bring  this  up  to 
the  real  standard  of  safety  established  by  the  state,  and  show,  on  this 
data,  that  from  a  six  per  cent  net  premium  the  company,  will  at  the 
end  of  the  frrst  year,  begin  to  receive  back  a  part  of  the  capital 
it  has  advanced. 

When  a  life  insurance  company  issues  policies  at  rates  of  net  pre- 
mium less  than  called  for  by  the  established  legal  standard  of  safety, 
and  place  their  own  capital  to  the  credit  of  the  policies,  in  order  to 
.  conform  to  this  standard,  it  can  not  be  held  that  the  capital  is  impair- 
ed in  any  sense  affecting  the  real  security  of  the  policies.  In  these 
net  valuations  it  is  essential  that  the  deposit  at  the  end  of  each  year 
shall  be  such  an  amount  as  will,  when  the  value  at  that  time  of  the 
future  net  premiums  is  added  thereto,  make  up  the  «^/ single  premium 
which  will  at  that  time,  on  the  legal  data,  eflfect  the  insurance.  The 
state  does  not  assume  to  say  who  shall  furnish  the  money  that  forms 
this  deposit.     It  is  enough  that  it  is  on  hand  in  available  assets. 

Your  committee  do  not  wish  to  be  understood  as  arguing  against 
the  establishment  of  stock  or  proprietary  companies,  but  we  do 
earnestly  desire  that  correct  information,  from  every  source,  relative 
to  the  whole  subject  of  life  insurance,  in  all  its  phases,  shall  be  wide- 
ly disseminated 

It  will  be  noticed  that  the  table  is  constructed  upon  net  values,  and 
it  should  be  borne  in  mind  that  the  loading  is  generally  more  than 
enough  to  pay  expenses,  and  that  when  a  limited  number  of  share- 
holders receive  profits  yearly,  arising  fix)m  the  excess  of  loading  over 
expenses,  on  a  large  number  of  premiums,  the  profits  from  this  source 
'alone  may  well  be  very  great 

It  is  maintained  by  those  who  are  believed  to  know,  that  the  tables 
Df  mortality  in  use  show  a  higher  death-rate  than  will  actually  occur, 
which,  if  true,  will  be  a  large  additional  source  of  profit  to  the  share- 
"holders,  besides  profits  that  may  and  do  often  arise  from  suirender 
charges  and  forfeitures. 

It  should  be  borne  in  mind  too,  that  the  company  holds  the  stakes. 
Not  only  do  the  capitalists  retain  the  control  of  their  own  money, 
out  (hey  have  possession  of  the  money  paid  by  the  whole  number  of 
policyholders. 

Leaving  profits  from  the  prolific  sources  enumerated  above  to  be 
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estimated  by  those  interested,  we  give  the  table  of  net  values  insert- 
ed below,  merely  as  an  illustrative  view  of  what  the  company  would 
be  compelled  to  advance  out  of  the  resources  of  shareholders  after 
^t  first  year,  in  order  to  keep  the  deposit  or  reserve  up  to  the 
standard  of  safety  established  by  the  state  for  those  whose  polidet 
will  become  due  <'  at  a  distance  almost  beyond  the  horizon.'' 
The  table  assumes  a 
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We  win  fondude  our  remarks  upon  the  claim  advanced  by  stock 
companies  to  have  the  laws  modified  in  their  favor  by  a  few  extracts 
(rom  high  authority : 

Hon.  Elizur  Wright,  commi 
Massachusetts,  in  his  report  for 
^  There  can  hardly  be  a  happier 
which  has  obtained  a  right,  by 
receiving  fix)m  the  proceeds,  first 
as  a  sure  thing,  and  secondly,  tw< 
fits,  that  is,  premiums  proving  to 
flourishing  business."  Again,  in  h 
to  us  that  in  a  community  where 
rife,  and  wealth  so  abundant,  the 
wanting,  though  it  were  restricte< 
than  the  maximum  of  ordinary  s 
at  the  outside.  Whatever  othei 
that  Massachusetts  will  maintain 
general  statutes,  and  keep  life  im 
mutuality,  or  a  return  of  the  mail 
Same  report,  (page  345,)  "  The 
whether  the  stimulus  of  a  perma] 
imless  it  is  permanently  limited  a 
of  success."  On  page  306  he 
commercial  solvency  is  required 
page  323,  **  Nothing,  perhaps,  1: 
practical  actuaries,  than  the  use 
life  insurance  companies.  Great 
played  on  formulas  to  ascertain  tli 
distribution  of  surplus,  while  thei 
between  actual  and  fiiture  surplu 
between  actual  and  prospective  su 
the  highest  English  authorities." 
with  some  reason  be  presumed  tha 
at  least,  for  another  generation,  ai 
make  up  the  deficiency,  should  1 
ample,  at  least,  so  long  as  the  a 
gether  are  not  less  than  a  four  pe 

Before  passing  firom  this  brand 
report,  we  desire  to  call  the  attent 

Notes  or  Loans  considere: 
AMD  Surrender  Charge. — Aftei 
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end  of  any  policy  year  has  been  calculated,  and  the  surrender  charge 
which  must  be  made  at  that  time  in  order  to  preserve  unimpaired  the 
insurance  strength  of  the  company,  in  case  the  policyholder  withdraws, 
has  been  determined  upon ;  by  subtracting  the  latter  from  the  former, 
we  obtain  the  maximum  limit  of  credit  the  company  can  safely  extend 
to  the  policyholder,  by  loan  or  otherwise. 

In  case  the  company  and  the  policyholder  have  determined  that  no 
surrender  charge  is  necessary,  credit  can  be  given  at  the  beginning  of 
any  policy  year  to  the  full  amount  of  the  net  value  at  the  end  of  that 
year.  Credit  can  not  be  given  to  a  greater  amoimt,  because,  in  case 
the  policyholder  does  not  die  during  that  year,  all  that  part  of  his  net 
premium  that  is  not  required  to  form  the  deposit,  which  is  the  net 
value  at  the  end  of  the  year,  is  required  to  pay  death-claims  on  other 
policies,  and  it  is  not  admissible  for  a  company  to  pay  the  heirs  of  one 
policyholder  in  the  notes  of  another  policyholder. 

The  effect  of  granting  credits  to  an  amount  equal  to  the  reserve  in 
the  extreme  case  that  the  policyholder  lives  to  the  table  limit  of  age, 
win  be  that  the  policy  will  be  paid  entirely  in  the  notes  of  the  policy- 
holder at  his  death,  whilst  he  will  have  paid  in  cash,  every  year  that 
he  has  been  in  the  company,  his  proportion  of  the  expenses  of  the 
company,  and  his  proportion  of  the  death-claims  of  every  policy 
other  than  his  own. 

We  refbain  from  further  comment  on  this  subject  of  premiums  paid 
partly  by  notes,  or  loans,  or  other  credits,  because  it  was  not  submit- 
ted to  this  committee  any  further  than  it  is  directly  connected  with  that 
of  net  value,  or  of  surrender  charge. 

The  great  and  rapidly  increasing  Number  of  different 
Kinds  of  Life  Policies. — In  the  preface  to  Professor  Wright's  valua- 
tion tables,  page  6,  it  is  stated  that  "  To  conduct  a  company  either 
with  reference  to  permanent  profit  as  a  stock  company  or  equity  and 
stability  as  a  mutual  one,  with  the  present  great  variety  of  policies,  it  is 
ahnost  as  important  to  know  the  insurance  value  as  the  self-insurance 
or  reserve." 

Hon.  George  W.  Miller,  superintendent  of  the  insurance  de- 
partment of  New-York,  says  in  his  official  report  for  1870,  "It  is 
believed  to  be  a  fiEu:t,  now  causing  quite  general  complaint,  that  there 
are  too  many  complicated  schemes  or  plans  of  insuring  and  conduct- 
ing companies,  as  well  as  too  many  and  too  elaborate  forms  of  con* 
tract  or  policy."  ...  "  It  is  difficult  to  perceive  any  excuse  for  the 
promulgation  of  so  many  theories  and  schemes,  except  upon  the 
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ground  that  they  are  intended  to  accomplish  just  what  is  accomplish* 
ed,  to  wit,  the  entering  into  contracts  by  the  insured,  the  true  force 
and  effect  of  which  they  do  not  imderstand." 

The  report  of  the  insurance  commissioner  of  Kentucky  for  1870 
says,  "  There  is  an  almost  endless  variety  of  combinations  and  com- 
plications of  conditions  now  being  introduced  into  life  insurance  con- 
tracts, until  even  the  actuaries  in  some  cases  seem  to  have  become 
confused." 

It  is  suggested  that  life  insurance  companies  and  the  actuaries-  lend 
their  influence  to  lessen  the  increasing  confusion  arising  from  the  pre- 
sent great  variety  of  policies,  and  use  their  learning  to  impart  to  the 
educated  public  correct  and  practical  knowledge  of  the  simple  princi- 
ples upon  which  true  life  insurance  is  founded. 

Your  committee  are  amazed  to  find  that,  in  the  short  period  since 
life  insurance  was  introduced  into  the  United  States, "  some  companies 
in  their  prospectuses  propose  to  issue  as  many  as  eight  or  nine  hundred 
varieties  of  policies,  each  of  which  would  require  a  distinct  table  of 
surrender  values."  We,  therefore,  respectfully  ask  of  this  convention 
to  urge  upon  officers,  actuaries,  and  agents  of  companies  to  go  back 
to  the  first  principles  of  real  life  insurance,  and  abandon  at  least  eight 
hundred  of  the  nine  hundred  varieties.  When  this  has  been  done, 
something  like  a  imiform  designation  of  differ'^.nt  kinds  of  policies  may 
be  determined  upon  and  adopted. 

Your  committee,  at  the  suggestion  of  members  of  the  convention, 
desire  to  say  a  few  words  in  reference  to  the  very  great  and  rapidly 
increasing  number  of  policies  that  are  yearly  allowed  to  lapse.  We 
have  been  requested  to  investigate  this  question,  with  a  view  to  fixing 
upon  the  average  rate  at  which  life-policies  lapse,  and  introduce  this 
into  the  subject  oirui  calculations.  At  present  we  have  no  sufficient 
data  on  which  to  base  this  kind  of  calculation,  and  feel  no  disposi- 
tion to  treat  lapsed  policies  as  properly  pertaining  to  net  values,  even 
if  we  knew  now  just  what  ptoportion  of  policies  will  in  the  future  be 
allowed  to  lapse  in  each  company.  We  are  however,  disposed  to 
treat  this  subject  as  one  of  great  practical  importance  to  companies 
and  to  policyholders ;  arising  principally  firom  the  fact  that,  as  at  pre- 
sent conducted,  there  seems  to  be  very  great  if  not  unnecessary  ex- 
pense incurred  in  getting  a  policyholder  into  a  company.  We  there- 
fore suggest  that,  in  case  of  lapse,  the  company  should  make  out  an 
itemized  account  of  all  the  indebtedness  and  dues  of  the  policyhol- 
der to  the  company,  deduct  this  firom  the  net  value  of  the  policy  at 
the  time  it  lapsed,  credit  the  balance  to  the  policyholder^  and  settle 
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Ihe  account  by  either  issuing  a  full  paid  policy  for  the  amount  this 
snm  would  then  purchase^  or  returning  the  money,  as  may  be  agreed 
upon. 

We  are  dear  in  the  opinion  that  polides  are  surrendered  or  allow 
cd  to  lapse,  not  because  policyholders  are  at  the  time  in  good  health, 
but  very  often  from  inability  to  pay  the  premium.  Sometimes,  no 
doubt,  this  occurs  because  the  policyholder  no  longer  needs  to  insiu'e 
his  life.  But  it  is  believed  that  much  the  larger  portion  of  surrender- 
ed and  lapsed  policies  arise  from  misapprehension  on  the  part  of 
policyholders  at  the  time  of  taking  out  the  policy  in  regard  to  its 
precise  nature  and  effect  It  is  not  harsh  to  say  that  this  arises  often 
from  the  fact  that  agents  do  not  take  the  pains  to  explain,  even  when 
they  themselves  understand,  the  exact  nature  of  the  policy  they  sell. 

llie  companies  have  not,  as  a  rule,  shown  any  over-anxiety  to  have 
other  than  favorable  views  presented  to  the  policyholder  at  the  time 
d*  signing  the  contract 

Full  information,  fair  and  candid  dealing  at  the  time  the  policy  is 
issued  is  absolutely  essential,  if  companies  desire  to  diminish  the  num- 
ber of  policies  surrendered  and  allowed  to  lapse. 

This  general  principle  is  applicable  to  all  kinds  of  business.  Life 
insurance  forms  no  exception  to  this  rule,  nor  to  the  fact  that  success 
in  business  does  not  neceparily  depend  upon  the  amount  of  business 
done.  Again,  we  advise  and  urge  that  the  terms  of  the  contract — the 
policy— be  made  explicit  and  fair.  This,  it  is  believed,  will  do  more 
to  make  life  insurance  companies  solid  bodies  than  will  ever  be  effect- 
ed by  the  "  cohesive  force  "  it  is  proposed  to  apply  to  policyholders, 
by  means  of  what  is  styled  "  a  function  of  insurance  value." 

Knowledge  of  this  subject  of  life  insurance,  full  and  explicit  infor- 
mation, fa  what  fa  needed.  It  will  not  hurt  officers  of  companies,  di- 
rectors, trustees,  or  agents,  and  it  fa  essential  that  some  of  the  policy- 
holders should  understand  thfa  subject.  What  shall  we  say,  in  thfa 
connection,  in  reference  to  the  makers  of  the  laws  regulating  this  im- 
portant business,  or  to  the  state  officers  appointed  to  carry  these  law? 
ipto  effect  ?  We  can  say  nothing  in  reply  to  thfa  question,  leavmg 
those  interested  each  for  himself  to  make  up  his  own  answer. 

We  desire  to  call  special  attention  to  the  following  extract  from  the 
letter  of  Mr.  F.  S.  Winston,  (p.  137,  published  proceedings  conven- 
tion:) 

"  QoTVtct ^mariality  tables  and  a  safe  rate  of  interest  as  a  basfa  for 
rates  of  insurance,  ample  reserves  to  cover  all  contingencies,  and 
tcund  and  rdiabU  assets^  always  avculable^  out  of  which  to  pay  obliga^ 
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(ions  as  they  mature,  are  the  comer-stones  upon  which  life  insnnince 
rests.  Lacking  either,  a  company  will  sooner  or  later  fail  The  busi* 
ness  or  life  insurance  is  now  on  trial  before  the  American  public,  and 
its  verdict  will  greatly  depend  upon  the  course  marked  out  for  it  by 
your  convention." 

SUMMARY. 

We  respectfully  recommend  that  this  convention  approve  the  Ame- 
rican experience  table  of  mortality  and  four  and  a  half  per  cent  inte- 
rest per  annum  as  the  data  now  proper  to  be  designated  by  law  in 
each  of  the  states,  as  the  basis  for  calculating  net  premiums  and  net 
values  of  life  insurance  policies.  That  the  valuation  of  policies  be 
made  seriatim.  And  that,  on  the  31st  day  of  December  in  each 
year,  every  company  be  required  to  show  that  it  has  on  hand,  to 
the  credit  of  each  of  its  policies  then  in  force,  an  amoimt  of  ^mo- 
fiiie  assets  equal  to  the  net  value  of  each  policy  on  that  day,  com- 
puted upon  the  table  of  mortality  and  rate  of  interest  designated 
above.  Tliis  excludes  from  the  accounts  ^'  policies  not  taken,"  ^  un- 
paid premiums,"  and  "  deferred  premiums." 

We  report  that  a  surrender  charge  does  not  pertain  to  net  valua- 
tions, but  belongs  to  what  has  been  called  the  ''commercial  aspects" 
of  life  insurance  or  the  ordinary  business  matters  of  expenses,  profit, 
etc,  which  do  not  enter  into  calculations  oimt  values;  and  that  sur- 
render charge  is  a  proper  subject  for  specific  agreement,  to  be  ex- 
pressed in  the  terms  of  the  contract  made  between  companies  and 
policyholders.  So  far  as  net  calculations  can  go,  the  surrender  value 
at  any  time  is  the  net  value  of  the  policy  at  the  time. 

Instead  of  attempting  to  introduce  uniformity  in  the  designations 
of  the  present  great  variety  of  policies,  we  urgently  advise  the  com- 
panies and  the  policyholders  to  greatly  reduce  the  present  number 
of  different  kinds  of  policies. 

We  recommend  the  acceptance  by  each  state  department  of  the 
valuations  made  by  any  other 
panics  yere  incorporated,)  wh( 
recognizied  principles  and  legal 
policies  and  securities"  required 
made  to  one  state  department 
the  company  was  organized,  a 
organized  insurance  departmen 
to  the  departments  of  other  sta 
superintendent  of  such  state 
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falue  of  an  its  outstanding  policies  on  the  data  designated  above; 
and  that  every  company  that  fails  promptly  to  furnish  the  cc  rtificate 
aforesaid,  shall  be  required  to  make  full  detailed  lists  of  policies  and 
securities  to  the  insurance  department  of  every  state  in  which  it  may 
have  been  transacting  bu^ess  during  the  year  for  which  the  state 
ment  is  made ;  and  shall  be  liable  in  each  state  for  all  charges  and 
expenses  consequent  upon  not  having  furnished  the  certificate  of 
rali'ation  referred  to. 

We  recommend  that  the  power  be  reserved  to  the  principal  insu- 
rance officer  of  each  state  to  examine,  or  cause  to  be  examined,  every 
detail  of  the  business  of  any  company  transacting  business  of  insu- 
rance within  that  state,  whenever,  in  his  judgment,  such  examination 
is  required  by  the  interests  of  the  policyholders  of  such  company. 

Your  committee  desire  that  it  be  understood  we  dp  not  ask  that 
tWs  convention  shall  recommend  that  the  legislatures  of  the  respec- 
tive states  pass  any  laws  abrogating  the  terms  of  existing  legal  con- 
tracts for  insurance.  We  have  had  in  view  the  proper  future  control 
of  this  business,  so  far  as  it  was  referred  to  us  by  this  convention. 
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the  TaHout  •ectiont  of  the  country  asking  prominent  gentlemen  in  the 
financial  and  butineat  world  to  give  their  attention  to  this  question  of 
soch  great  interest  The  following  is  a  copjr  of  the  circular  so  sent,  with 
ftitractf  from  the  answers  that  were  received  in  response : 

The  Circular. 

Frankfort,  Ky.,  Seftember,  1871. 
DsarStr: 

In  May  last  a  national  convention,  composed  of  the  state  officers  of  the 
several  states  of  the  Union,  charged  hy  law  with  the  supervision  of  insure 
ance  affairs,  met  in  New  York,  for  the  purpose  of  discussing  the  relations 
which  the  states  should  assurfke  with  this  great  public  interest,  and  of 
agreeing,  if  possible,  upon  some  plan  for  harmonizing  the  legislation  of 
the  several  states  upon  the  subject. 

Dtion  discussed  a  varietv  of  subjects  relative  to  insurance 
during  its  sitting  was  addressed  by  committees  of  the  New 
er  of  Commerce,  the  National  Board  of  Fire  Underwriters, 
t  Board  of  Fire  Underwriters,  the  Marine,  Life  and  Accident 
nd  other  bodies,  and  adjourned  June  2,  to  meet  again  on 
>ctober,  for  the  further  discussion  and  disposition  of  unfin- 
is. 

e  committees  appointed  for  the  consideration  of  separate 
»  was  the  one  whose  title  heads  this  circular.  This  com- 
istructed  to  consider  the  several  communications  referred  to 
3  obtain  further  information  germain  to  the  subjects  com- 
m,  as  far  as  practicable,  and  report  at  the  adjourned  session 
in  their  judgment,  the  convention  should  take  thereupon, 
nance  of  this  duty  we  have  concluded  to  solicit  the  opinions 
I  and  most  intelligent  capitalists  of  the  country,  in  the  form 
[uestions  herein  proposed,  and  lay  the  same  before  the  con- 
our  report.  We  have,  therefore,  sent  this  circular  to  some 
pal  capitalists  in  each  of  the  following  named  cities :  New 
lelphia.  Boston.  Baltimore,  Richmond,  Savannah,  New 
Louis,  Cincinnati,  Chicago  and  San  Francisco.  Upon  the 
ate  of  interest  depends  especially  the  perpetuity  of  life 

rare  that  the  contracts  of  life  insurance  companies  may  run 
years  before  maturing.  The  question,  then,  of  the  average 
te  of  interest  in  future  years  is  one  of  prime  importance ; 
!,  in  performing  its  functions  of  guardian  over  this  great 
^ould  use  every  means  to  determine  what  likelihood  there  is 
>anies  will  be  able  to  fulfill  their  contracts  with  policyholders  , 
The  committee  are  of  opinion  that  the  most  reliable  infor- 
lis  subject  can  only  be  obtained  b^  collecting,  comparing 
g  the  opinions  of  the  class  of  business  men  to  which  you 

efore,  respectfully,  but  most  earnestly,  request  your  answer 
ing  questions  as  soon  as  practicable,  so  that  they  may  be 
:  before  the  convention,  with  their  report,  on  the  i8tn  of 
>ur  letter  should  be  addressed  to  Henry  S.  Olcott,  Secretary 
lal  Insurance  Convention,  No.  158  Broadway,  New  York. 
8  may  be  as  full  and  explanatory  of  your  views  as  you 

the  report  of  the  proceedings  of  the  convention  will  be  for- 
[1  as  soon  as  printed. 

QyBSTIONS. 

ite  of  interest  is,  in  your  judgment,  likely  to  be  realized  in 
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jour  section  of  the  countrj  on  s 
next  ten  years? 

In  answering  this  question,  plea 
securities ;"  and,  if  the  rate  varies 
each  kind. 

3.  What  rate  of  interest  may  i 
the  hest  real  estate  securities  assi 
ten  years? 

3.  What  will  be  the  effect,  if  ar 
rate  of  interest,  of: 

fi.)  The  increase  of  immigratic 
3.)  Continued  construction  o 
mining  and  manufacturing  open 
resources  of  the  country; 

(3.)  Improved  facilities  of  conr 
with  commercial  centres,  here,  an 

f4.)  The  production  of  the  prec 
5.)  The  negotiation  of  the  pei 
per  cent,  or  a  Tower  rate  of  interei 
(6.)  Of  any  other  events  whicl 
interest  ? 

4.  Extending  the  period  to  twei 
cases  above  cited,  what  variatic 
answers  as  respects  each  of  the  i 
fifty  years  ? 

5.  Specify  what  deductions  front 
should  in  each  case  be  made,  in 
would  probably  be  realized  on  th( 
panies? 

Again  urging  the  importance  o 
We 


GUSTAVUS  V 

ItumrancB  Commtsttoner  of  the  Sii 
Gborgb  M. 

Superintendent  Insurance  Defan 
Oliver  Pil: 

Imeurance  Commissioner  of  the  Si 

The 
Drexel  &  Co.,  34  South  Third 
^.  S.  Olcott,  Esq.,  Secretary. 

Dear  Sir  :  I  have  received  a  ci: 
oropounding  certain  questions. 

To  the  first,  as  to  rate  of  intere 
securities,  I  should  think  six  per  ( 
ities  I  mean  mortgages,  state,  1 
question  of  rates  of  interest  depe 
able  paper  money  in  circulation. 
Improved  facilities  of  communica 
commercial  centres,  will  be  apt  tc 
throughout  the  country. 

The  negotiation  of  a  five  per  c( 
brin^  down  the  rates  of  interest 
and  improvements  for  capital. 
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Cricaoo,  III.,  October^  X871. 

HlHRY  S.  Olcott,  Esq.,  Secretary  National  Convention^ 

Dear  Sir  : — In  answering  the  questions  propounded  by  your  com* 

.     ...     __«__  Tnvself  to  the  state  of  Illinois..    In  my  judgment. 

Lei V  to  be  realized  in  this  section  of  country,  on 

unties,**  during  the  next  ten  years,  will  average 

er  annum. 

I  business  and  residence  property,  in  the  city  of 
be  about  8  per  cent  On  all  other  property  in  the 
I  suburbs,  the  rate  will  vary  from  9  per  cent  to  10 

IS  and  residence  property,  in  the  cities  of  Quincy, 
Domington,  and  other  smaller  but  active  business 
Illinois,  the  rate  will  be  from  9  per  cent  to  10  per 

in  the  state  of  Illinois,  the  rate  will  not  be  less  than 

stitutes  «  first-class  security,"  regard  must  be  had 
nd  kind  of  property. 

cent  loans,  the  title  being  perfect  and  unencum- 
u Id  be  so  improved  as  to  produce  a  rental  sufficient 
ist  It  should  be  so  situate,  with  reference  to  the 
i,  that  it  would  not  be  likely  to  depreciate  in  value 
value  should  be  fully  equal  to  double  the  amount 
>  sav,  the  land,  exclusive  of  improvements,  should 
I  value  than  the  amount  of  the  loan.  Where  the 
^alue  greatly  more  than  the  amount  of  the  loan, 
\  should  be  of  a  cash  value  considerably  more  than 
I,  and  should  in  all  cases  be  insured  in  at  least  two 
1  value.  This  is  m v  judgment  and  experience  as  to 
:lass  in  the  particular  case. 

IS  on  the  value  of  the  land,  for  the  very  obvious 
c"  is  the  highest  order  of  securitv— it  has  an  mher- 
nt  on  skill  or  ability  of  individuals.  Enterprises 
s  become  bankrupt,  but  real  estate,  as  a  security, 
thing  short  of  an  earthquake  can  destroy, 
ick  and  mortar,  takes  not  only  the  ordinary  risk  of 
of  the  solvency  of  the  fire  company  in  which  the 
?he  less  of  this,  the  better. 

ent  and  10  per  cent  loans :  To  constitute  first-class 
loaned  on  should,  in  addition  to  the  requirements 
>e  worth,  in  cash,  at  least  three  times  the  amount 

cent  loans.  Improved  farming  lands  in  Illinois,  I 
id  best  security.  They  pay  a  higher  rate  of  interest 
icing  in  price.  They  are  not  liable  to  be  sold  for 
is.  The  title  to  them  is  usually  short  and  simple, 
:  security,  farmers  pay  interest  as  promptly  as  any 

in  this  kind  of  property  requires  that  the  land, 
lents,  be  worth,  in  cash,  at  least  three  times  the 

ing  lands,  I  always  require  improvements,  but  I 

rovements  as  a  basis  for  the  loan. 

ond  question  propounded,  I  will  say  8  per  cent    I 

te  myself  to  loan  millions  annually  at  this  rate, 

IS  mentioned. 

'd  question,  mj  judgment  is,  that  during  the  next 
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ten  yeart,  the  increase  of  immigrfttkm  and  population  of  the  country,  coo* 
tinued  construction  of  railroads  and  telegraphs,  multiplication  of  mining 
and  manufacturing  operations,  and  other  development  of  the  resources 
of  the  country,  facility  of  communication  by  railroad  and  telegraph  witk 
commercial  centres,  here  and  in  foreign  countries,  the  production  of  pre< 
cious  metale,  the  ne^tiation  of  pending  or  other  government  loans  at  5 
per  cent,  or  lower,  will  have  but  little  effect  on  the  rate  of  interest  in  this 
section,  duriner  the  next  ten  years. 

Were  the  Mississippi  river  the  western  boundary  of  our  continent,  the 
case  would  be  different.  The  fact  that  all  the  states  lying  on  its  eastern 
border  are  yet  in  their  infancy,  coupled  with  the  further  fact  that  to  the 
west  of  it  lies  an  empire  fertile  in  all  the  products  of  the  earth,  and  in 
whose  ho<«om  lies  hidden  millions  of  treasure,  warrant  my  conclusions. 

To  fini«h  the  unfinished  portion  east  of  this  great  highway,  and  to  utilize 
and  develope  the  vast  and  varied  extent  of  country  beyond,  must  long 
create  no  ordinary  demand  for  money.  The  west  is  not  only  unfinished, 
but  it  is  a  live  country,  filled  with  five,  enterprising  people  from  every 
land  and  every  climct  whose  mission  is  the  development  of  this  empire. 
To  do  this,  they  must  and  will  have  money ;  for  they  are  not  lenders,  but 
borrowers. 

What  will  be  the  rates  of  interest,  twenty,  thirty  and  fifty  years  hence 
can  only  be  conjectured. 

I  will  venture  to,  say,  however,  that,  in  twenty  years,  the  average  rate 
in  this  section,  on  the  kinds  of  property  mentioned,  will  be  very  little,  if 
anything  below  8  per  cent.  In  thirty  vears  it  may  be  7  per  cent,  and  fifty 
vears  it  may  be  6  per  cent. 

If  the  securities  be  properly  taken,  there  ought  to  be  no  deductions,  in 
any  of  the  cases  above  made,  in  order  to  ascertain  the  rate. 
Respectfully, 

Jno.  J.  McKlNNON. 

New  York,  October  6,  1871. 
Henry  S.  Olcott,  Esq.,   Secretary  of  the  National  Imsurance  Con- 
vention : 

I  will  write  you  hastily  a  few  suggestions  about  the  probable  rate  of 
interest  for  the  next  ten  years  in  this  country.  I  will  commence  by  saying 
that,  with  the  single  exception  of  the  alteration  and  intervention  of  tax 
laws,  I  see  no  reason  why  interest  should  advance  or  decline  in  rate 
materially  or  perceptibly  within  the  next  ten  or  thirty  years.  There 
cannot  l>e,  in  the  language  of  Wall  street,  within  this  century,  a 
**  corner"  in  land,  or  in  the  means  of  production  in  this  country;  nor 
can  the  best  lands  all  be  absorbed  within  the  period  named.  The 
improvements  in  machinery,  certainly,  during  all  of  this  century,  will 
more  than  compensate  for  any  crowding  of  population  in  sterile  lands; 
and,  therefore,  there  is  a  fair  prospect  that  labor  will  be  as  well  or 
better  rewarded  for  the  next  quarter  of  a  century  than  tor  the  past 
quarter.  The  rate  of  wa^s  will  always  regulate  the  remuneration  of 
capital,  which  is  only  accumulated  labor.  However,  I  will  attempt  to 
show  that  the  remuneration  of  capital  is  often  far  from  being  the  rate  of 
legal  interest,  unless  it  is  assumed  that  the  legal  rate  of  interest  is,  in 
any  state,  the  rate  less  the  legal  tax.  In  Rochester,  last  year,  the  rate  of 
taxation  was  6.70;  in  Buffalo,  Albany  and  Brooklyn,  about  4.5a  Now, 
if  the  law  was  executed,  the  legal  rate  of  interest  fast  year  in  Rochester 
was  30.100  of  one  per  cent — as  low  a  rate  as  any  one  cap  anticip.ite,  I 
imagine,  Sn  the  next  ten  years.  In  Rochester,  a  few  years  ago,  the  rate 
of  taxation  was  higher  than  last  year;  and  I  had  a  friend  living  there 
who,  as  an  executor,  held  a  six  per  cent  mortgage,  and  he  was  taxed  on 
the  mortgage  considerably  more  than  the  amount  of  interest  due,  and 
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collected  on  it  A  faithful  and  full  execution  of  the  present  tax  laws  on 
monejr  at  interest  would  annihilate  all  loans  held  by  residents,  and  would 
finall/  transfer  the  entire  loaning  on  long  securities  to  institutions  like 
savings  banks,  or  to  non-residents  (living  in  states  and  countries  where 
money  at  interest  is  not  taxed)  who  by  law  would  be  exempt  from  taxa- 
tion. This  transfer  of  loans  would  not  change  materially  the  remunera- 
tion of  capital  here,  because  the  investments  of  those  who  remained 
here  would  be  made  in  real  estate  and  other  investments  that  could  be 
made  on  terms  of  equality  with  the  foreign  or  non-resident.  The  law  of 
political  economy  that  the  rate  of  profit,  in  one  investment,  risk  and 
convenience  taken  into  consideration,  must  be  the  same  as  other  invest- 
ments, would  still  be  in  full  force,  and  could  not  be  abrogated  by  any 
human  power.  If  the  legislature  of  any  state  wishes  to  have  an  konesi 
sjrstem  of  taxing  money  at  interest,  it  can  inaugurate  such  a  system,  t  nd 
enforce  its  execution,  but  then,  the  rate  of  money  at  interest  must  advance 
or  borrowing  cease.  If  the  state  of  New  York  should  levy  a  tax  upon  all 
its  state  and  municipal  bonds,  and  provide  for  the  collection  of  one  per 
cent  semi-annually  at  the  time  of  payment  of  interest,  it  is  evident  that 
the  holders  of  New  York  and  Brooklyn  six  per  cent  bonds  would  receive 
only  four  per  cent  on  the  par  value,  and  these  bonds  would  decline  pro- 
portionately in  this  market.  This  seems  to  show  conclusively  that  the 
rate  of  interest  must  be  dependent  upon  the  rate  of  taxes  collected  upon 
evidence  of  debt.  Who  can  foretell  what  that  tax  may  be?  Who  can 
stjwhat  it  is  now?  The  amount  under  present  laws  is  more  uncertain 
than  any  game  of  chance  yet  introduced  in  the  gambling  fraternity.  It 
would  be  as  easy  to  predict  the  state  of  the  weather  just  ten  years  from 
to-day  as  to  say  what  will  be  the  rate  of  interest  hereafter,  unless  the 
rate  of  taxation  is  given,  or  unless  our  people  adopt  the  European  idea 
that  evidences  of  debt  are  not  property,  but  rights  to  property,  or  repre- 
sentations of  property;  and,  therefore,  that  they  should  not  be  taxed,  or 
if  we  wish  to  avoid  double  taxation,  or  the  inequalities  of  subjecting  our 
citizens  to  discriminating  burdens,  not  imposed  on  non-residents  holding 
the  same  class  of  securities  as  are  owned  by  our  residents.  Some  coun- 
tries have  required  all  evidence  of  debt  to  be  registered,  and  the  tax  paid 
in  advance  as  a  prerequisite  to  the  obligation  becoming  valid.  In  New 
Jersey,  a  few  years  ago,  a  tax  was  levied  on  mortgages  in  four  counties, 
and  the  mortgagee  was  permitted  to  reduce  the  valuation  of  his  land,  in 
the  assessment  an  amount  equal  to  the  mortgage ;  but  he  was  taxed  for 
the  amount  of  the  mortgage,  and  authorized  to  collect  back  from  the 
mortgagee  the  amount  of  the  tax  on  the  mortgage*  and  deduct  it  from  the 
interest  or  principal.  These  laws,  it  will  be  perceived,  were  honesty 
nniform  on  the  resident  and  non-resident;  but,  unfortunately,  under 
these  laws,  no  one  would  lend  money.  The  people  in  these  four  counties 
clamored  for  the  removal  of  all  taxes  on  mortgages  owned  by  residents 
of  these  four  counties,  and  the  legislature  complied  with  their  wish ;  and 
now  these  four  counties  are  places  of  refuge  for  all  owners  of  mortgages. 
The  conclusion  to  which  I  arrive  is,  that  all  taxes  collected  on  the  lender 
must  be  paid  by  the  borrower;  and  that  the  rate  of  interest  must  vary 
from  time  to  time  with  the  amount  of  tax  actually  collected  of  the 
lender;  and  that  there  can  be  no  stability  in  the  rate  of  interest  until 
evidences  of  debt  are  exempt  from  taxation.  We  must  confine  our  taxa- 
tion to  the  things  represented,  and  not  inflict  irregular  double  taxation 
by  taxing  a  part  of  Uie  representatives  of  things;  and  then  I  think  the 
rates  on  the  oest  security,  bond  and  morteaee,  will  be  about  six  per  cent 
Yours  respectfully, 

Isaac  Sherman. 
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The  following  replies  were  written  on  the  circular  letter  which 
was  returned  to  the  secretary : 

Klphrvs  Hardy,  Esq.,  Boston,  Mass. :  To  first  question,  first  clause, 
"7  per  cent  to  6}i  per  cent;"  to  second  clause,  "generally  first-rate 
securities;"  to  second  question,  "6^  per  cent;"  to  third  question, 
(i)  **keep  up  the  demand;"  (2)  "but  for  improved  facilitUs  the  rate 
would  be  one  per  cent  higher;"  (4)  "none  at  present;"  (5)  "to 
strengthen  the  market  rates."  To  fourth  question,  **monej  may  be 
cheaper  after  twenty  or  thirty  years,  not  before."  To  fifth  question,  "I 
can't  say,  perhaps  one-half  per  cent." 

W.  T.  Allen,  Esq.,  Chicago,  III. :  To  first  question,  first  clause,  "on 
centrally  located  city  property,  8  per  cent ;  on  outside  city  property  9  to  10 
per  cent;  on  county  land,  well  secured,  10  percent;"  to  second  clause, 
"first  mortgages  not  to  exceed  half  value;  loans  on  farms  from  one- 
third  to  one-half  value,  in  the  West,  are  thoroughly  safe  and  can  be 
made  at  10  percent;"  to  second  question,  "8  to  10  per  cent;"  to  third 
question,  (i)  "to  keep  it  up;"  (a)  "to  keep  it  up;"  (3)  "  to  equalize  it 
somewhat,  perhaps  to  reduce  it  in  centres;  but  the  great  demand  for 
money  for  the  development  of  the  vast  country  in  the  West,  will  keep  uo 
rates  for  many  years;"  (4)  "not  to  decrease  rates  materially;"  (;) 
"governments  bemg  of  the  nature  of  call  loans,  at  any  time  convertible 
into  cash,  are  not  a  test  of  ruling  rates ;  (6)  "  believe  the  opening  of  the 
vast  regions  to  West  and  North  will  keep  up  the  value  a  long  time."  To 
fourth  question,  "do  not  believe  rates  on  good  securities  will  go  below 
7  to  8  per  cent  in  fifty  years."  To  fifth  question,  "  not  to  exceed  one-half 
per  cent" 

W.  C.  Ralston,  Esq.,  San  Francisco,  Cal. :  To  first  question,  first 
clause,  "8  to  10  per  cent;"  to  second  question,  "8  to  10 per  cent;"  to 
third  question,  (i;  "will  tend  to  reduce  it;"  (2)  "same  as  above;" 
(3)  same  as  above;"  (4)  "ditto;"  (5)  "if  any  effect,  as  above."  He 
then  adds,  "  The  general  tendency  in  this  country,  all  things  considered, 
is  to  lower  rates ;  yet  not  to  extreme  low  rates.  The  resources  of  the 
country  are  too  great  and  will  offer  inducements  to  capital  for  many 
years  to  come.     I  cannot  be  more  definite." 

All  of  which  is  respectfully  submitted,    (c) 

GusTAVus  W.  Smith,  )  Cm««tA/**  • 
Oliver  Puxsbury,       5  ^'^""''''• 

NoTB  BT  THE  COMPILER :  The  third  member  of  the  committee,  Mr. 
George  M.  Brinkerhoff',  Superintendent  of  Insurance  of  Illinois,  having 
relinquished  office  before  the  October  meeting  of  the  Convention,  could 
not  sign  this  report 
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(a)  Mr.  Smith  here  remarked :  We  desire  to  saj  that  the  above  report 
was  written  in  Juljr  last  It  was  made  short,  not  because  the  committee 
did  not  recognize  the  great  importance  of  the  subject,  but  because  of  the 
remarkable  accord,  of  the  sound  and  clear  views  upon  *'  Re-insurance 
reserves  on  fire  and  marine  risks,*' presented  to  the  convention  by  Messrs. 
Hope,  Oaklejr,  Heald,  and  other  representatives  of  fire  and  marine 
insurance  companies,  and  bj  Mr.  C.  C  Hine,  whose  communication 
on  this  subject  was  referred  to  this  committee  b^  the  convention. 

In  view  of  the  recent  terrible  disaster  to  the  citjr  of  Chicago,  fire  insur- 
ance companies  should  not  need  to  be  reminded  that  large  extra  reserves 
are  essential.  Policyholders  and  companies  ought  to  understand  that  the 
rates  charged  should  be  sufficient  to  enable  the  companies  to  carry  out 
their  insurance  contracts.  No  company  is  safe  that  divides  its  apparent 
earnings  in  favorable  years,  thus  depriving  itself  of  the  means  necessary 
to  pay  Its  losses  when  the  fire  fiend  claims  its  own. 

(^)  Mr.  Smith  here  said:  Now,  gentlemen,  we  will  come  to  the 
calculation  of  net  annual  premiums.  And  I  will  say,  in  goin^  through 
the  next  ten  or  eleven  pages,  the  whole  theory  of  this  is  to  form  a  net 
single  premium  into  a  series  of  equal  annual  premiums  of  the  equal 
money  value  of  a  net  single  premium,  This  is  done  on  this  legal  data 
fixed  by  the  rate  of  mortality  and  rate  of  interest.  In  order  to  get  at 
this,  first  calculate  the  value  in  hand  at  any  particular  time,  of  an  annual 
premium  of  a  dollar,  and  you  know  at  that  age  what  the  net  single  pre- 
mium will  effect.  The  rest  is  a  mere  matter  of  proportion.  I  have  given 
the  result,  which  gentlemen  can  refer  to,  and  the/  are  made  up  on  the 
two  tables  of  mortality.  I  considered  it  very  doubtful  what  this  conven- 
tion would  do.  I  put  these  tables  at  4,  4)^,  5  and  6  per  cent,  which,  I 
thought,  would  be  the  limit  of  interest 

(c)  Note. — ^The  tables  of  ««/  values  embodied  in  the  report  were 
computed  in  the  office  of  the  insurance  commissioner  of  Kentucky. 
Other  pressing  duties,  and  consequent  want  of  time,  prevented  the 
thorough  application  of  those  tests  which  should  be  used  in  constructing 
tables  intefided  for  making  official  valuations,  but  the  results  are  believed 
to  be  correct  They  are  certainljr  sufficiently  so  for  the  purpose  intended 
—  that  of  iliustratioo* 
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Hon.  Gustavus  W.  Smith,  Olivbr  Pillsbury,  and  Gboros 

M.  Brinkbrhopp,  Committee  of  the  National  Insurance 

Convention^  on  Table  of  Mortality  and  Rate  of  Interest 

for  the  Valuation  of  the  Policies  of  Life  Insurance  Com^ 

panics: 

GsNTLBiCBN — On  your  invitation,  I  was  present  at  a  meeting 
of  the  committee,  at  the  May  session  of  the  National  Insurance 
Convention,  in  the  city  of  New  York,  and,  having  been  called 
upon  by  the  chairman,  made  some  unprepared  remarks  on  the 
subject  under  discussion,  mostly  conversational,  and  in  response 
to  special  inquiries  by  the  members  of  the  committee  and  other 
delegates  present  at  the  meeting. 

The  great  importance  of  this  subject  to  the  future  prosperity  of 
the  business  of  Life  insurance  in  this  country  has  induced  me  to 
prepare  tlie  following  paper,  which  I  now  submit  as  containing 
my  matured  views. 

I  present  it  to  you,  and  through  you  to  the  Convention,  to  the 
legislatures  of  the  different  States,  and  to  the  great  body  of  the 
American  people,  as  the  results  of  a  somewhat  varied  and  exten- 
sive experience  as  an  executive  and  supervising  officer. 

I  beg  leave  to  premise  in  advance,  that  your  organization  will 
become  a  permanent  one,  and  that  it  will  hold  annual  sessions  of 
greater  or  less  duration  in  different  parts  of  the  country,  for  the 
continuous  discussion  and  promotion  of  the  great  interests 
entrusted  to  your  supervision. 

I  have  long  felt  the  need  of  some  National  body  in  which  inter- 
state insurance  interests,  laws,  and  regulations  could  be  calmly 
tnd  disinterestedly  discussed,  for  the  promotion  of  the  general 
good  and  the  full  development  of  harmony,  in  accord  with  the 
national  constitution  and  the  peculiar  autonomy  of  the  different 
States  of  the  American  Union.  This  body  of  Insurance  Superin- 
tendents should  be  a  permanent  one,  having  continuous  existence 
in  the  successive  State  officers  invested  with  the  functions  of 
official  inspection  and  supervision  of  insurance  companies  in  the 
different  States. 

Annual  meetings,  for  ptuposes  of  personal  acquaintance,  dis* 
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cussion,  and  consultation,  should,  and  undoubtedly  will,  lead  to 
the  promotion  of  the  common  interests  of  the  Fire,  Marine,  and 
Life  insurance  companies,  and  of  the  great  body  of  the  people, 
whose  interests  it  is  their  duty  to  foster  and  promote. 

Your  discussions  and  recommendations  here,  however,  although 
justly  entitled  to  great  consideration  and  influence,  are  not,  and 
should  not  be,  final  and  conclusive  as  to  the  various  points  under 
discussion.  Your  action  is  simply  recommendative,  and  is  subject 
to  reconsideration  by  future  conventions  of  your  own  successors 
in  office,  and  open  also  to  the  critical  supervision  of  the  legisla- 
tures of  forty-eight  different  States  and  Territories,  and  of  their 
successors  in  office,  upon  whom  the. direct  and  immediate  respon- 
sibility rests,  so  far  as  legislation  is  concerned.  It  will,  therefore, 
reiadily  be  seen,  that  sound  policy  and  wise  statesmanship  will 
counsel  slow  progress,  and  the  adoption  only  of  such  action  as 
will  be  entitled  to  receive,  and  which  will  probably  meet  with, 
the  general  concurrence  of  the  different  States,  and  the  approval 
of  the  insurance  companies  and  of  future  conventions  of  Superin- 
tendents. 

It  would  be  very  unfortunate,  if,  through  ill-advised  and  pre- 
cipitate or  inconsiderate  action,  recommendations  should  be  made 
which  failed  to  commend  themselves  to  the  sound  judgment  and 
true  interests  of  the  different  States,  or  which,  after  being 
adopted  by  the  present  Legislatures,  should  be  repealed  by  suc- 
ceeding ones. 

The  most  important  point  which  can  claim  your  attention  is, 
undoubtedly,  that  of  a  standard  table  of  mortality  and  rate  of 
interest  for  life  insurance  valuations  and  calculations.  Here, 
uniform  action,  if  in  the  right  direction,  is  more  important  than 
in  any  other,  as  the  t^ble  of  mortality  and  the  rate  of  interest 
permeate  tlie  whole  constitution  and  being  of  a  life  insurance 
corporation,  and  a  divorce  or  change,  after  the  lapse  of  a  few 
years,  becomes  very  difficult  and  complicated. 

Numerous  and  convenient  tables  will  also  multiply,  in  various 
forms,  whenever  a  common  mortality  and  uniform  rate  of  interest 
have  been  adopted  by  the  companies  and  the  legislatures  of  the 
different  States. 

In  approaching  this  subject,  it  is  of  the  first  importance  that 
we  should  definitely  understand  what  are  the  existing  laws  of  the 
various  States  of  the  Union,  now  actually  in  force,  prescribing 
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rates  of  interest  and  tables  of  mortality,  for  determining  the 
liabilities  of  Life  insurance  companies. 

The  following  is  a  summarized  statement  of  the  laws  of  the 
different  States  which  have  prescribed,  by  statute,  tables  of  mor- 
tality and  rates  of  interest  to  be  assumed  in  testing  the  soundness 
and  solvency  of  these  institutions. 

NEW  YORK. 

The  standard  in  this  State  is  the  American- Experience  Table 
of  Mortality,  ^\\S\  four-and-a-half  per  cent  interest. 

Chronologically,  the  subject  has  been  legislated  upon  in  New 
York  as  follows : 

A.D.  1828. 

During  this  year,  that  portion  of  the  Revised  Statutes  was 
passed  which  related  to  ^^  Moneyed  Corporations,"  which  term 
was  defined  to  cover,  among  others,  every  corporation  authorized 
by  law  to  make  insurances,  i  R.  S.  598,  §  51.  Moneyed  cor- 
porations (and  insurance  companies,  therefore,)  which  were 
incorporated  after  1828,  or  the  charters  of  which  were  renewed 
thereafter,  were  required  to  make  annual  statements  to  the  Comp- 
troller yearly,  on  the  first  day  of  January,  in  a  form  prescribed  by 
said  statute  and  by  that  officer.  Under  this  statute,  fire  and 
marine  insurance  companies  reported  to  the  Comptroller  with 
more  or  less  regularity,  from  the  year  1830  to  the  passage  of  the 
general  insurance  act  of  1849. 

St*  Banu^  N,  T.  Ctmdtn$0d  Inturtme*  RtporU^  vol  i,  passim  f  i  R»  S^^art 
I,  cAa^,  xviii,  tUU  a,  {  19,  /.  S9liJirst  tdiiion. 

A.D.  1849. 

During  this  year,  the  first  general  insurance  act  was  passed, 
under  the  provisions  of  the  Constitution  of  1846,  which  thereafter 
abolished  su6  modo  all  special  charters,  and  required  the  passage 
of  general  insurance  laws. 

This  act  was  passed  April  lo,  1849,  and  was  entitled  ^^An  act 
to  provide  for  the  incorporation  of  insurance  companies,'^  See 
Sess.  Lavfs^  chap,  308. 

By  the  provisions  of  the  seventh  and  thirteenth  sections  of  said 
act,  insurance  companies  of  this  and  other  States  and  foreign 
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countries  doing  business  in  New  York,  were  required  to  make 
annual  statements  yearly  in  the  month  of  January,  showing  their 
condition,  as  prescribed  by  statute,  under  a  blank  form  to  be 
furnished  by  the  Comptroller ;  and  in  case  the  capital  of  any 
company,  through  losses  and  expenses,  or  otherwise,  had  become 
deficient  or  impaired  to  the  extent  of  twenty-five  per  cent  thereof, 
the  company  was  obliged  to  make  an  assessment,  wind-up  its 
afifairs,  or  discontinue  business  in  this  State.  This  statute  did  not, 
in  express  terms,  refer  to  the  subject  of  re-insurance  as  a  liabili^ 
of  an  insurance  company. 

A.D.  1851. 

During  this  year,  the  first  act  was  passed  expressly  relating  to 
Life  insurance  companies  only.  It  was  entitled,  ^^An  act  in  rela^ 
Hon  to  all  companies  transacting  the  business  of  Life  insurance 
within  this  Stated  Passed  April  8,  1851.  Chap.  95,  Sess. 
Laws^  1851. 

This  act  required  a  deposit,  with  the  Comptroller,  by  all  Life 
insurance  companies  doing  business  in  New  York,  of  $ioo,octo.oo, 
for  the  security  of  policyholders. 

By  the  fourth  section  of  this  act,  special  reports  were  required 
from  Life  insurance  companies  of  sister  States  and  foreign  gov- 
ernments, showing  certain  specified  items  of  information,  among 
which  was  "  the  amount  of  fund  reserved  for  re-insurance." 

The  fifth  section  empowered  the  Comptroller  to  appoint  one  or 
more  competent  persons  to  examine  into  the  affairs  of  Life  insur 
ance  companies  transacting  business  in  this  State,  to  examine 
their  books,  etc. 

If  the  assets  appeared  to  be  insufi[icient  to  insure  the  outstanding 
risks,  or  the  company  to  be  in  an  unsound  condition,  it  was 
required  to  be  dissolved ;  or  if  from  another  State,  to  discontinue 
its  business  in  New  York.    §§  6  and  7  id. 

A.D. 1853. 

During  this  year,  the  first  general  Life  insurance  act  was  passed, 
which  act  has,  since  that  period,  mainly  regulated  the  business  of 
Life  insurance  in  this  State.  It  was  entitled,  "  An  act  for  the 
incorporation  of  Life  insurance  companies^  and  in  relation  to 
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Agencies  of  such  cam f antes**  Passed  June  24^  1853.  Sess. 
^awsy  1853. 

By  the  twelfth,  fourteenth,  and  fifteenth  sections  of  this  act,  all 
Life  companies  doing  business  in  this  State  were  required  to  make 
annual  statements  of  their  affairs  on  the  first  day  of  January,  or 
within  sixty  days  thereafter,  containing  certain  detailed  and 
specific  information,  in  a  blank  form«  which  was  to  be  furnished 
and  modified  by  the  Comptroller.  The  re-insurance  liability  is 
not  specifically  mentioned  in  this  section,  except  that  a  tabular 
and  classified  statement  was  required  of  the  policies  in  force, 
shewing  the  ages  and  years  of  issue  in  such  a  manner  as  to 
enable  the  Comptroller  to  make,  or  have  made,  a  valuation  of  the 
outstanding  policies. 

No  standard  of  valuation  was  prescribed ;  blank  forms  were, 
ho^vever,  printed,  under  which  classified  tables  of  policies  were 
returned  by  the  companies  for  several  years. 

This  statute  embodied  the  main  Life  insurance  laws  in  force  on 
the  organization  of  the  Insurance  Department  in  i860. 

A.D.  1866. , 

During  this  year,  the  first  act  was  passed  which  relieved  the 
superintendent  from  the  personal  duty  of  fixing  upon  a  rate  of 
interest  and  table  of  mortality. 

By  chapter  785,  §  i.  Laws  of  1S66,  the  English  Life  Table  No. 
3,  Males,  at  five  per  cent  interest,  was  fixed  upon  as  the  legal 
standard.    See  Sess.  Lawsy  1866. 

A.D.  1868. 

The  act  of  1866  was  superseded  by  the  one  of  1868  {chaf.  623, 
f  i),  which  fixed  upon  the  American  Table  of  Mortality  and  four- 
and-a-half  per  cent  interest.  This  act  was  passed  under  the 
circumstances  and  for  the  reasons  detailed  in  my  annual  report 
of  1869.     Seef.  Ixxxii,  Life  Report. 

The  practical  results  of  these  two  standards  ran  very  nearly 
together,  the  higher  rate  of  interest  in  the  English  table  of  one- 
half  per  cent,  which  diminished  the  reserve,  being  off-set  by  the 
larger  mortality  of  the  English  Life  table,  as  compared  with  the 
American  Experience. 
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The  existing  statute  of  New  York  is  as  follows : 

"  §  13.  *  ♦  ♦  It  •hall  also  be  the  dutjr  of  the  said  Superintendent,  at* 
least  once  in  every  five  years,  and  annually,  in  his  discretion,  to  make 
valuations  of  all  the  outstanding  policies,  additions  thereto,  unpaid 
dividends,  and  all  other  obligations  of  every  American  Life  iniurance 
company  transacting  business  in  this  State ;  and  for  the  purposes  of  ^uch 
valuations,  and  for  making  special  examinations  under  the  seventeenth 
section  of  this  act,  and  for  valuing  registered  life  and  other  policies 
under  chapter  seven  hundred  and  eight  of  the  laws  of  eighteen  hundred 
and  sixty>seven,  the  rate  of  interest  assumed  shall  be  four-and-a-half  per 
cent  per  annum,  and  the  rate  of  mortality  shall  be  that  established  by  the 
American  experience  table,  in  which  table  the  expectation  of  life,  and  the 
numbers  of  living  and  dying  at  each  age,  from  ten  to  ninety-five,  out  of 
one  hundred  thousand  persons  living  at  age  ten,  are  as  stated  in  the 
schedule  hereto  annexed. 

The  Superintendent  may,  in  his  discretion,  vary  the  above  standards 
of  interest  and  mortality  in  cases  of  companies  from  foreign  countries, 
and  in  particular  cases  of  invalid  lives  or  other  extra  hazards.  The 
Superintendent  may  also,  in  his  discretion,  value  policies  in  groups,  use 
approximate  averages  for  fractions  of  a  year  and  otherwise,  and  calculate 
values  by  the  net,  the  actual,  or  the  gross  premiums,  or  otherwise, 
deducting,  in  cases  of  gross  valuations,  from  the  gross  value  of  future 
premiums,  one -sixth  thereof  for  future  expenses  and  contingencies." 
(Schedule  follows,  containing  the  Table.) 

Laws  of  iSs3,  ckap,^i,  %  13,  as  amtmded  hy  Laws  of  1S66,  ehaf.'fiSt  ii,  and  hj^ 
Laws  of  1S68,  ckap.  623,  f  i .     Wo/fard*s  Ins,  Laws,  p,  4S4. 

The  Portsmouth,  or  Northampton^  Table  of  Mortality,  at  six 
per  cent,  singularly  enough,  is  still  the  standard  for  determining 
the  gross  present  sum  payable  in  commutation  to  tenants  for  life, 
by  the  courtesy  or  in  dower,  under  Rule  85  of  the  Supreme  Court 
of  this  State. 

Population,  census  of  1870,  is  •••••••••••••••• 4)3S2>75J 

Area,  square  miles •••••• • 46)085 

Number  of  Life  insurance  companies*  •  • •  •  • 


CALIFORNIA. 

The  rule  in  this  State  is  the  American  Experience  Talk  Jour 
and-d'half  ^tx  cent  interest,  as  provided  in  the  following  statute: 

A.D. 1870. 

§  I.  Every  Life  insurance  company  organized  under  the  laws  of  this 
State  shall,  on  or  before  the  first  Monday  in  January  of  each  jear,  furnisn 
the  insurance  commissioner  the  data  necessary  for  determining  the  valu- 
ation of  all  its  policies  outstanding  on  the  thirty-first  day  of  Deceml)cr 
next  preceding,  which  said  valuation  shall  be  based  upon  the  rate  ot 
mortality  as  established  by  the  American  experience  life  table.  The  rate 
of  interest  to  be  assumed  shall  be  four-and-one-half  per  centum  per 
annum.    For  the  purpose  of  making  such  valuation,  the  insurance  corn- 
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miMioder  of  this  State  is  authorised  to  employ  a  competent  actuary, 
wfaoae  compensation  for  such  vuluation  shall  be  three  cents  for  each 
"thousand  dollars  of  insurance,  to  be  paid  by  the  respective  companies  for 
which  the  valuation  is  made. 

Section  1  cf  the  act,  approve  April  4, 1870,  entitled  **Am  act  to  provide  for  the 
oMciafvaluaiion  of  Life  insurance  policies  f "  Sess,  Lavfs,  i860, 1870,  chap, 
3LX,p,Ss9;    Hiolford's  Supplement, pp, Sand 9,  »   "^»     /  »       r 

{  3.  When  the  certificate  of  the  insurance  commissioner  of  the  official 
Taluation  of  the  policies,  as  provided  in  section  one  of  this  act,  issued  to 
an/ company  organized  under  the  laws  of  this  State,  shall  not  be  accepted 
b/  any  other  State,  in  lieu  of  a  valuation  of  the  same  by  the  insurance 
officer  of  such  other  State,  then  all  companies  organized  under  the  laws 
of  auch  other  State,  doing  business  in  this  State,  shall  be  required  to 
have  a  separate  valuation  made,  under  the  authority  of  the  insurance 
commissioner  of  this  State,  as  in  this  act  provided. 

SoMeacttii;  Za««,  1869, tSTO, /. 860. 

Population,  census  of  1870 560,247 

Area,  square  miles  •  •  •  '• • .  • .  •   188,981 

Number  of  Life  insurance  companies 2 


KANSAS. 

This  State  has  adopted  the  American  Experience  Table ^  at 
four-and^i'half  per  cent  interest,  as  embodied  in  the  following 
section  of  the  act  of  1871 : 

A.D.  1871. 

$  14-  It  shall  be  the  duty  of  the  said  superintendent,  once  in  three 
years,  to  make,  or  cause  to  be  made,  net  valuations  of  all  the  outstanding 
policies,  additions  thereto,  unpaid  dividends,  and  all  other  obligations 
of  every  Life  insurance  company  transacting  business  in  this  State;  and 
for  the  purpose  of  such  valuations,  and  for  making  special  examina- 
tions of  the  condition  of  Life  insurance  companies,  as  provided  in  the 
laws  of  this  State  relating  to  Life  insurance  companies,  and  for  valuing 
all  policies,  of  whatever  description,  and  for  any  purpose  whatever,  the 
rate  of  interest  shall  be  four-and-one-half  per  cent  per  annum,  and  the 
rateof  mortality  shall  be  established  by  the  tables  known  as  the  American 
experience  tables ;  provided^  that  whenever  the  laws  of  any  other  State 
of  the  United  States  shall  authorize  a  valuation  of  Life  insurance  policies 
by  some  designated  State  officer,  according  to  the  same  standard  as 
Kerein  provided,  or  some  other  standard  which  will  require  a  reserve  not 
less  than  the  standard  herein  provided,  the  valuation  made  according  to 
the  said  standard  by  such  officer  of  the  policies  and  other  obligations  of 
anj  Life  insurance  company  not  organized  under  the  laws  of  this  State 
and  certified  by  said  officer,  may  be  received  as  true  and  correct,  and  no 
farther  valuatu>n  of  the  same  shall  be  required  of  such  companpr  by  the 
aoDerintendent  of  insurance;  the  superintendent  may,  in.  his  discretion, 
▼aloe  policies  in  groups,  and  use  approximate  averages  for  portions  of 
years  and  otherwise,  but  he  shall,  in  all  cases,  calculate  values  by  net 
premiums;  the  superintendent  may,  in  his  ditcreUon,  vary  the  above 
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standard  of  interest  and  mortality  in  cases  of  companies  from  foreign 
countries,  and  in  particular  cases  of  invalid  lives  or  other  extra  hazards. 

Section  14.  chap.  8,  of  the  act  entitled  **An  act  to  establish  an  Tnsuraaa 
Department  in  ike  State  of  Kansas,  and  to  regulate  the  companies  doing 
business  therein."  Approved  March  i ,  1871 .  and  published  Marrk  9, 1871; 
Sess.  Lawsy  1S71,/.  319,  chap  XCJIIi  Wolford^s  Supplement,  p.  n. 

Special  provisions  relating  to  personal  examinations  are  made 
by  sections  7  to  :  j  of  said  act. 

Sections  50  to  53  regulate  the  issue  of  registered  life  policies, 
which  are  to  be  valued  by  the  American  Experience  Ta6le,  at 
four^ancL-a-half  per  cent 

Wolford*9  Suppliinmtypp.^^ 

Population,  census  of  1870 • • •••••  364,399 

Area,  square  miles •••• •••••••••••••••  120,000 

Number  of  Life  insurance  companies  •••••••••••• i 


KENTUCKY. 

The  State  of  Kentiicky  has  adopted  the  American  Experience 
Table  at  four-andra-half  per  cent  interest,  as  provided  by  the 
following  laws : 

A.D.  1870. 

§  13.  Upon  some  day  in  each  year  desi^ated  by  him,  the  commissioner 
shall  calculate  the  existing  values  of  all  outstanding  policies  of  Life 
insurance  in  companies  authorized  to  make  insurance  on  lives  in  thii 
State,  according  to  the  standard  designated  and  established  by  the  laws 
of  this  State ;  provided^  however^  that  if  any  company,  incorporated  bj 
an^  State  where  a  regularly  organized  insurance  bureau  or  department 
exibts,  shall  furnish  a  certificate,  under  seal,  in  due  form,  of  the  insurance 
commissioner  or  superintendent,  setting  forth  the  existing  values  of  all 
its  outstanding  policies,  such  certificate  shall  be  received  as  evidence  b/ 
the  insurance  commissioner  of  this  Commonwealth,  and  no  valuation  of 
the  policies  of  such  company  shall  be  made  by  him.  The  cost  of  making 
every  valuation  under  thi^  section  shall  be  assessed  on  the  compan/ 
whose  policies  are  so  valued. 

Stction  14  of  the  act  entitled  ^Am  aa  to  utablisk  en  Insurantt  Bttrm? 
Approved  March  lo,  1870. 

§  29.  When  the  actual  funds  of  any  Life  insurance  company  doinf 
business  in  this  Commonwealth  are  not  of  a  net  cash  value  equal  to  its 
liabilities,  counting  as  such  the  net  value  of  its  policies,  according  to  the 
*»American  experience"  rate  of  morUlity,  with  interest  at  fourand-onc- 
half  per  centum  per  annum,  it  shall  be  the  duty  of  the  insurance  commis- 
sioner to  give  notice  to  such  company  and  its  agents  to  discontinue 
issuing  new  policies  within  this  Commonwealth,  until  such  tinoe  as  its 
funds  have  become  equal  to  its  liabilities,  valuing  its  policies  as  aforesaid. 
Any  officer  or  agent  who,  after  such  notice  has  been  given,  issues  a  new 
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poUer  from  and  on  behalf  of  such  company,  before  its  funds  have  become 
equal  to  its  liabilities  as  aforesaid,  shall  forfeit,  for  each  offence,  not 
exceeding  one  thousand  dollars. 

Wblford^s  Supplemtnt^  pp,  49  and  <o.  Seetiom  29  of  tki  act  tniiUtd  ^^  An  act 
for  the  incorporation  and  re/(ulation  of  Life  Insurance  Companies . "  Approved 
March  10, 1970.  Wolford*i  Supplement  to  General  Insurance  Laws  of  the 
United  Staies^p,  74. 

A.D.  1871. 
An  act  was  passed  in  this  State  during  the  present  year, 
entitled  "-<4«  act  to  authorize  Life  Insurance  Companies  to  make 
special  deposits  of  securities  in  the  Insurance  Department^ 
This  act  regulates  the  issue  of  registered  policies,  which  are  to 
be  valued  by  the  legal  standard. 

%  4>  Wo/ford's  Supplement  Ins,  Lawsy  /.  100. 

Population,  census  of  1S70 1,320,01 1 

Area,  square  miles • •  •        40,500 

Number  of  Life  insurance  companies •  •  2 

MISSOURI. 

This  State  has  adopted  the  American  Experience  standard  of 
mortality,  ^\^  four-and-a-half  ^x  cent  interest,  as  follows : 

A.D.  1869. 

f  29.  |t  shall  be  the  dutv  of  said  superintendent,  once  in  every  five 
jears,  to  make,  or  cause  to  be  made,  valuations  of  all  outstanding  poli- 
cies, additions  thereto,  unpaid  dividends,  and  all  other  obligations  of 
every  American  Life  assurance  company  doing  business  in  this  State ;  and 
for  the  purpose  of  such  valuation,  and  fbr  making  special  examinations 
under  the  forty-first  section  of  this  act,  the  rate  of  interest  assumed  shall 
be  four-and-a'half  per  cent  per  annum,  and  the  rate  of  mortality  shall  be 
that  established  by  the  American  experience  table,  in  which  table  the 
expectation  of  life  and  the  numbers  of  living  and  dying  at  each  age,  from 
ten  to  ninety-five,  out  of  one  hundred  thousand  persons  living  at  age  ten, 
are  as  stated  in  the  schedule  hereto  annexed.  The  superintendent  may, 
in  his  discretion,  value  policies  in  groups,  and  use  approximate  averages 
for  fractions  of  years  and  otherwise,  but  he  shall,  in  all  cases,  calculate 
values  by  the  net  premiums.     [Schedule  of  the  table  annexed.] 

Section  99  of  the  act  entitled  **An  act  for  the  incorporation  and  reflation  of 
Life  Assurance  Companies?^  Approved  March  4,  1S69.  Watford's  Ins% 
Laws^  pp,  3^369.   Sess,  Laws,  1S09,  /.  35-37. 

See  section  41,  same  act  {Sess.  Laws^  1869,  p.  40),  for  the 
provisions  relating  to  personal  examinations  of  Life  companies, 
and  the  proceedings  thereon. 

A.D.  1871. 

I  a.  ♦  ♦  ♦  Prior  to  the  first  day  of  January,  1871,  tl^  superinten- 
dent shall  make,  or  cause  to  be  made,  in  the  manner  provided  by  sec- 
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tJons  twenty-nine  and  forty-one  of  an  act  entitled  *^Am  net  for  1h9  ineor^ 
f  oration  and  regulation  of  Lifo  Assuranct  ComfanieSy**  approved  March 
lo,  1S69,  an  examination  and  valuation  of  the  asseta  and  liabilitiet  of 
every  Life  insurance  company  doing  business  in  this  State,  which  has  not 
been  heretofore  examined  by  him,  or  under  his  direction ;  and  if  said 
superintendent  shall  be  satisfied,  after  such  examination  and  valuation 
is  made,  that  any  company  is  in  an  unsound  condition,  or  that  its  actual 
assets  are  less  than  all  its  liabilities,  he  shall  proceed  against  it  as  provided 
by  law  in  the  case  of  unsound  Life  insurance  companies.  The  costs  of 
making  the  examination  and  valuation  herein  designated  shall  in  each 
case  be  assessed  upon  and  paid  by  the  company  examined.      •       *       * 

Stctian  a  of  ike  act  approved  March  34, 1870,  entitled  ** Insurance  department  oji— 
An  act  to  amend  sections  seven,  eleven,  thirteen,  sixteen  andseventeen  of  am 
act  entitled  *An  act  to  create  an  Insurance  Department,* "  Approved  March 
4, 1869;  Sess,  Laws,  1870,/.  51. 

Population,  census  of  1S70 1,721,295 

Area,  square  miles 67,380 

Number  of  Life  insurance  companies 8 

MICmGAN. 

This  State  has  adopted  the  American  Experience  Table  of 
Mortality,  y^x^four-and'a-half^^x  cent  interest,  and  its  standard 
for  Life  insurance  valuations  and  calculations,  as  per  the  following 
statutes : 

A.D.  1S69. 

§  17.  No  policy  of  insurance  on  life,  issued  after  this  act  shall  take 
effect,  by  any  company  organized  under  the  laws  of  this  State,  shall  be 
forfeited  or  become  void  by  the  non-payment  of  any  premium  thereon, 
after  the  first,  any  further  than  as  follows :  The  net  value  of  the  policy, 
when  the  premium  becomes  due  and  is  not  paid,  shall  be  ascertained 
according  to  the  **  American  experience  table"  rate  of  mortality,  with 
intercbt  at  four-and-one-half  per  cent  per  annum.  Three-fourths  of  such 
net  value  shall  be  considered  a  net  single  premium  of  the  whole  life 
insurance,  and  the  amount  it  will  insure  shall  be  determined  according 
to  the  age  of  the  party  at  the  time  when  the  unpaid  premium  became  due, 
and  the  assumption  aforesaid  in  regard  to  interest  and  rate  of  mortality; 
but  if  no  application  be  made  to  the  company  for  such  paid-up  policy 
within  one  year  after  default  shall  have  been  made  in  payment,  then  all 
liability  on  the  part  of  the  company  on  the  policy  on  which  the  party  is 
in  default  shall  cease. 

§  iS.  Every  company  doing  a  business  of  Life  insurance  within  this 
state  shall,  annually,  in  the  month  of  January,  furnish  to  the  Secretary 
of  State,  the  data  necessary  for  determining  the  amount  of  all  its  liabili- 
ties and  the  valuation  of  all  its  outstanding  policies,  to  be  made  by  the 
Secretary  of  State  or  under  his  authority ;  and,  in  making  such  valuation, 
the  rate  of  interest  to  be  assumed  shall  be  four-and-one-half  per  centum 
per  annum,  and  the  rate  of  mortality  shall  be  established  by  the 
**  American  experience  Life  table,"  as  shown  in  the  schedule  hereto  an- 
nexed ;  and  such  company  shall  pay  to  the  Secretary  of  State,  as  a  com- 
pensation for  such  estimate,  one  cent  for  each  thousand  dollars  insured*, 
provided^  that  where,  by  the  laws  of  any  other  State,  an  annual  valua- 
tion is  required  to  be  made  by  an  insurance  commissioner  or  other  State 
officer,  the  official  certificate  of  any  such  commissioner  or  officer,  being 
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filed  with  the  Secretary  of  State,  and  showing  the  annual  official  valua* 
tion  of  the  policies  of  any  company  doing  business  within  such  State, 
and  showing  also  the  basis  of  such  valuation,  shall  be  sufficient,  and 
stand  in  the  place  of  any  valuation  of  the  policies  of  such  company  by  or 
under  the  directions  of  the  Secretary  of  State  of  this  State ;  but  no  com- 
pany shall  be  permitted  to  transact  business  within  this  State,  unless  the 
amount  of  its  assets  shall  equal  the  net  value  of  all  its  outstanding  obli- 
gations, as  determined  according  to  the  assumption  in  regard  to  rates  of 
interest  and  mortality  as  hereinbefore  provided;  and  in  case  the  assets 
of  any  company,  transacting  business  within  this  State,  shall  at  any  time 
be  less  than  is  required  by  the  provisions  of  this  act,  the  Secretary  of 
State  shall  serve  a  written  notice  upon  the  person  designated  by  such 
company  to  receive  service  of  process  under  the  laws  of  this  State,  or  shall 
address  such  notice  by  mail  to  the  principal  office  of  such  company,  and 
publish  the  same  at  least  three  times  m  some  newspaper  published  daily 
in  this  state;  and  if,  after  the  expiration  of  ten  days  from  the  service  or 
publication  of  such  notice,  any  agent  or  officer  of  such  company  shall 
receive  applications  for  policies,  or  issue  policies,  while  such  deficiency  of 
assets  exists,  and  the  costs  of  giving  such  notice  remain  unpaid  by  such 
company,  he  shall  be  subject  to  the  penalties  provided  in  section  ten  of 
this  act ;  frovidedy  further ^  that  when  the  certificate  of  the  Secretary  of 
Sute,  of  the  official  valuation  of  the  policies  issued  by  any  company 
organized  under  the  laws  of  this  State,  shall  not  be  accepted  by  any  other 
State  in  lieu  of  a  valuation  of  the  same  by  the  insurance  officer  of  said 
other  state,  then  all  companies  organized  under  the  laws  of  such  other 
State  shall  be  required  to  have  a  separate  valuation  made  under  the 
autnority  of  the  Secretary  of  State  of  this  State,  as  herein  provided. 
[Schedule  of  table  of  mortality  annexed.] 

Stcthns  17  and  iS  of  an  act  entiUtd  **  Am  act  fm  niaiiom  to  Lift  insurance  com- 
panies transacting  business  in  this    Stated  approved  March  to,  1869; 

Wolford^s  Ins,  Zaw,  pp,  303,  304  and  3/0$$  Sess,  Laws,  1S69,  JY0.77,/. 

136. 
For  provisions  relating  to  special  examinatiouSf  see  {  13,  same  act. 

Population,  census  of  1870 • 1,184,069 

Area,  square  miles •  • 5^9M3 

Number  of  Life  insurance  companies*  ••••••••••••••.  i 

WISCONSIN. 
The  State  of  Wisconsin  has  adopted  the  American  Experience 
Table^  assuming  interest  at  the  rate  oi /bur-and-^t-haifi^x  cent. 

A.D.  1870. 

{  10.  When  the  actual  funds  of  any  Life  insurance  company  doing  busi- 
ness in  this  State  are  not  of  a  net  value  equal  to  the  net  value  of  its 
policies,  according  to  the  American  experience  table  of  mortality,  with 
interest  at  four-and-one-half  per  cent  per  annum,  it  shall  be  the  duty  of 
the  Secretary  of  State  to  give  notice  to  such  company  and  its  agents  to 
discontinue  issuing  new  policies  within  this  State,  until  such  time  as  its 
funds  have  become  equal  to  its  liabilities,  valuing  its  policies  as  aforesaid. 

Section  lo  of  the  act  entitled  **An  act  to  regulate  the  business  of  Life  Tnsurtmcef* 
approved  March  14, 1870.     WolfordU  Supplement  U,  S.  Jus  Laws,  p.  ajy. 

Population,  census  of  1S70 • 1,054,670 

Area,  square  miles • • 53>924 

Number  of  Life  insurance  companies •••  i 


Digitized  by 


Google 


io8 

MASSACHUSETTS. 
A.D.  1855. 

By  chap.  124,  Laws  of  1855  (Sess.  Laws,  p.  569  to  572)  an 
act  was  passed  entitled  ^^An  act  to  establish  a  Board  of  Insurance 
Commissioners  J* 

A  board  of  three  commissioners  was  constituted  with  full 
powers  for  making  special  and  general  examinations,  and  of  initia- 
ting legal  proceedings  in  cases  of  insolvency.  The  commissioners 
were  required  to  report  annually  in  the  month  of  December,  to 
the  Secretary  of  the  Commonwealth. 

No  special  provisions  were  enacted  for  defining  the  liabilities  of 
Life  insurance  companies. 

A.D.  1858. 

By  chap.  177,  Laws  of  1858  (Sess.  Laws,  p.  152),  an  act  was 
passed  entitled  "  An  act  for  the  better  establishment  of  the 
Board  of  Insurance  Commissioners,^* 

The  board  was  reduced  from  three  to  two  commissioners.    It 

was  further  provided  by  the  second  section  of  said  act  as  follows: 

§  2.  *  *  And  it  shall  be  the  duty  of  said  commissioners  tocalcnttte 
the  existing  value,  on  some  day  in  every  year  designated  by  them,  of  all 
outstanding  policies  of  Life  insurance  in  companies  authorized  to  make 
insurance  on  lives  in  this  Commonwealth;  and  such  calculated  values 
shall  be  included  by  the  insurance  commissioners  in  their  annual  report 
to  the  legislature.  All  companies  making  insurance  upon  lives,  or  their 
agents  in  this  Commonwealth,  shall  furnish  to  the  commissioners  an 
attested  statement,  certified  in  the  same  manner  in  which  their  returns 
are  now  required  to  be  certified,  setting  forth  in  form  the  number,  date, 
and  amount  of  each  policy,  and  the  age  of  the  insured  at  the  period  of 
its  date,  in  default  whereof  the  said  companies  or  their  agents  shall  be 
liable  to  the  same  penalties  as  are  imposed  by  law  for  neglect  to  make 
returns. 

/(/.,  S  a,  Set*.  Laws,  /.  i^} 

Here,  for  the  first  time  in  Massachusetts  we  find  provisions 
relating  to  State  valuations  of  Life  insurance  policies,  but  no  table 
of  mortality  was  prescribed  or  rate  of  interest  fixed  by  statute. 

A.D.  1861. 

In  the  celebrated  non-forfeiture  law  of  1861,  we  first  find  any 

allusion  in  Massachusetts  statutes  to  tables  of  mortality  and  rates  of 

interest ;    this  act,  for  the  purposes  of  surrender  values  only, 

fixed  upon  the  Actuaries^  table  dXfour  per  cent 

§  X.  No  policy  of  insurance  on  Hfb,  issued  on  and  after  the  tenth  da/of 
May,  in  the  year  eightoen  hundred  and  sixty-one,  by  any  company 
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diartered  b^  the  anthoritj  of  this  Commonwealth,  shall  be  forfeited,  or 
become  void,  bjr  the  non-pajment  of  premium  thereon,  anjr  further  than 
regards  the  right  of  the  party  insured  therein  to  have  it  continued  in  force 
beyond  a  certain  period,  to  be  determined  as  follows,  to  wit :  the  net  value 
of  the  policj,  when  the  premium  becomes  due  and  is  not  paid,  shall  be 
sficertained  according  to  the  ** combined  experience**  or  "actuaries'" 
rate  of  mortalitj,  with  interest  at  four  per  centum  per  annum,  after 
deducting  from  such  net  value  any  indebtedness  to  the  company  or  notes 
held  b/  the  company  agiinst  the  insured,  which  notes,  if  given  for 
premium,  shall  then  be  canceled;  four-fifths  of  what  remains  shall  be 
considered  as  a  net  single  premium  of  temporary  insurance,  and  the  term 
for  which  it  will  insure  shall  be  determined  according  to  the  age  of  the 
party  at  the  time  of  the  lapse  of  premium  and  the  assumption  of  mortality 
and  interest  aforesaid. 


Sfmof  1861,  ek^p,  18&  f  «,/(..49$.  495. 
S§€  also  the  tccomd  ttction  cftku  act^  m/., 


A.D.  1863. 

During  this  year,  1863  (April  13),  an  act  was  passed,  entitled 
^^An  act  concerning' Life  insurance^^  which  provided  as  follows : 

**  When  the  actual  funds  of  any  Life  insurance  company  doine  business 
in  this  Commonwealth  are  not  of  a  net  cash  value  equal  to  its  liabilities, 
counting  (as  such)  the  net  value  of  its  policies  according  to  the  rule  of 
valuation  adopted  in  chapter  186,  of  the  act  of  1861,  it  shaU  be  the  duty  of 
the  insurance  commissioner  to  give  notice  to  such  company,  and  its 
agents,  to  discontinue  issuing  new  policies  within  this  Commonwealth 
until  such  time  as  its  funds  have  become  equal  to  its  liabilities,  valuing  its 
policies  as  aforesaid.  And  any  officer  or  agent  who  shall,  after  such  notice 
has  been  ^iven,  before  its  funds  have  become  equal  to  its  liabilities  as 
aforesaid,  issue  a  new  policy  from  and  on  behalf  of  such  company,  shall 
be  subject  to  the  penalties  provided  in  chap.  58,  sec.  77,  of  the  general 
statutes.** 

Act  of  1863,  Sat,  Lawty  p.  45S ;  Wolford*s  Ins,  LawSyp,  ayi. 

With  the  exception  of  the  act  in  the  State  of  Georgia,  herein- 
after alluded  to,  this  Massachusetts  act  of  1863  was,  so  far  as 
my  information  extends,  the  first  attempt  by  any  legislative  body 
to  fix  upon  a  specified  table  of  mortality  and  rate  of  interest  to  be 
assumed  in  determining  the  amount  of  reserve  Included  as  a  debit 
among  the  liabilities  of  a  Life  insurance  company. 

A.D.  1866. 

By  chap.  255  (passed  May  23)  of  the  laws  of  this  year,  the 
office  of  insurance  commissioners  was  abolished  after  the  first  of 
July  then  next,  and  one  commissioner  was  substituted  in  lieu  of 
the  old  board  of  two  commissioners. 

St9s,  Laws  1866,  rAff/.  S55,/.  t4j. 

On  the  1 6th  day  of  February,  1866  (Sess.  Laws,  chap.  33,  p. 
23),  an  act  was  passed,  entitled  "  An  act  in  relation  to  the  dis- 


Digitized  by 


Google 


no 

tribution  of  surplus  funds  of  Life  insurance  companies^"  ike 
first  and  second  sections  of  which  enacted  in  substance  as  follcrws: 

§§  I  &  2.  Life  insurance  companies  which  do  business  upon  the  prin- 
ciple of  mutual  insurance;  or  the  members  of  which  are  entitled  to  shtre 
in  the  surplus  funds  thereof,  may  make  distribution  of  such  surplus  u 
they  have  accumulatedi  annually,  or  once  in  two,  three,  four,  or  fi?e 
years,  as  the  directors  thereof  from  time  to  rime  determine.  In  determin- 
ing the  amount  of  the  surplus  to  be  distributed,  there  shall  be  reserved 
an  amount  not  less  than  the  aggregate  net  value  of  all  the  outstanding 
policies,  said  value  being  computed  by  the  *' combined  experience"  or 
'*  actuaries'"  rate  of  mortality,  with  interest  at  four  per  cent 

Aei  of  1S66,  Su9,  Lavfs^p,  3,  §}  i,  a ;  Wolford^a  Iiu,  Lam^f,  tgf. 

Population,  census  of  1S70 ^ASliSS 

Area,  square  miles.  ••••••••••• •  •  • •  •  •         7,500 

Number  of  Life  insurance  companies*  •*•••*# 6 

CONNECTICUT. 

This  State  in  July  last,  adopted  the  old  Actuaries  table  at/wr 
per  centum  interest,  allowing,  however,  to  Connecticut  companies 
only,  an  impairment  equal  to  one-fourth  of  a  company's  liabilities, 
before  the  insurance  commissioner  is  obliged  to  apply  for  the 
appointment  of  a  receiver  or  trustee ;  but  allowing  him,  in  his 
discretion^  to  apply,  when  the  impairment  ranges  less  than  one- 
fourth  of  the  liabilities,  including  of  course,  as  a  portion  of  the 
liabilities,  the  statute  re-insurance  fund ; — ^the  company  so  impaired 
being  obliged  to  stop  all  further  dividends  to  either  stock  or  policy- 
holders, and  to  issue  no  new  policies  so  long  as  the  impairment 
continues. 

A.D.  1871. 

§28.  Upon  receipt  of  such  report  the  commissioner  shall,  without 
delay,  make  a  valuation  of  the  policies  of  each  company,  and  ascertain 
the  amount  of  re-insurance  reserve  proper  to  be  held  on  account  thereof! 
He  shall,  for  this  purpose,  assume  the  rate  of  mortality  shown  by  the  to- 
called  actuaries'  or  combined  experience  table,  and  four  per  cent 
compound  interest;  and  he  shall  value  only  net  premiums. 

Section  a^,  chap,  5,  of  the  act  entitled  "  Am  Act  in  addition  to  and  in  tdteretien 
of  *Am  act  conceming^  communities  and  corporations,* "  Approved  jmj 
»7, 1871. 

§  28.  If  it  shall  appear  from  any  report,  valuation,  or  examination,  at 
herein  provided,  that  the  assets  of  any  company  chartered  by  this  State 
to  grant  insurances  or  make  contracts  contingent  upon  lives,  are  lett 
than  its  liabilities,  or  if  it  shall  fail  tu  comply  with  any  requirements  of 
this  act,  the  commissioner  shall  forthwith  notify  such  company  to  cease 
the  issue  of  new  policies,  and  the  payment  of  dividends  to  stock  and 
policyholders,  until  such  time  as  the  deficiency  shall  be  supplied;  and  he 
may,  at  his  discretion,  bring  his  petition  to  the  court  of  probate  tot  ths 
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dUtrict  in  which  the  principal  office  of  such  companj  is  located,  setting 
forth  the  facts  upon  which  it  is  founded,  and  praying  for  an  appointment 
of  a  trustee  to  take  possession  of  the  property  of  such  company  for  the 
benefit  of  its  creditors:  such  trustee,  if  appointed,  shall  proceed  as 
directed  bjr  section  twentjr-nine  of  thj^  act. 

Sections  24  and  25  provide  for  special  personal  examinations 
of  Life  insurance  companies,  both  in  and  out  of  Connecticut. 

S  29.  In  case  it  shall  appear  that  the  assets  are  less  in  amount  than 
three-fourths  of  the  liabilities  of  such  company,  the  commissioner  shall, 
without  delay,  bring  his  petition  to  the  court  of  probate  for  the  district 
in  which  the'  principal  office  of  such  company  is  located,  in  the  manner 
and  form  provided  in  section  28  of  this  act;  and  the  court  shall  there- 
upon appoint  a  trustee,  who  shall  file  with  said  court  his  oath  of  office, 
and  a  bond  in  such  amount  with  such  security  as  the  court  may  direct, 
and  who  shall  take  possession  of  all  books,  papers,  and  property,  and 
receive  all  moneys  belonging  to  such  company,  and  apply  the  same,  under 
order  of  the  court,  to  the  settlement  of  all  claims  against  it,  and  to  the 
re-insurance  of  its  risks  in  some  company  or  companies  of  good  standing, 
preference  being  given  to  companies  chartered  by  this  State.  The  trustee 
shall  make  a  mil  report  of  his  doings  in  the  premises  to  the  court 
appointing  him ;  and  the  court  shall,  upon  the  re-insurance  of  its  rifeks, 
and  the  transfer  of  its  property  for  that  purpose,  declare  the  dissolution 
of  the  company,  by  an  order  to  be  published  for  one  month  in  a  paper  of 
general  circulation  published  in  the  county  where  the  company  is  located. 

§  30.  Any  company  organized  or  incorporated  in  another  State,  or  by 
the  Government  of  the  United  States  or  of  any  foreign  countrv,  to  grant 
insurances  or  make  contracts  contingent  upon  lives,  before  being 
admitted  to  do  business  in  this  State,  and  receiving  the  commissioner's 
license  therefor,  and  on  or  before  the  first  day  of  March  in  each  year, 
shall  furnish  to  the  insurance  commissioner  a  certificate  of  the  proper 
officer  of  the  State  or  Government  by  whose  authority  it  is  organized  or 
incorporated,  setting  forth  a  true  and  full  copy  of  its  report  to  such 
officer  of  its  condition  upon  the  thirty-first  day  of  December  last  preced- 
ing, a  valuation  of  its  policies  and  contracts  by  said  officer,  by  a  standard 
equivalent  to  that  provided  in  section  twenty-three  of  this  act,  and  that 
the  company  has  complied  with  all  the  laws  of  the  State  or  government 
by  whose  authority  it  is  organized  or  incorporated,  and  is  authorized  to 
transact  business  therein.  If  such  certificate  shall  substantially  furnish 
the  information  required  from  companies  chartered  by  this  State,  and  it 
shall  appear  therefrom,  that  the  company  furnishing  the  same  is  solvent, 
and  if  it  shall  have  complied  with  all  other  provisions  of  law  necessary 
thereto,  the  commissioner  shall  thereupon  issue  his  license  to  such  com- 
pany to  transact  business  in  this  State  for  one  year  from  the  thirty-first 
day  of  December  last  preceding. 

§31.  In  default  of  the  certificate  aforesaid,  or  if  any  other  State  or 
country  shall  refuse  to  license  Life  insurance  companies,  chartered  by 
this  State,  to  transact  business  in  such  other  State  or  country  upon  a 
similar  certificate  from  the  commissioner  of  this  State,  no  license  shall 
issue  to  any  company  organized  or  incorporated  in  such  other  State 
to  transact  business  in  this  State,  until  it  shall  have  made  a  report  in  the 
manner  and  form  required  from  companies  chartered  by  this  State,  and 
until  ft  valuation  of  its  policies  and  contract  shall  have  been  made  by  the 
commissioners  as  hereinbefore  provided. 

{  32.  If  it  shall  at  any  time  appear,  to  the  satisfaction  of  the  com- 
missioner, from  personal  examination,  or  from  any  report  or  valuation, 
or  certificate  of  the  same,  that  any  life  insurance  company,  organized  or 
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incorporated  in  another  State,  of  under  the  anthoHtjr  of  the  goremment 
of  the  United  States,  or  of  anjr  foreign  country,  does  not  possess  assets 
equal  in  amount  to  its  liabilities  ascertained  as  hereinbefore  provided,  he 
shall  forthwith  revoke  his  license  to  said  company  and  to  its  agents  to 
transact  business  in  this  btate,  an4  shall  cause  notice  thereof  to  be  pub- 
lished for  one  month  in  two  newspapers  of  general  circulation  printed* 
one  in  the  city  of  Hartford,  and  one  in  the  city  of  New  Haven.  License 
to  such  company  to  transact  business  may  be  re-issued  when  the  com- 
missioner shall  become  satisfied  of  its  restoration  to  solvency. 

Sections  aS,  »9, 3'>.3i.  and  3a  0/  tkt  above  act  of  yalyrjt  1S71;    Wml/ord*» 
SiippiemtMitfp.  21.33. 

Population,  census  of  1S70 537454 

Area,  square  miles • •  •       4i7^ 

Number  of  Life  insurance  companies. 9 

MAINE. 

This  State  has  also  followed  Massachusetts  in  adopting  the  old 
Actuaries  or  Combined  Experience  table  at  Jour  per  cent. 

A.D.  1870. 

Whenever  it  shall  come  to  the  knowled^  of  the  commissioner  that  the 
actual  funds  of  any  Life  insurance  company  doing  business  in  this  State 
are  not  of  a  net  cash  value  equal  to  its  liabilities,  including  the  net  value 
of  its  policies  accord  in  sc  to  the  '^combiited  experience"  or  **  actuaries' 
rate  of  mortality,"  with  interest  at  four  per  cent  per  annum,  it  shall  be 
his  duty  to  give  notice  to  such  company  and  its  agents  to  cease  issuing 
policies  within  this  State.  The  commissioner  may  have  authority  to 
purchase  and  use  the  life  valuation  tables  adopted  by  the  insurance 
department  of  Massachusetts,  for  this  and  all  purposes  of  valuation 
under  this  act         ♦♦♦♦♦♦♦♦♦♦ 

Section  iS  of  ike  art  entitled  ^*An  act  concern in^  insurance  and  insnramce 
•  companies.^  Approved  March  ai,  1S70,  chap,  156,    Sess.  Laws^pp,  115,  ijo. 

Population,  census  of  1870 ..••••  626,915 

Area,  square  miles. ..•••.•••. ..••. .•     32,628 

Number  of  Life  insurance  companies •  •  • i 


NEW  HAMPSHIRE. 

New  Hampshire  has  also  adopted  the  same  standard  as  Mas- 
sachusetts, the  actuaries^  or  old  experience  table  at^biir  per  cent 

A.D.  1S70. 

§  I.  That  no  joint  stock  insurance  company  not  organized  under  the 
laws  of  this  State,  shall  be  permitted  or  allowed  to  transact  the  business 
of  fuch  company  in  this  State,  unless  it  shall  have  a  bona  fide  paid  up 
capital  invested  m  securities  readily  convertible  into  cash  of  at  least  one 
hundred  thousand  dollars,  nor  unless  such  company  8hall  have,  in  addition 
to  such  capital,  assets  equal  in  amount  to  all  its  outstanding  liabilities, 
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reckoning  fifty  per  cent  of  premiums  on  outstanding  fire  risks,  and  the 
premium  reserve  on  life  risks,  based  on  the  actuaries^  table  of  mor.ality, 
with  interest  at  four  per  cent  as  a  liability;  provided,  that  the  insurance 
commissioner  may,  at  his  discretion,  license  any  company  to  do  business 
in  thi«  State,  whose  impairment  of  capital  does  not  exceed  twenty  per 
cent  on  the  above  rate;  nor  shall  any  mutual  fire,  or  life  insurance,  or 
co-operation  insurance  company,  association  or  society  not  organized 
under  the  laws  of  this  State,  be  permitted  or  allowed  to  transact  the  busi- 
ness of  such  company  in  this  State,  unless  it  possesses  assets  amounting 
to  one  hundred  thousand  dollars,  invested  in  securities  readily  convertible 
into  cash,  nor  unless  it  possesses  such  assets  equal  to  all  its  outstanding 
liabilities  (including  re-insurance  to  be  estimated  as  in  case  of  joint  stock 
insurance  companies  above  named,  and  including  the  amount  of  guarantee 
capital  as  a  liability);  nor  until  all  the  laws  relating  to  insurance  com- 
panies of  other  States  enacted  by  this  State  shall  nave  been  complied 
with. 

Section  i  of  the  act  entitled  *^An  act  in  relation  to  insurance  companies  amdtluif 
agents.   Approved  Juiy  a,  1870 ;  Sess.  Laws,  chap,  i ,  /.  395. 

Population,  census  of  1870 •••••• 318,300 

Area,  square  miles • 9,41 1 

Number  of  Life  insurance  comp  anies None. 


ILLINOIS. 

Illinois  is  the  only  State  out  of  New  England  which  has 
adopted  the  old  actuaries  table  at  J'our  per  cent  interest, 
although  its  legal  rate  of  interest  ranges  from  six  to  ten  per  cent, 
and  its  actual  average  business  rate  is  about  nine  per  cent. 

A.D.  1869. 

f  la  Where  the  actual  funds  of  any  life  insurance  company  doing 
business  in  this  State,  are  not  of  a  net  value  equal  to  the  net  value  of  its 
policies,  according  to  the  •* combined  experience  "  or  **  actuaries*"  rate  of 
mortality,  with  interest  at  four  per  cent  per  annum,  it  shall  be  the  duty 
of  the  auditor  to  give  notice  to  such  company  and  its  agents  to  discon- 
tinue issuing  new  policies  within  this  State,  until  its  funds  have  become 
equal  to  its  liabilities,  valuing  its  policies  as  aforesaid.         *  *  * 

Section  in  of  the  act  entitled  '*  An  act  to  org^aniee  and  reflate  the  business  of 
life  insurance  in  the  State  of  Illinois. ^^  Approved  March  a6,  1S69. 
Watford's  Ins.  Lttws,p,  136;  Sess.  Laws  1S69,  p.  2i9*a35. 

Population,  census  of  1S70 •  •  •  •  •  2,539,891 

Area,  square  miles SSA'^S 

Ntunber  of  Life  insurance  companies. 4 


Digitized  by 


Google 


114 


IOWA. 

This  State  has  a  double  standard,  English  Life  Tahle^  No.  3, 
zXjive  per  cent,  interest,  or  the  Actuaries  Combined  Experience 
Table  of  Mortality,  nt/our  per  cent,  as  provided  in  the  following 
section : 

§  9.  As  soon  as  practicable  after  the  filing  of  said  statement  of  anj 
company  organized  or  doing  business  under  the  laws  of  this  State, 
in  the  office  of  the  Auditor  of  State,  he  shall  proceed  to  ascertain 
the  net  cash  value  of  each  policy  in  force,  upon  the  basis  of  the 
New  York  standard  of  valuation  of  life  policies,  it  being  Dr.  Parr's 
English  life  table.  No.  3,  for  males,  with  interest  at  five  per  cent, 
or  actuaries'  combined  experience  table  of  mortality,  with  interest  at 
four  percent;  but  in  case  such  valuation  has  been  made  in  New  York, 
or  any  other  State,  upon  the  basis  above  specified,  a  certificate  of  the 
auditor,  comptroller,  or  chief  financial  officer  of  such  State,  shall  be 
taken  by  the  auditor  of  this  State  as  sufficient  evidence  of  the  valuation  of 
such  policies,  and  of  the  amount  so  required  for  such  re-insurance,  and 
for  the  purpose  of  making  such  valuations.  When  not  already  done  as 
aforesaid,  the  auditor  may  employ  a  competent  actuary  to  do  the  same, 
who  shall  be  paid  by  the  company  for  which  the  service  was  rendered, 
but  nothing  herein  shall  prevent  any  company  from  making  such  valua- 
tion herein  contemplated,  which  shall. be  received  by  the  auditor  upon 
such  proof  as  he  may  determine.  Upon  ascertaining  the  net  cash  value 
of  policies  in  force  in  any  company  organized  under  the  laws  of  this  State, 
or  doing  business  in  this  State,  and  which  has  not  made  the  deposit 
required  in  section  four  of  this  act,  the  aitditor  shall  notify  said  company 
of  the  amount,  and,  within  thirty  days  after  the  date  of  such  notification, 
it  shall  be  the  duty  of  the  officers  ot  such  company  to  deposit  with  the 
auditor  the  amount  of  such  ascertained  valuation  of  all  policies  within 
this  State  in  Stocks  of  the  United  States  or  of  this  State,  or  of  any  other 
State  of  this  Union,  or  in  bonds  and  mortgages  on  real  estate  within  the 
limits  of  this  State,  or  within  the  State  where  such  company  is  located, 
of  at  least  double  the  value  loaned  thereon ;  provided^  that  no  joint  stock 
company  organized  under  the  laws  of  this  State,  or  doin^business  therein, 
shall  be  required  to  make  such  deposit  until  the  cash  value  of  the  policies 
in  force,  as  ascertained  by  the  auditor,  exceeds  the  amount  deposited  by 
said  company  under  section  two  of  this  act;  and  provided^  that  foreign 
companies  doing  business  in  this  State  are  not  required  to  make  a  deposit 
in  this  State,  provided  such  deposit  has  been  made  in  the  State  where 
located,  or  in  any  other  State,  when' they  shall  have  complied  with  section 
four  of  this  act. 

Sccifong.  chap.  173.  of  the  act  approved  Aprils  1S68.  entitled  '^Am  act  to  rejpu* 
late  Lif'  insurance  compantes,*^  WeU/ord^s  Ins.  Law,  pp.  179,  iSo  ;  S*sm. 
Law  J  iS6S,p.  2$i. 

Section  12  of  said  act  provides  for  special  personal  examina- 
tions  of  any  Life  insurance  company  doing  business  in  the  State 
of  Iowa. 


Digitized  by 


Google 


"5 

GEORGIA- 

A.D.  1859. 

During  this  year  an  act  was  passed  in  this  State,  entitled  "  An 
uci  to  regulate  the  agencies  of  foreign  insurance  companies^  and 
to  provide  for  the  appointment  of  an  insurance  commissioner.^^ 
Approved  Dec,  13,  1859. 

St  HMui*s  Mtrckantt  Mag,^  voL^i,  1860,/.  623. 

The  second  section  of  this  act  provides,  among  other  things, 
for  the  contents  of  the  annual  statement,  among  which  were, 
that  Life  companies  should  furnish  the  data  for  valuations : 

''8th.  The  amount  of  Life  insurance  premiums  received  durinip^  the 
preceding  year  for  whole-hfe  policies,  the  amount  for  temporary  policies, 
and  the  amount  of  other  policies,  the  whole  amount  insured  and  at  risk 
on  the  31st  day  of  December  preceding,  or  at  the  end  of  the  la^t  fiscal 
year,  on  temporary  life  policies,  and  the  amount  at  risk  on  the  whole-life 
policies  issued  for  a  single  premium,  or  for  which  the  company  have 
received  full  payment,  with  the  policyholders,  on  the  3i8t  December  pre 
ceding,  or  at  the  end  of  their  last  fiscal  year,  and  the  amount  at  risk  on 
whole-life  policies  for  which  a  uniform,  annual,  semi-annual,  or  quarterly 
premium  is  payable,  with  the  several  years  for  which  each  portion  of  this 
amount  has  been  issued,  and  the  amount  for  each  of  these  years,  the 
table  of  premium  charged  for  different  ages,  and  the  average  age  of  the 
insured  for  each  year  when  the  policies  were  taken ;  and  also  such  par- 
ticulars of  all  other  contracts  for  insurance,  or  endowments,  or  annuities, 
that  were  in  force  on  the  3i6t  day  of  December  preceding,  or  at  the  end 
of  their  last  fiscal  year,  as  are  needed  to  determine  the  present  worth  of 
their  liabilities;  or,  instead  of  these  requisitions,  any  other  statement  of 
their  future  liabilities  that  will  enable  the  commiteioner  to  determine 
their  present  worth,**  etc 

The  following  is  a  copy  of  the  fourth  section  of  said  act : 

S  4«  Nor  shall  he  issue  a  license  to  any  agent  or  agents  of  any  life 
insurance  company,  unless  he  is  satisfied  that  the  cash  value  of  their 
assets  exceeds  all  dues  and  claims  againt^t  the  company,  and  the  calcu* 
lated  present  worth  of  all  their  future  liabilities,  counting  the  rate  of 
mortality  at  twenty-five  per  cent  above  the  average  of  the  best  tables, 
and  the  rate  of  interest  at  four  per  cent,  and  the  annual  expense  at  the 
percentage  paid  by  the  company  in  the  preceding  year. 

This  section  is,  I  believe,  the  first  attempt  in  any  country  to 
fix  upon  a  legal  standard  for  the  valuation  of  Life  insurance  poli- 
cies by  the  State.  The  responsibility  and  honor  of  this  laudable 
efibrt  are  due  to  that  eminent  scholar  and  actuary.  Prof.  C.  F. 
McCay  (now  residing  in  Baltimore),  and  who  had  constructed  a 
table  of  mortality  in  accordance  with  the  provisions  of  this  act, 
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which  table  is  minutely  explained  in  a  series  of  elaborate  articles 
(Nos.  I  to  lo),  published  in  Hunt* $  Merchants  Magazine  for  the 
years  i860  and  1S61. 

The  act  proving  to  be  unsatisfactory  to  the  insurance  compa- 
nies, action  under  it  was  suspended  by  the  legislature,  and '  it 
never  went  into  practical  operation.  Historically  considered, 
however,  the  act  is  one  of  great  interest,  as  the  pioneer  enact- 
ment of  a  legislative  actuarial  basis  for  testing  the  solvency  of 
Life  insurance  companies. 


RECAPITXJULTION. 

The  following  is  a  statement  of  the  names  of  the  various  States 
which  have  adopted  the  American  Experience  Table^  at  four- 
and-a-half  per  cent  interest,  and  of.  those  also  which  have 
adopted  the  Actuaries^ ^  or  Old  Combined  Experience  Tabhy 
at  four  per  cent  interest,  as  State  standards  of  sblvency,  with  the 
population,  area,  and  number  of  Life  insurance  companies  in 
said  States  respectively : 

TABLE  No.  t. 
American  Experience  Table^  (41 /^^  cenS  ) 


NAMS  OF  STATE. 

Population. 

(sqaare  loiies.) 

Ko.  of  Life 
Inft.Co%. 

I.    NewYork 

4.3fa.7S9 
560.247 
364.399 

1.330,011 

1.721.395 
1,184,069 
1,054,670 

Z20,00O 

56.243 
53.924 

41 

a 

a.    California 

3.    Kansas 

A,    Kenti^kv. 

5.  Missouri 

6.  Michigan 

7.    WiseniisiTi , 

Total  (7  States) 

10.587.450      ' 

573."3 

5^ 
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TABLE  No.  2. 
Actuaries  or  Old  Combined  Experience  (4  fer  cent). 


KAMB  OP  STATE. 

Population. 

Area, 
(square  uiUes.) 

No.  of  Life 

T.    Massmchnsf^tts 

I.457.3SS 

026,915 

318.300 

2.539.89X 

7.500 

32.'6a8 

9.4" 

55.405 

6 

9 

z 
0 
4 

3.    Connecticut 

5,    Maine 

4.    New  Hampshire ........... 

km    riHnois  . ..', 

Total  (3  States) 

S.479.915 

X09.708 

90 

The  figures  for  the  population  have  been  taken  from  news- 
paper reports  of  the  recent  census,  and  may  not  be  entirely 
accurate. 

LBGAL  RATES   OP  INTEREST. 

The  above  summary  gives  the  existing  laws  of  the  different 
States  of  the  Union  which  have,  up  to  this  date,  established  legal 
standards  of  mortality  and  interest. 

In  connection  therewith,  it  is  important  to  know  what  are  the 
existing  laws  of  the  various  States  regulating  the  legal  rates  of 
interest,  the  penalties  for  usury,  and  the  actual  average  rates  of 
business  interest  received  on  various  classes  of  loans  and  invest- 
ments, I  have,  accordingly,  widi  considerable  labor  and  care, 
collected  the  following  information  on  this  subject  from  the 
several  States  and  Territories.  In  order  to  avoid  errors  and  to 
allow  an  opportunity  for  checking  them,  I  have  given  specific 
references  to  the  statutes,  and  in  many  cases  copied  them  literally, 
as  affording  more  full  and  satisfactory  information  to  both  lawyer 
and  layman. 

ALABAMA. 

In  this  State  the  statute  on  the  subject  of  interest  is  as  follows : 

f  1827  (1519).  Bate  of  interest  fixed  at  eight  per  cent.  The  rate  of 
interest  upon  the  loan  or  forbearance  of  money,  goods,  or  things  in  action, 
is  eight  dollars  upvn  one  hundred  dollars  for  one  year;  and  at  that  rate 
for  a  greater  or  less  sum,  or  a  longer  or  shorter  time. 

Mtvised  Cod*  of  Aiabama,  prepared  by  A*  y.   WaUUft  i9Sfj,pari  II,  tiil^if 
chapter  a,/.  406,  f  18J7. 

f  iSyi  (1523).  Interest  on  usmrioms  contracts  cetnnot  be  collected ;  and, 
if  ^idy  to.  he  dodmctedfrom  the  principal  duo.     All  contracts  for  the 
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pajment  of  interest  upon  the  loan  or  forbearance  of  goods,  money,  things 
in  action,  or  upon  any  contract  whatever,  at  a  higher  rate  than  is  pre- 
scribed in  thitf  chapter  are  usurious  and  cannot  be  enforced  except  as  to 
the  principal;  and  it  any  interei^t  has  been  paid  the  same  must  be  deduc- 
ted from  the  principal,  and  judgment  rendered  for  the  balance  only. 

As  to  the  actual  business  rate  of  interest  in  this  State,  Mr. 
Douglas  Vassy  a  leading  commission  merchant  in  Mobile,  writes 
to  me,  under  date  of  August  3,  1871,  as  follows : 

^"Our  banks,  bankers,  and  insurance  companies,  which  do 
most  of  the  lending  of  money  to  merchants,  take  otf  the  face  of 
the  paper  at  the  rate  of  eight  per  cent  discount  per  annum, 
which  is  equal  to  about  nine  per  cent  interest.  For  instance,  if 
a  note  at  twelve  months,  for  one  thousand  dollars,  is  offered  to 
me  for  discount,  I  will  take  off  eighty  dollars,  and  pay  the  bor- 
rower nine  hundred  and  twenty  dollars.  Nine  per  cent  interest  on 
what  he  gets  ($920)  would  be  $82.80.  Although  eight  per  cent 
is  the  legal  rate,  yet  money  during. the  business  season  and 
tight  times,  is  loaned  at  two  to  three  per  cent  per  month ;  but 
such  transactions  are  made  on  the  honor  of  the  borrower,  and  I 
have  never  known  an  instance  in  twenty-five  years*  business 
experience  where  any  conflict  or  contention  has  occurred  about 
the  extra  rate.  As  is  usual,  these  excessive  rates  are  paid  only 
under  extreme  necessities.'* 


ARKANSAS. 

The  Constitution  of  this  State  prohibits  the  passage  of  any 
usury  law  by  the  legislature. 

§  21.  The  General  Assembly  may,  by  general  law,  declare  the  legal 
rate  of  interest  upon  contracts  in  which  no  rate  of  interest  is  speciiied, 
but  no  law  limiting  the  rate  of  interest  for  which  individuals  may  contract 
in  this  State  shall  ever  be  passed. 

Art  XV,  Mixeetlaneons  Provision*^  f  si,  Ccnstiiutiom  of  1S6S,  *d,  of  1S70,  hj 
JamtsM,  Fomtroy^  p.  45. 

5  I.  That  the  rate  of  interest  upon  all  contracts  and  agreements,  writ- 
ten or  verbal,  expressed  or  implied,  for  the  payment  of  money,  shall  be 
six  per  cent  per  annum  upon  every  hundred  dollars,  unless  otherwise 
expressly  stipulated  by  the  parties,  or  unless  otherwise  provided  by  law. 

See.  I  ofiht  ad  entitled  **Am  art  tnfx  the  rates  of  interest  on  money  eontrads^ 
juagments,  mortgafres^  and  other  commercial  paper  J*  Approved  July  \^ 
iS(&    Session  Laws  1S68,  No,  IX,  /.  3a, 

§  3.  That  all  contracts  hereafter  to  be  made,  whether  verbal  or  written, 
it  shall  be  lawful  for  the  parties  to  stipulate  the  rate  and  agrree  on  any 
sum  ot  interest  that  may  be  taken  and  paid  on  anyone  hundred doUars 
of  money  loaned,  or  in  any  manner  due  and  owinsf  from  any  person  or 
corporation  to  any  other  person  or  corporation  in  this  State. 
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{  6.  No  plea  of  usurj  nor  defence  founded  upon  anj  allegation  of  usurj 
•hmll  be  sustained  in  anjr  court  in  this  State.  ***** 

Under  date  of  August  14, 1871,  Mr.  y.  B.  Bond,  of  Little  Rock 
Ark.,  writes  as  follows  in  reference  to  the  actual  business  rate  of 
interest  in  that  State : 

"  The  announced  *  bankable  rate*  on  best  paper  is  one-and-a- 
half  per  cent  per  month :  but  little,  if  any,  is  loaned  at  that  figure  ; 
hence,  the  borrower  is  forced  to  apply  to  the  '  curbstone  broker/ 
who  charges  him  never  less  than  two-and-a-half  per  cent  per 
month,  generally  five,  according  only  to  his  necessities.  Balances 
on  accounts,  notes  for  deferred  payments  for  real  estate,  and 
similar  debts,  command  ten  per  cent ;  but  for  cash  transactions  in 
legitimate  business  one-and-a-half  per  cent  per  month  is  the  lowest 
figure  I  can  place.  I  know  of  no  transactions  at  less  than  three 
per  cent.  It  is  fair,  however,  to  say  that  twenty  thousand  dollars 
will  most  probably  cover  the  existing  loans  at  five  per  cent.  I 
have  submitted  the  above  to  Lfr*  S.  H*  Tucker,  bankert  and  he 
approves  the  statements.'* 


CALIFORNIA. 

The  statute  in  this  State  is  as  follows : 

Section  1.  When  there  is  no  express  contract  In  writing  fixing  a  dif- 
ferent rate  of  interest,  interest  shall  be  allowed  at  the  rate  of  ten  percent 
per  annum  for  all  moneys  after  they  become  due  on  any  bond,  bill,  prom- 
issory note  or  other  instrument  of  writing;  and  for  money  due  on  the 
settlement  of  accounts  from  the  day  on  which  the  )0i1ance  is  ascertained, 
and  for  money  received  for  the  use  of  another ;  and  the  rate  of  interest 
on  any  judgment  recovered  before  any  court  in  this  State  for  money  lent, 
shall  be  seven  per  cent  per  annum. 

Ad  of  April  ^^  1S70,  f  i,  ekap.  47S ;  Session  Lotos  1869-70,/.  699. 

5  3.  Parties  may  agree  in  writing  for  the  payment  of  any  rate  of  inte- 
rest whatever,  on  money  due  or  to  become  due,  and  it  shall  be  allowed 
according  to  the  terms  thereof  until  the  entry  of  judgment  thereon ;  but 
whatever  majr  be  the  rate  of  interest  agreed  upon,  no  judgment  or  decree 
in  any  court  of  this  State  shall  draw  interest  at  a  rate  to  exceed  seven  per 
cent 

Chap*  439,  %  a,  Ajei  of  March  30,  iSdS ;  Session  Laws  p,  553. 

{  3.  The  parties  may  in  anjr  contract  in  writing,  whereby  any  debt  is 
secured  to  be  paid,  agree  that  if  the  interest  on  such  debt  is  not  punc- 
tually paid,  it  shall  become  a  part  of  the  principal,  and  thereafter  bear 
the  same  rate  of  interest  as  principal  debt. 

Ssetion.  3,  chap,  13,  Act  of  Mirth  13,  iS$o. 

Aft  to  the  business  rate  of  interest  now  prevailing  in  this  State, 
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Mr.  %  /?.  DameroHy  a  practising  lawyer  in  San  Francisco,  writes 
me,  under  date  of  August  5,  1S71,  as  follows :        ' 

"  The  prevailing  rate  of  interest  is  one  per  cent  per  month  on 
short  loans;  olten  as  high  as  one-and-a- half  per  cent  per  month 
on  short  loans.  Loans  made  on  real  estate  for  a. year,  or  longer, 
from  eight  to  twelve  per  cent  per  annum.  Until  lately,  tlie  rates 
of  interest  have  been  higher;  present  rates  are  owing  to  the 
large  amount  of  capital  in  the  savings  banks,  and  the  small 
demand  for  loans  for  improvements,  as  tliere  is  little  or  none 
going  on,  comparatively,  at  present.  There  are  opportimities  to 
loan  money  at  as  high  rates  as  two  to  three  per  cent  i>er  month 
on  mining  stocks  and  poor  collaterals,  which  is  often  done ;  but 
often  the  capital  and  interest  are  both  lost." 


CONNECTICUT. 

In  this  State,  unsuccessful  efforts  have  been  recently  made  to 
repeal  or  modify  tlie  usury  laws,  as  a  large  amount  of  capital 
leaves  the  State  annually  for  investment  elsewhere  at  higher  rates 
of  interest 

An  Act  to  restrain  the  taking  of  usury. 

Section  1.  Be  it  cnactrd,  <?/c.,  That  no  person  upon  any  contract  for 
the  loan  of  money  or  goods,  wares,  merchandise,  or  any  property  what- 
ever, bhall  take,  directly  or  indirectly,  more  than  the  value  of  six'dollars 
for  the  forbearance  of  one  hundred  dollarn  for  a  year,  and  ai\er  that  rate 
for  a  greater  or  less  sum,  or  for  a  longer  or  shorter  time. 

Gtntral  SiattUts  of  CoMUCiicmi,    Revision  of  1866,/.  731 ,  titU  LX  VZ. 
In  case  of  usury  all^e  interest,  legal  and  illegal,  is  forfeited. 

See  id,,  %%  J,  3, 4,  s,  «»J  6,  />.  73J,  733, 


DELAWARE. 

The  legal  rate  of  interest  in  this  State  is  six  per  cent 

Section  i.  The  legal  rate  of  interest  is  six  per  centum  per  annum ;  and, 
if  any  person  shall  directly  or  indirectly  take  for  the  loan  or  ui^e  of 
money  more  than  six  dollars  for  the  loan  or  uf^e  of  one  hundred  dollars 
for  one  year,^nd  in  that  proportion,  he  shall  forfeit  and  pay  to  any  one 
who  will  ((lie  for  the  same,  a  sum  equal  to  the  money  lent,  one-half  for 
the  use  of  the  person  so  suing  and  the  other  half  for  the  use  of  the  State. 

Revised  Code  of  183a,  iiOe  Ninth,  chap.  63,  J  i ,  /.  1S3. 

Mr.  yohn  H.  Payntery  Secretary  of  State,  writes  under  date  of 
Aug.  loth,  ult.,  that  the  business  rate  is  the  same  as thclegal  rate. 
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FLORIDA. 

When  there  is  no  agreement  the  rate  is  eight  per  cent ;  any 

conventional  rate,  however,  is  legal. 

I 
Chapter  1,563  [No.  29]. 

An  Act  to  untramniel  capital  and  to  repeal  all  laws  on  usury. 

Whereas,  Money  or  its  representatives,  like  other  property  and  com- 
modities thrown  upon  market  for  sale  or  loan,  should  no  more  than 
these  be  trammeled  by  law,  but  that  an  enlightened  policy  makes  it  judi- 
cious that  its  loan  should  be  lelt  to  the  laws  of  demand  and  supply,  and 
to  the  sense  of  the  mutual  interest  of  loaner  and  borrower,  therefore, 

Section  i.  Bti  fi  enacted  by  the  Senate  and  House  of  Representatives 
of  the  State  of  Florida^  in  General  Assembly  convened.  That  hereafter  it 
shall  not  be  usury  to  loan  or  to  borrow  money,  bonds,  or  notes,  at  rates 
beyond  that  now  allowed  by  law ;  frovided,  that  in  all  cases  where 
interest  shall  accrue  without  a  contract  having  been  made,  and  on  judg- 
ments, the  rates  of  interest  shall  remain  as  now  fixed,  or  may  be  here- 
after fixed  by  law. 

Session  Laws  of  1866,  sd.  session,  p.  97. 

The  lefcal  rate  is  fixed  at  eight  per  cent  where  no  agreement  has  been 
made  fixing  the  rate. 

Act  of  January  13, 1866 ;  Session  Lams,  \st  session,  1866,  p.  M. 

Mr.  yonaihan  C.  Greeley^  the  city  tax  collector  of  Jackson- 
ville, Florida,  writes  to  me  under  date  of  Sept.  2,  ult.,  tliat, — 

"  The  prevailing  interest  is  from  ten  to  twelve  per  cent, 
though  it  ranges  to  thirty-six  per  cent.  I  have  frequently  loaned 
money  for  parties  outside  the  State  at  twenty-five  per  cent  per 
annum,  with  real  estate  security." 


GEORGIA. 

AancLB  V. — Interest  and  Usury,  §  2023.  Lawful  interest  in  this 
State  shall  be  at  the  rate  of  seven  per  cent  per  annum. 

Code  of  Georgia,  revised hy  D.  Irwin,  i966.f.  40^ 

S  2034.  Usury  is  the  reserving  and  taking,  or  contracting  to  receive 
and  take,  either  directly  or  by  indirection,  a  greater  sum  fjpr  the  use  of 
money  than  the  lawful  interest. 

{  2025.  The  effect  of  usury  is  to  annul  and  make  void  the  contract  for 
the  usury ;  the  lender  having?  the  right  to  recover  the  principal  sum  loaned, 
with  le?al  interest  All  titles  to  property  made  as  a  part  of  an  usurious 
contract,  or  to  evade  the  laws  againts  usury,  are  void. 

Id,  p.  405 ;  see,  also,  $  3oa6  to  $  ao^i,  inclusive, 

Mr.  -ff.  JI,  Atkinson^  Private  Secretary  to  the  Governor, 
-vrrites  to  me  from  Atlanta,  under  date  of  Sept  2,  ult,  that, — 
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"  The  prevailing  or  average  rate  of  interest  which  money  will 
command  among  business  men  in  this  State,  is  from  one  to  two 
per  cent  per  month.  Money  can  be  loaned  at  these  rates  witli 
good  security." 

ILLINOIS. 

The  rate  of  interest  upon  all  contracts  and  agreements,  written  or  verbal, 
express  or  implied,  for  payment  of  m  >ney,  shall  be  six  per  cent  per 
annum  upon  every  one  hundred  dollars,  unless  otherwise  expressly 
stipulated  by  the  parties,  or  unless  otherwise  provided  by  law. 

A£(  <>/ 1 857. 5  1 ,  emti'tUd  **An  art  to  legalize  ten  per  eemt  interest  wim  it  it  mgrtU 
uponoeiwtenparties.    Sett „  Laws ^ p.  ^$, 

§  2.  That  in  all  contracts  hereafter  to  be  made,  whether  written  or 
rerbaU  it  shall  be  lawful  for  the  parties  to  stipulate  or  agree  that  ten  per 
cent  per  annum,  or  nnv  less  sum  of  interest,  shall  be  taken  and  paid  upon 
every  one  hundred  dollars  of  money  loaned  or  in  any  manner  due  and 
owingr  from  any  person  or  corporation  to  any  other  person  or  corporation 
in  this  State. 

/./.,$  3,/.  46;   also  Gross*  (yl  fd*)  Statutes  0/ Illinois,  ckap^  Si,  ppt  X:^*  tl^ 

$  3.  If  any  person  or  corporation  in  this  State  shall  contract  to  receive 
a  s^reater  rate  of  interest  than  ten  per  cent  upon  any  contract,  verbal  or 
written,  such  person  or  corporation  shall  forfeit  the  whole  of  said  interest 
so  contracted  to  be  received,  and  shall  be  entitled  only  to  recover  the 
principal  sum  due  to  such  person  or  corporation.    . 

Sec,  3.  id, ;  Sfss,  Laws  of  iS^,  /.  46, 

See,  also,  for  other  provisions,  Gross'  (3rd  ed.)  Illinois  Statutes,  chap. 
S4»  §§  »3  to  16,  pp.  371,  37i. 

Mr.  George  W.  Wade^  of  Chicago,  a  reliable  autliority, 
writes  under  date  of  July  31,  ult.,  that  tlie  average  rate  of  actual 
business  interest  is  nine  per  cent. 


INDIANA. 

Section  3.  Be  it  enacted^  etc,,,  That  interest  upon  the  loan  or  for- 
bearance of  money,  goods,  or  things  in  action  shall  be  at  the  rate  of  six 
dollars  a  year  upon  one  hun<lred  dollars,  and  no  greater  rate  of  interest 
shall  be  taken,  directly  or  indirectly,  unless  the  agreement  to  pay  a 
h'gher  rate  of  interest  be  made  in  writing  and  signed  by  the  part/  to  be 
charged;  biitsucn  rate  of  interest  shall  in  no  case  exceed  the  rate  of  ten 
dollars  a  year  on  one  hundred  dollars.  But  it  may  be  taken  yearly  or  for 
any  shorter  period  in  ndvnnce. 

Chap  LXXIL  Laws  of  18^?.  f.  \%\  t  art  entitled  **Am  act  rowceminj^  interert 
on  money,  and  to  provide  for  recoupment  of  usurious  interest,^  Approved 
March  9,  1867. 

All  interest  exceeding  the  rate  of  ten  per  cent  per  annum  shall  be 
deemed  usurious  and  illegal  at  to  the  excess  only,  etc 

Id.%%. 
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Gen.  Nathan  KimhalL  of  Indianapolis,  writes  under  date  of 
July  29,  that,— 

**  The  prevailing  or  averag'^  rate  of  actual  business  interest 
'which  money  will  command  is  ten  per  cent.  We  could  loan 
hundreds  of  thousands  of  dollars  at  ten  per  cent  on  first  class 
real  estate  (mortgages)  security,  interest  payable  semi-annually.'* 


IOWA. 

The  rate  of  interest  shall  be  six  cents  on  the  hundred  by  the  jcar  on 
money  due  by  express  contract,  unless  a  different  rate  be  expressed  in 
writing.     ♦        *   .     • 

Revision  o/iS60f  titlt  13,  chap.  73,  art,  a,  §  1787,/.  316. 

$  1788.  Parties  may  agree  in  writing  for  the  payment  of  interest  not 
excee(iinff  ten  cents  on  the  hundred  by  the  year. 

Penalty  for  usury,  forfeiture  of  ten  per  cent  of  contract  to  State  for 
benefit  of  school  fund,  and  forfeits  all  interest  and  costs. 

Mr.  yoAn  B.  Jlenry^  a  lawyer  in  Davenport,  writes  under 
date  of  Aug.  i,  ult,  that, — 

"Money  commands  ten  per  cent  interest, c/^ar.  In  cases  of 
money  loaned  by  the  savings  banks  and  insurance  companies  the 
borrower  furnishes  an  abstract  of  the  title  to  the  land  offered  as 
security,  and  pays  the  cost  of  conveyancing  and  recording,  and 
foreclosing  if  necessary." 

KANSAS. 

SBCnoif  I.  Creditors  shall  be  allowed  to  receive  interest  rt  the  rate  of 
•even  per  cent  per  annum,  when  no  other  rate  of  interest  is  agreed  upont 
for  all  money  after  it  becomes  due ;  for  money  lent  or  due  on  settlemen, 
of  account,  from  the  day  of  liquidation  of  the  same  and  ascertaining  the 
balance;  for  money  received  for  the  use  of  another  and  retained  without 
the  owner's  knowledge  of  the  receipt,  for  moqey  due  and  withheld  by  an 
unreasonable  and  vexatious  delay  of  payment  or  settlement  of  accounts; 
for  all  money  due  or  to  become  due  for  the  forbearance  of  payment 
whereof  an  express  promise  to  pay  interest  has  been  made;  and  for 
money  due  from  corporations  and  individuals  to  their  day  or  monthly 
employ^,  from  and  after  the  end  of  each  month,  unless  the  same  shall 
be  paid  within  fifteen  days  thereafter. 

Chap.  XCV.  %  1,  Seiut.  Laws  of  Kansas,  1S71,  p.  »So.  act  entiU^  "An  act  to 
amend  an  act  entitled  an  act  regulatings  the  inUrest  of  money. ^  Approved 
February  39, 1868. 

§  a.  The  parties  to  any  bond,  bill,  promissory  note,  or  other  instru- 
ment of  writing  for  the  payment  or  forbearance  of  money,  may  stipulate 
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therein  for  interest  receirable  upon  the  amount  of  such  bond,  bill,  note, 
or  other  instrument,  at  any  rate  not  exceeding  twelve  per  cen(  per  annum. 

Chap,  51,  Interest  sec.  General  Statutes  of  Kansas ^  iS6S,/.sa5. 

In  cases  of  usurious  contracts  all  the  interest  is  forfeited,  the  principal 
alone  is  recoverable. 

Sec,  4  id,,  p.  536 ;  see,  also,  id.  §S  3,  5,  and  6,  same  title,  oflntsrest* 

Messrs.    Crawford  and    Wri^^ht^  of  Leavenworth,  Kansas, 
inform  me  that  twelve  per  cent  is  the  "  actual  business  interest" 


KENTUCKY. 

Section  i.  Legal  interest  shall  be  at  the  rate  of  six  dollars  upon  one 
hundred  dollars  for  a  3^ear,  and  at  the  same  rate  for  a  greater  or  less  sum 
and  for  a  longer  or  shorter  time. 

Chap,  LIU,  Interest  and  Usury,  §  1,  Revised  Statutss  of  Kentucky,  p.  ^\^ 

The  act  approved  March  14,  1871,  makes  it  lawful  t^  contract  in  writing 
for  interest  not  exceeding  ten  per  cent  per  annum. 

If  an^  rate  is  contracted  for  exceeding  ten  per  cent,  the  whole  interest 
is  forfeited. 

Id,%Si  see,  also,  irf-H  3  ««'f 

Mr.  yoAn  C  Bonnycdstle^  of  Louisville,  writes  under  date  ot 
Aug.  I,  ult,  that  "about  nine  per  cent  per  annum  has  been, 
during  the  past  two  years,  tlie  average  rate  of  interest  paid  on 
business  transactions  in  Kentucky." 

LOUISLAJ^A. 

§  1883.  All  debts  shall  bear  interest  at  the  rate  of  five  per  cent  from  the 
time  the/  become  due,  unless  otherwise  stipulated. 

Revised  Statutes  cf  Louisiana,  1870,  {  1S83,  of  Interest,  f.^t^ 

§  1884.  Article  2895  of  the  civil  code  shall  be  so  amended  that  the 
amount  of  conventional  interest  shall  in  no  case  exceed  eight  per  cent, 
under  pain  of  forfeiture  of  the  entire  interest  so  contracted. 

id.p^m 

§  18S6.  The  holder  of  any  circulating  note  which  may  have  been  pro- 
tested for  non-payment  shall  be  entitled  to  damages  at  the  rate  of  twelve 
per  cent  per  annum  in  lieu  of  interest  until  final  payment,  payable  out  of 
Uie  general  fund  of  the  insolvent  party. 

§  1889.  The  owner  of  any  promissory  note,  bond  or  written  obligation 
for  the  payment  of  money  to  order  or  bearer,  or  transferable  by  twign- 
nient,  shall  have  the  right  to  collect  the  whole  amount  of  such  promit^oiy 
notes,  bonds  or  written  obligations,  notwithstanding  such  promissonr 
notes,  bonds  or  written  obligations  may  include  a  greater  rate  of  interest 
or  discount  than  eight  per  cent  per  annum;  provided,  such  obligationi 
shall  not  bear  more  than  eight  per  cent  interest  per  annum  after  their 
maturities  until  paid. 
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§  1890.  "The  banking  inttitutiont  of  the  tUte  of  Louisiana **  author- 
ized to  ditcount  paper  at  the  rate  of  eight  per  cent 

Id.iiSgo,/.  3^1^  Ado/ 1966, 

Mr.  Z.  -F.  GenereSy  banker,  of  New  Orleans,  one  of  the  most 
reliable  and  competent  authorities  in  that  city,  informs  me  through 
Col.  Samuel  Flower^  under  date  of  August  2S  ult,  as  follows : 

"Good  business  or  factors'  paper,  factors'  acceptances  of  planters' 
drafts,  have  ranged  during  the  past  year  trom  twelve  to  fifteen  per 
cent ;  same,  or  other  paper  with  collaterals,  state  securities,  etc., 
has  averaged  about  ten  per  cent.  First-class  mortgages  have 
averaged  about  nine  per  cent.  It  is  now  impossible  to  get  more 
than  eight  per  cent  for  first-class  mortgages  (with  vendor's  lien), 
at  least  it  is  an  exception  to  get  more  than  that.  In  this  connec- 
tion, also,  it  is,  perhaps,  proper  that  I  sliould  mention  the  action 
of  the  directory  of  the  Bank  of  America,  one  of  our  leading  banks, 
a  few  days  since,  in  reducing  rate  of  interest  for  less  than  sixty 
days  at  six  per  cent,  which  fact  I  state  without  venturing  any 
opinion  as  to  how  far  they  may  be  indicative  of  any  permanent 
change,  or  of  future  rates.* 


MAINE. 

SxcnoN  I.    In  the  absence  of  any  agreement,  in  writing,  the  legal  rate 
of  interest  shall  be  six  per  cent  per  annum. 

Chap,  1  H>  i  I »  ^*  -Am  act  cmuwmiwg  ik$  .rmte  of  inUrnt,^    Approved  March  1 1 , 


1S70,    So$9,  Lormt  of  1870,  /.  95. 

Usurj  laws  repealed  by  chapter  169. 


Lmmtofx^jOy  Smm,  Lswa^p,  130 


Mr.  Mark  Harden^  Acting  Private  Secretary  of  the  Governor, 
writes  under  date  of  Augusta,  August  8,  ult,  that — 

"  Money  at  the  banks  here  on  deposit  is  worth  seven  per  cent ; 
good  paper,  small  amounts,  on  short  time,  the  ruling  prices  is 
eight  per  cent." 

MARYLAND. 

Sbctiok  I.  Interest  mar  be  charged  or  deducted  at  the  rate  of  six  per 
centum  per  annum,  and  ttie  same  ma/  be  calculated  according  to  the 
standard  laid  down  in  Rowlett*s  tables. 

Sec,  I.  Art,  XCV^  Umry,    Marylamd   Codt^  Puhlie  General  Laws,  vol,  k 

A^gal  interest  is  recoverable  ;*  all  the  excess  forfeited  to  the  defendant. 

5«e».4Muf5,  /.697/  see  also,  ^  9  and  s,  *d. 
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Mr.  Henry  C.   Wctgner^  of  Baltimore,  writes,  under  date  of 
July  29,  as  follows : 

'^  Money  commands,  upon  mortage  loans  in  Baltimore,  eight 
to  nine  per  cent,  the  former  for  long  terms  (three  to  five  years), 
and  the  latter  for  short  terms  (one  to  two  years)  ;  and  in  the  coun- 
ties of  the  state,  nine  to  twelve  per  cent,  according  to  margin 
and  time.  A  'bonus'  of  the  amount  of  *  extra  interest'  for  the 
whole  time  is  deducted  from  the  amount  of  mor^ge,  and  interest 
at  six  per  cent  upon  whole  amount  collected  quarterly  or  semi- 
annually. This  is  the  universal  practice  of  capitalists  and  loan 
associations,  and  is  considered  safe  against  a  plea  of  usury  ^Call 
loans'  upon  good  collateral  security  are  often  made  at  low  rates — 
four,  five  and  six  per  cent ;  but  our  banks  (state  and  national) 
receive  for  discounting  good  commercial  paper,  sixty  days  to  four , 
months,  seven  to  nine  per  annum,  according  to  agreement  and  the 
demand  for  money ;  it  is  very  irregular." 


MASSACHUSETTS. 

Section  i.  When  there  is  no  agreement  for  a  different  rate  of  interest 
of  money  the  same  shall  continue  to  be  at  the  rate  of  six  dollars  upon  one 
hundrecf  dollars  for  a  year,  and  at  the  same  rate  for  a  greater  or  leas  sum 
and  for  a  longer  or  shorter  time. 

Stc,  i.of^^Anact  concerning  tkt  raU  pf  imUrtsi/*    A^pr^vtd  Mnrek  <S  1867. 

Chap,  56,  S«ss,  Law$y  /.  500. 

%  3.  It  shall  be  lawful  to  contract  to  pay,  or  reserve  discount,  at  any 
rate,  and  to  contract  for  payment  and  receipt  of  any  rate  of  interest; 
frovidtdy  however^  that  no  greater  rate  of  interest  than  six  per  centum 
per  annum  shall  be  recovered  in  an^  action,  except  when  the  agreement 
to  pajr  such  greater  rate  of  interest  is  in  writing. 

Stc,  %oftk£  smm4  met* 

Bonds  issued  by  railroad  or  other  corporations,  under  authority  of  law, 
may  bear  interest  not  exceeding  the  rate  of  seven  per  centum  a  year. 

Act  appr^vtd  May  aS,  iSjo  |  S^S9,  Lmms,  /.  S13. 

The  prevailing  actual  business  rate  of  interest  is  the  same  as 
that  above  provided  for  railroad  and  other  corporate  bonds — about 
seven  per  cent 

MICHIGAN. 

The  legal  rate  it  seven  per  cent;  parties  maj  stipulate  in  writing  for 
the  payment  of  any  rate  of  interest  not  exceeding  ten  per  cent  per  annum. 

Compiled  Laws  o/MlcAigan^  1857,  VoL  /,/.  4a,  (1314)  Mr.  %. 

Plaintiff  may  recover  the  principal  and  legal  interest,  exclusive  of  the 
usury. 
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Compound  interest  may  be  collected  not  exceeding  the  legal  or  conven- 
tional rate. 

Act  of  1869,  Session  LamSy  p.  xa.  No,  11  tntiUtd  ^^  An  act  relating  to  interest 
upon  installmenls  falling  due  upon  -written  contracts?^ 

Mr.  Wm.  C.  Green^  insurance  manager  and  agent,  of  Detroit, 
writes  under  date  of  August  2,  ult.,  as  follows : 

^*I  think  that  it  is  safe  to  say  that  the  average  rate  of  actual 
business  interest  which  money  will  command  is  not  less  than  ten 
per  cent.  Some  few  loans  may  be  made  on  mortgages  at  a  less 
figure,  but  almost  any  amount  of  money  could  be  readily  invested 
at  ten  per  cent  interest  (payable  semi-annually)  on  excellent  real 
estate  security.  Bankers,  in  some  localities  readily  obtain  from 
one  to  three  per  cent  per  month  on  good  business  papen" 


MINNESOTA. 

Skction  I.  Interest  for  any  legal  indebtedness  shall  be  at  the  rate  of 
seven  dollars  upon  one  hundred  dollars  for  a  year,  unless  a  different  rate 
is  contracted  for  in  writing,  and  all  contracts  shall  bear  the  sarnie  rate  of 
interest  after  they  become  due  as  before,  if  it  clearly  appears  therefrom 
that  such  was  the  intention  of  the  parties;  but  no  contract  for  a  greater 
rate  of  interest  than  twelve  dollars  upon  one  hundred  dollars  for  a  year 
ahall  be  valid  for  the  excess  of  interest  over  twelve  per  cent 

Chapter  XXTITA  i,  RnitUm  of  1866  of  Statutes  of  Minnesota^  p,  aa6 ;  Article 
Interest  of  Money » 

Mr.  A.  Ji.  McGill^  Private  Secretary  to  the  Governor,  writes 
as  follows,  under  date  of  August  23,  ult : 

**  The  prevailing  rate  of  business  interest  on  money  is  twelve  per 
cent  per  annum.     This  is  the  rate  charged  by  all  of  our  banks." 


MISSISSIPPI 

Art.  I.  The  legal  rate  of  interest  on  all  bonds,  notes,  accounts,  judg- 
ments, and  contracts,  shall  be  six  per  cent  per  annum,  but  contracts  may 
be  made  in  writing  for  the  payment  of  a  rate  of  interest  as  great  as  ten 
per  cent  per  annum.  And  if  a  greater  rate  of  interest  than  ten  per  cent 
shall  be  stipulated  for  in  any  case,  such  excess  shall  be  forfeited,  on  the 
plea  of  the  party  to  be  charged  therewith ;  and  all  judgments  and  decrees 
.founded  on  any  contract,  shall  bear  interest  after  the  rate  of  the  debt  on 
which  such  judgment  or  decree  was  rendered. 

Art,  /,  Chap.  X,  Revised  Code  of  Mississippiy  iB^.p.  ZTO. 
See  also  idem^  p,  370,  articles  a,  3  and  4. 


Digitized  by 


Google 


128 

Messrs.  Mathews  S  Arnold^  a  leading  firm  of  lawyers  in 
Columbia,  Miss.,  write,  on  tlie  9th  day  of  Aug.,  ult  as  follows: 

"  The  average  rate  of  business  interest  which  money  will  com- 
mand in  this  State  we  should  say  would  be  about  ten  per  cent, 
though  we  cannot  speak  with  confidence  on  this  branch  of  the 
subject." 

MISSOURI. 

The  rate  where  there  is  no  agreement  is  six  per  cent 

Wa^ner^s  StaMtt,  Vol,  II,  §  i./TSi. 

The  parties  may  a^ee,  in  writing,  for  as  high  a  rate  as  ten  percent, 
and,  also,  for  interest  compounded  annually. 

Id.  $  a,  /.  7S3 ;  ai  Mo.  Rep.  433 ;  38  Mo.  lUp.  461. 

If  more  than  the  legal  rate  is  contracted  for  the  party  loses  all  of  the 
interest,  and  the  same  is  forfeited  to  the  county  for  the  use  of  the  common 
schools. 

Id.%  s^f.'fiy 

Mr.  Henry  JV,  Hough^  of  St.  Louis,  a  fire  and  Life  insurance 
officer,  writes,  under  date  of  September  2,  ult,  that, — 

"  Known  business  men  can  obtain  what  money  they  need  from 
banks  or  savings  institutions,  short  loans,  at  eight  per  cent  ;  those 
not  so  well  known  pay  ten  during  the  winter ;  outside  operators 
one-and-a-half  per  cent  per  month  in  St  Louis.  Take  the  State  at 
large,  the  prevailing  or  average  rate  of  actual  business  interest 
which  money  will  command  is  ten  per  cent  On  very  choice 
city  property,  eastern  capitalists  will  loan  at  nine  and  oflen  at 
eight  per  cent." 

NEBEL\SKA. 

Rate  ten  per  cent,  if  there  is  no  agreement ;  parties  may  :.grec  on  nte 
uot  exceeding  twelve  per  cent. 

Revhei    StatttUs  of  Ntbraskoy  July  i,  1866,  /.  341,   artUU  ^'Interdst^  o» 
amtndtd  thereafter. 

If  illegal  interest  has  been  contracted  for,  principal  only  recoverable, 
and  the  defendant  shall  recover  costs. 

Mr.  T.  W.  T.  Richards^  a  practicing  lawyer  at  Omaha,  writes 
under  date  of  August  14,  ult,  that, — 

"  All  bank  loans  are  made  at  the  rate  of  twelve  per  cent,  and 
interest  deducted  in  advance,  and  loans  never  made  for  a  longer 
time  than  ninety  days.  The  banks  will  only  loan  at  this  rate  to 
their  own  depositors.     Outsiders  pay  all  the  way  up  from  twelve 
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per  cent  per  annum  to  five  per  cent  per  month.  A  very  large 
amount  of  money  is  now  being  loaned  to  this  class  of  persons 
on  safe  security  at  two  to  three  per  cent  per  month.  In  such 
cases,  the  law  is,  of  course,  evaded  in  some  one  of  the  many 
ways  by  which  the  lender  is  protected.  Almost  any  amount  of 
money  can  at  present  be  loaned  in  Nebraska  upon  the  very  best 
securities,  both  real  and  personal,  at  twelve  per  cent,  and  in 
advance.  In  Omaha  and  vicinity  pretty  safe  securities  at  rates 
largely  in  excess  of  this.  As  to  real  estate  securities  in  Nebraska 
and  tne  West  generally,  I  must  say  that  I  regard  them  as  quite 
as  safe,  and,  in  some  respects,  better  securities,  than  like  securi^ 
ties  in  the  older  States.  In  the  West  property  is  constantly 
appreciating  in  value,  owing  to  the  very  rapid  development  of 
the  West ;  and  what  would  to-day  be  a  safe  security  for  a  specified 
amount  of  money,  in  five  years  would  be  doubly  safe." 


NEVADA. 

§  4.  When  there  is  no  express  contract,  in  writing,  fixing  a  different 
rate  of  interest,  interest  shall  be  allowed  at  the  rate  of  ten  per  cent  per 
annum  for  all  moneys  after  thejr  become  due,  on  any  bond,  bill,  or 
promissory  note,  or  other  instrument  of  writing,  on  any  judgment, 
recovered  before  any  court  in  this  Territory,  for  money  lent,  for  money 
due  on  the  settlement  of  accounts  from  the  day  on  which  the  balance  is 
aacertained,  and  for  money  received  to  the  use  of  another. 

Laws  of  1861,  chap,  XXXIV,  \  4,/.  100. 

§  5.  Parties  may  agree,  in  writing,  for  the  payment  of  any  rate  of 
interest  whatever  on  money  due  or  to  become  due  on  any  contract.  Any 
judgment  rendered  on  such  contract  shall  conform  thereto,  and  shall 
bear  the  interest  agreed  upon  by  the  parties,  and  which  shall  be  specified 
in  the  judgment,  provided^  onljr  the  amount  of  the  original  claim  or 
demand  shall  draw  interest  after  judgment. 

S  5,  id.p,  loa 

From  this  State,  Mr.  C.  H,  Belknap^  Private  Secretary  to  the 
Governor,  writes  from  Carson  City,  August  i8,  ult,  that, — 

"  The  rate  of  interest  varies  from  one-and-a-half  to  two  pej 
cent  per  month." 


NEW  HAMPSHIRE. 

§  3.  In  rendering  judgments,  and  in  all  business  transactions  wherO 
interest  is  paid  or  secured,  it  shall  be  computed  and  paid  at  the  rate  of 
six  dollars  on  a  hundred  dollars  for  one  year,  unless  a  lower  rate  is 
expressly  stipulated. 

Sec.  a,  chaK  CCXIII,  title ^  JudgmmUy  Gtutral  Statute*  0/  New  Hamp* 
skireyiB6fi,p,iZi. 
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§  3-  If  any  person,  upon  any  contract,  receives  interest  at  a  higher 
rate  than  six  per  cent,  he  shall  forfeit  three  times  the  sum  so  reoeiTcd  in 
excess  of  said  six  per  cent  to  the  person  who  will  sue  therefor. 

Contract  not  invalid  for  the  principal  and  legal  interest 

A'.  $4,/- 434- 

§  5.  Nothine^  in  this  chapter  shall  extend  to  the  letting  of  cattle  or 
other  usages  of  like  nature  m  practice  among  farmers,  or  to  maritime 
contracts,  as  bottomry  insurance,  or  course  of  exchange  as  heretofore 
used. 

-«§5,/-4M- 

Hon.  Oliver  Pillsbury^  Insurance  Commissioner,  writes  on  the 

30th  day  of  August,  ult.,  as  follows, — 

"  The  average  prevailing  rate  of  *  actual  business  interest*  at 
this  time  will  not  vary  much  from  seven  per  cent.  I  think, 
however,  tliat  a  gradual  decline  is  going  on,  and  the  present 
Indications  are  that  six  per  cent  will  be  reached.^ 


NEW  JERSEY. 

The  legal  rate  is  seven  per  cent.  ^ 

Chap.  CLXXTj  Laws  rf  1866.  Approved  March  15, 1866.  Seu.  X«w»,  p.  ^e6f 
act  entitled  ^'A  further  supplement  to  the  act  entitled  *Am  act  ajg^atrnti 
usury.*"  N£xon*s  Digest  (^  ed.)y  Laws  of  New  Jersey ^  1709-1866, 
/•  439- 

In  case  of  an  usurious  contract  principal  may  be  recovered  without 
ny  interest 

Act  of  tf6^p.  714 1  Nixonfs  Digest^p,  439. 

Mr.   William  L.  Dayton^   counselor,  etc.,  of  Trenton,  N.  J., 

writes,  under  date  of  August  7,  ult,  that, — 

"  The  prevailing  or  average  rate  of  actual  business  interest  in 
Ihis  State  is,  I  tliink,  the  legal  rate,  seven  per  cent.  This  is,  of 
course,  on  the  best  securities.  More  is  no  doubt  sometimes 
obtained,  seldom  less.  This  is,  however,  merely  an  individual 
opinion.  Money  may  command  higher  rates  in  other  parts  of  the 
State  than  in  this  city." 

NEW  YORK. 

The  Revised  Statutes  (  Vol.  /,  f.  772)  alloyr  the  excess  of 
interest  over  the  legal  rate  of  seven  per  cent  to  be  recovered  back^ 
and  declare  any  contract  tainted  with  usury  to  be  "  void.^* 

See  chap,  IV,  tiUe  ly\\\io  S,  fp,  771, 773*  '^^  ^^J^rst  ed. 
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NORTH  CAROLINA.  « 

The  legal  rate  when  there  is  no  special  contract  is  six  per  cent;  for  the 
loan  itt  monej  onljr  eight  per  cent  is  allowed  bjr  a  special  agreement  in 
writing. 

In  case  of  an  usurious  contract  the  principal  alone  is  recoverable;  all 
the  interest  is  forfeited. 

Chap.  H»  Low  of  1865,  ^66,  /.  80. 

Messrs.  Bragg"  d  Strongs  one  of  the  leading  law  firms  of  the 
State,  write  from  Raleigh,  August  25,  ult.,  that, — 

**  We  have  consulted  with  nearly  all  the  bank  officers  in  town, 
and  with  several  persons  having  control  of  and  lending  money, 
and  we  are  satisfied  that  twelve  per  cent  per  annum  is  an  outside 
average  figure.  The  banks  themselves  will  lend  from  three  to 
six  months,  at  eight  per  cent,  on  a  deposit  of  government  securi'r 
ties,  which  can  be  converted  into  money  at  the  day  the  money 
falls  due ;  and  private  individuals  will  loan  upon  mortgage,  at 
eight  per  cent,  lor  a  year  or  longer.  We  thought  money  would 
average,  throughout  the  State,  one-and-a-half  per  cent  per  month, 
because,  in  the  transactions  of  individuals  we  had  known  so 
much  larger  rate  to  be  demanded  and  paid,  coupled  with  the  fact 
that  the  ordinary  bank  operations  range  from  one  to  one-and-a- 
half  per  month.  We  are  now  satisfied  that  we  were  in  error,  and 
that  eight  to  ten  per  cent  per  annum,  secured  by  mortgage,  is  a 
fiur  rate.** 

Mr.  Kemp  P*  Battle^  counselor-at-law,  also  of  Raleigh,  N.  C, 
writes  as  follows,  August  25,  ult, — 

"  The  usual  bank  rates  for  thirty  or  sixty  days  are  from  one  to 
one-and-a-half  per  month,  according  to  circumstances ;  but  rates 
higher  than  these  have,  I  think,  ceased.  When  money  is  lent  on 
mor^ge  on  long  time,  I  know  some  cases  where,  by  charging  a 
bonus  in  the  shape  of  a  fee  or  commission,  ten  per  cent  per 
annum  is  realized.  But,  in  the  case  of  companies  whose  business 
is  not  to  bank  or  speculate,  but  merely  to  invest  in  first-class 
vsecurities  on  time,  eight  per  cent,  the  legal  interest,  is  usual,  and 
1  know  of  divers  cases  where  private  individuals  demand  only 
that  interest.  In  my  opinion,  an  insurance  company  should  obey 
the  laws  of  the  land  and  demand  only  legal  interest.  In  no  other 
way  can  the  confidence  of  the  public  be  gained.  In  North 
Carolina  the  causes  which  have  produced  the  present  enhanced 
rates  are  of  a  temporary  nature.  Business  will  not  justify,  for  a 
long  time,  their  continuance.  Debtors  will  be  ruinedf  if  they  are 
kept  up." 
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*  orao. 

Sbction  X.  Bb  it  •nmcUd^t  tie.,  That  tk*  p«rtias  to  anj  bond,  bill, 
promissorj  note,  or  other  inttrument  of  writing,  lor  the  forbearance  or 
payment  of  money  at  anjr  future  time,  maj  stipulate  therein  for  the  piyr- 
ment  of  interest  upon  the  amount  of  such  bond,  bill,  aote,  or  oUier 
instrument  of  writing,  at  an/  rate,  not  exceeding  tight  per  ftatuaa  par 
annum,  payable  anauaMy. 

SiC.  1, 0/aM  ad  tutUitd  *^Am  act  to  ammd  ^AM,^JutUi£  ik*  raU cfimUnst,^* 
PU9S4d  May  4, 1^69.    S€$9,  Xmw,  .^  9a. 

Rate,  six  per  cent  when  there  is  no  AgreenNriit. 

Mr.  W.  F.  Colbum^  Insurance  Manager,  of  Cincinnati,  writes 
as  follows, — 

"  The  prevailing  or  average  rate  of  actual  business  interest  is, 
or  rather  has  been,  nine  per  cent  For  tiiree  or  four  months  past 
money  has  been  in  the  hands  of  bankers  to  an  unusual  extent, 
with  small  demand  from  their  regular  customers  or  outsiders, 
consequently  money  can  be  readily  obtained  at  from  six  to  eight 
per  cent.  The  general  opinion  is,  that  this  state  of  things  will 
not  continue  longer  than  through  the  fall  months.  I  have  no 
doubt  the  old  rates  will  prevail  ^gftin*  unless  money  flows  in 
from  outside  sources." 

OREGON. 

The  rate  of  legal  interest  is  ten  per  cent  whev  there  is  no  rate  stipu- 
lated, and  in  other  specified  cases.  But  on  contracts  interest  at  the  rate 
of  one  ^er  centum  per  month  may  be  chargtd  by  expnsa  agreement  of 
the  parties,  and  no  more. 

Chap,  XXTV,  f  I,  Qttural  Ltm$  of  Ortgm^  1S4S-1S64,  emmpaa  hy  M,  P. 
l>tady,  p,iss^ 

In  case  of  an  usurious  contract,  the  principal  is  forfeited  to  the  State 
for  the  benefit  of  the  school  fund  of  the  county,  and  the  plaintiff  pays 
the  costs  of  suit,  the  defendant  escaping  the  payment  of  any  interest. 

M.  1 3  /.  7S6;  Mr,  aisa,  Af .  H  ».  4*  m*^'  ^ 

Mr.  George  P.  Holman^  attomey-at-law,  of  Salem,  Oregon, 
writes,  under  date  of  September  19,  ult,  that, —  * 

"  The  prevailing  or.  avera^  rate  of  actual  business  interest 
which  money  will  command  m  this  State  is  twelve  per  cent  per 
annum,  or  one  per  cent  per  month." 

Mr.  Henry  H.  Gilfry^  Private  Secretary  to  the  Governor, 
writes  to  the  same  effect,  and  also  that,  before  the  passage  of  the 
statute,  it  was  customary  to  charge  from  twenty  to  twenty-five 
per  cent  per  annimi. 
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PENNSYLVANIA. 

The  lawful  rate  of  interest  for  the  loan  or  use  of  monejr  in  all  cases, 
when  no  express  contract  shall  have  been  made  lor  a  less  sum,  shall  be 
six  per  cent  per  annum;  and  the  first  and  second  sections  of  the  act  of 
March  3,  A.D.  1723,  entitled  **  An  act  to  reduce  the  interest  of  money 
from  eight  to  six  per  cent  per  annum/'  be,  and  the  same  is  hereby  repealecf. 

/fo,  557.  }  I,  0/  "Am  act  rtgnlaiin^  the  rate  of  interest  J^  Approved  May  aS, 
i^.  Senx.  Laws^  p.622,  Purdok's  2)igest^  Brightly^  1700-1861,  /.  561, 
Article,  Juierest,  f  1 . 

Commission  merchants,  in  certain  cases,  may  charge  at  the  rate  of 
•eren  per  cent 

PurdoiCs  Digest,  \  3.  /.  561 ;  article,  ImUrest, 

The  charters  of  some  savings  banks  allow  a  rate  of  ten  per  cent 

The  lender  forfeits  the  excess  of  interest  over  the  legal  rate ;  no  other 
penalty. 

Acta/ May  ^i^^%9. 

Mr.  y>  Morris  Harding'^  of  Philadelphia,  writes,  September, 
ult,  that, — 

"  The  prevailing  or  average  rate  of  interest  is  so  unsettled  in 
the  several  sections  of  the  State,  owing  to  various  influences, 
that  it  is  impossible  to  give  a  rate,  or  even  an  approximation ; 
e.  g'.y  in  Philadelphia,  the  market  closely  follows  New  York ;  in 
Lancaster  it  is  six  per  cent ;  in  Titusville  and  oil  regions  eighteen 
per  cent;  in  Pittsburgh  ten  per  cent,"  etc. 

Mr.  David  W.  Bell,  attorney-at-law,  of  Pittsburgh,  writes, 
August  I,  ult,  that, — 

*^The  prevailing  or  average  rate  of  actual  business  interest 
which  money  commands  in  this  State  at » present  (because  it 
varies)  is  about  eight  per  cent ;  but  parties  often  get  nine  and 
ten.    We  would  say  eight  per  cent  was  a  fair  average  at  present 


SOUTH  CAROLrSTA. 

Rate  fixed  at  seven  per  cent  in  lieu  of  eight  per  cent,  by  act  of  January 
«»  1777- 

Statutes  at  Large  of  S.  C,  Vol,  IV,  p,  363. 

Act  of  December  18,  1830,  the  former  penalties  for  usury  reduced  to  a 
forfeiture  only  of  all  interest,  the  principal  sum  alone  being  recoverable 
without  costs. 

Id,,  Vol.  VLp,^a^ 

See  act  of  1831,  also  4S,  49. 

I  am  informed  by  Mr.  yohn  Hearty  Private  Secretary  to  the 
Governor,  that  there  are  no  usury  laws  in  force,  and  that  any  rate 
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agreed  upon  by  the  parties  is  recoverable,  but  I  do  not  find  the 
statute  law  to  this  effect 

Mr.  Heart  also  writes,  under  date  of  August  lo,  ult,  that— 

"  The  prevailing  or  average  rate  of  actual  interest  varies  with 
the  condition  of  the  money  market,  from  one,  one-and-a-half,  to 
two  per  cent  per  month.  The  second  (one-and-a-half)  is  about 
the  average  rate.  Any  amount  of  money  can  be  loaned  on 
landed  security." 


RHODE  ISLAND. 

Section  i.  Interest  in  the  rendition  of  judgments,  and  in  all  hnsioett 
transactions  where  interest  is  secured  or  paid,  shall  be  computed  at  the 
rate  of  six  dollars  on  n  hundred  dollars  for  one  year,  unless  a  different 
rate  is  expressly  stipulated. 

Chap,  583,  \  I,  Lavfs  of  x'^^poMfd  March  17,  Seu.  Lavn,p,  w^ 

Mr.  yohn  R.  Bartlett^  Secretary  of  State,  writes,  August  8, 
ult,  that, — 

"  There  is  no  fixed  rate  of  interest  at  our  banks.  When  money 
is  scarce,  seven,  seven-and-a-half,  and  even  eight  per  cent,  has 
been  charged  by  our  banks,  while  tlie  present  rates  are  from  five 
to  five-and-a-half  per  cent*' 


TENNESSEE. 

The  legal  rate  as  established  by  the  code  of  Tennessee  (Meigs  and 
Cooper's  ed.,  1858),  is  six  per  cent,  article  1944,  p.  398,  chap.  14,  entitled 
of  **  Money  and  interest. " 

St€  Articlta  1943  to  19(5  imdushi* 

The  code  was  amended  February  33,  1870,  by  the  passage  of  an  ad 
entitled  ''An  act  to  amend  the  usury  laws  of  the  State,  and  to  establish 
a  conventional  rate  of  interest" 

Ckmp  LXIXof  Gtm^ral Lam,  /.8& 

The  first  section  of  this  act  makes  it  lawful  to  contract  for 
**any  rate  of  interest  not  exceeding  ten  per  cent  per  annum, 
provided  that  the  rate  of  interest  be  in  writing  and  expressed  on 
the  face  of  the  instrument  creating  the  debt  or  obligation." 

By  the  tliird  section,  if  unlawful  interest  is  contracted  for,  it 
shall  operate  as  a  release  of  tlie  debtor  for  all  interest  in  excess 
of  six  per  cent* 

By  the  fourth  section,  parties  guilty  of  usury  may  be  indicted, 
and  fined  not  less  than  one  himdred  dollars. 
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Gen.  G.  W.  Gordon  writes  from  Nashville,  under  date  of 
August  30,  ult,  that, — 

**  Money  will  readily  command  ten  per  cent  interest  in  this 
State." 

TEXAS. 

Extract  from  the  Constitution  of  July,  1S69 : 

Aar.  12,  Sec.  XLIV.  AH  usury  laws  are  abolished  in  this  State,  and 
the  Legislature  is  forbidden  from  making  laws  limiting  the  parties  to 
contracts  in  the  amount  of  interest  they  may  agree  upon  for  loans  of 
money  or  other  property ;  provided^  this  section  is  not  intended  to  change 
the  provisions  of  law  fixing  rate  of  interest  on  contracts  where  the  rate 
of  interest  is  not  specified. 

When  there  is  no  agreement  the  rate  of  interest  is  eight  per  centum 
per  annum. 

Art,  ^9^  Lttwtof  Ttxat  (^d  td.)  1869;  PasckaPs  AnmotaUd  Digftf  /.66s, 
Jkrticltf  JmUrtsi, 

Before  the  Constitution  of  1S69  the  maximiun  or  conrentional  rate  of 
interest  was  not  exceeding  twelve  per  cent 

/</.  01^.3941,/.  666. 

Mr.  T.  N.  Waul^  a  practicing  lawyer  in  Galveston,  writesi 
under  date  of  September  8,  ult,  that, — 

**  The  prevailing  or  average  rate  of  actual  business  interest  Isi 
in  bank,  twelve  per  cent  discount  on  sixty  and  ninety  days ;  on 
the  street,  from  one-and-a-half  to  two-and-a-half  per  month, 
frequently  at  much  higher  rates ;  loans  on  undoubted  and  unin- 
cumbered real  estate,  twelve  per  cent  per  annum,  payable 
quarterly  or  semi-annually,  for  one,  two,  and  three  years.  Large 
amounts  could  be  securely  invested  on  long  loans  at  ten  per  cent 
per  annum." 


VERMONT. 

Rate  of  interest  six  per  cent 

S4C  y  Chap  79,/.  507.  Gtu4ral  StoimU*  of  VtrmmU^  18^  ArticUy  luUrmt^ 
Monty 

Excess  of  interest  may  be  recovered  back,  with  interest,  in  an  action 
of  assumpsit 

Id,  Sm»  4« 

Provisions  relating  to  interest  shall  not  extend  to  the  letting  of  cattle, 
or  other  usages  of  a  like  nature,  among  farmers,  or  maritime  contracts, 
bottomry  or  oourte  of  exchange,  as  has  been  customarv. 
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.  Dr.  yulius  r.  Deweyj  President  of  the  National  Life,  of 
Montpelier,  writes,  under  date  of  August  30,  ult.,  as  to  the 
average  rate  of  business  interest, — 

"  Our  people  manage  to  get  something  more  than  legal  interest 
One  mode  is  by  purchasing  mortgage  notes  at  some  discount, 
say,  one  or  two  per  cent  on  notes  that  draw  six  per  cent  Most 
of  the  national  banks  discount  about  legal  rates/' 

VIRGINIA. 

Extract  from  the  new  Constitution : 

Usury,  Upon  debts  hereafter  contracted  it  shall  be  lawful  to  recejn 
anjr  rate  of  interest,  not  exceeding  twelve  per  centum  per  annum,  which 
majr  be  agreed  upon  by  the  parties  and  be  specified  in  the  bond,  note,  or 
other  writing  evidencing  the  debt  When  there  is  no  such  agreement, 
the  rate  of  interest  shall  be  six  per  centum  per  annum  for  the  use  and 
forbearance  of  everj  hundred  dollars. 

Article  Xf  $i*  Session  Laws  1869,  *To,  p,f(it» 

This  provision  of  the  Constitution  was  enacted  into  a  statute 
March  15,  1870: 

The  penalties  for  usury  continue  to  be  a  forfeiture  of  all  interest  with 
payment  of  the  costs  of  suit. 

Code  of  Virginia,  i860,    Chap.   CXLIy   TiUe  4a,  oj  Money  and  Inierttt, 
Nos,  5  /a  10. 

Col.  71  F.  Owens^  Aid-de-camp  to  the  Governor,  writes  from 
Richmond,  August  28,  ult.,  tliat, — 

^^  The  average  rate  of  business  interest  is  about  nine  per  cent" 

WEST  VIRGINIA 

%  4.  Legal  interest  shall  continue  to  be  at  the  rate  of  six  dollars  upon 
one  hundred  dollars  for  a  year,  and  proportionabljr  for  a  greater  or 
less  sum  or  for  a  longer  or  snorter  time;  and  no  person,  upon  any  con- 
tract, shall  take,  for  the  loan  or  forbearance  of  money  or  other  thing, 
above  the  value  of  such  rate. 

Sec^ckap,  XCVI^of  Money  and  InUrest,  Codeof  West  Virginia,  i9S^  p.  SSi- 

§  5.  All  contracts  and  assurances  made  ^irectly  or  indirectljr  for  the  loan 
or  forbearance  of  money  or  other  thing  at  a  greater  rate  of  interest  than 
six  per  cent,  except  when  such  greater  rate  is  now  allowed  by  law,  shall 
be  void  as  to  the  excess  of  interest  agreed  to  be  paid  above  that  rate,  and 
no  further.  Id.  i  St  f' SO' 

Mr.  JR.  G.  Barr^  a  leading  lawyer  of  Wheeling,  writes  under 

date  of  July  31,  ult,  that,— 

"  The  average  business  interest  is  from  ten  to  twelve  per  cent 
In  some  portions  of  the  State  it  never  commands  less  than  twelve 
per  cent** 
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WISCONSIN- 

Rmte  it  suyen  per  cent ;  but  parties  maj  contract  for  a  rate  not  exceed- 
ing ten  pvw  cent  in  case  such  rate  **  be  clearly  expressed  in  writing." 

Sess,  Lawtf  1866,  cka^,  iao»  i  >*  /•  i^ 

The  instrument  reserving  usurious  interest  is  valid  for  the  principal, 
bat  no  interest  shall  be  recovered  thereon. 

S0f$,  Lamt  €f/iS^iy  ckap,  93,  /.  laS. 

ARIZONA  TERRITORY. 

There  is  no  statute  fixing  any  limit  to  the  rate  of  interest  which 
may  be  agreed  upon  by  the  parties ;  when  there  is  no  agreement 
the  rate  is  ten  per  cent. 

Gov.  A.  P.  R.  Safford  writes  under  date  of  Tucson,  Sept. 
27,  1S71,— 

"  The  usual  rate  of  interest  paid  in  this  Territory  is  two  per 
cent  per  month.  I  think  quite  a  large  capital  could  be  used 
safely  and  average  this  rate  of  interest.  Considerable  could  be 
ased  in  the  purchase  of  county  indebtedness  (warrants),  an 
would  pay  a  larger  rate,  say  three  per  cent  To  use  money 
safely  and  advantageously  it  would  be  necessary  to  have  a 
thorough  knowledge  of  the  country  and  people." 

ALASKA  TERRITORY. 
No  information  on  the  subject  of  interest. 

COLORADO  TERRITORY. 

SscnoN  X.  The  le^al  rate  of  interest  on  the  forbearance  or  loan  of  anj 
monejr,  when  there  is  no  agreement  between  the  parties,  as  specified  in 
the  third  section  of  this  chapter,  shall  be  at  the  rate  of  ten  per  centum 
per  annum. 

Rtvited  StatuUs  of  Colorado^  iS63,  chap,  LXIV,  article,  ImUritt^  %  i,  /.  3^ 

f  3.  The  parties  to  an/  bond,  bill,  promissory  note  or  other  instrument 
of  writing  ma/  stipulate  therein  for  the  pa/men t  of  a  greater  or  higher 
rate  of  interest  than  ten  per  centum  per  annum,  and  an/  such  stipulation 
contained  in  an/  such  instrument  of  writing  ma/  be  enforced  in  an/ 
court  of  law  or  equit/  in  the  Territor/. 

Id,  S  3,  /.  363.    For  other  provisional  set  id,  f  §  a  amd^ 

Mr.  I?.  C.  Dodge^  General  Agent  of  the  Kansas  Pacific  RaiL 
way  Company,  writes  from  Denver,  under  date  of  Sept  5,  ult, 
tfaatr- 
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"  The  average  rate  of  business  interest  at  present  is  one-and-a- 
half  per  cent  per  month  on  good  security ;  long  time,  good  real 
estate  security,  fifteen  per  cent  per  annum  could  be  readily 
obtained.     Loan  on  call,  twelve  per  cent  per  annum.** 

DAKOTA  TERRITORY. 

No  information  has  as  yet  been  received  on  the  subject  of  rates 
of  interest, 

DISTRICT  OF  COLUMBIA. 

B*  it  enacted  by  the  Senate  and  House  of  Representatives  oftks  Untied 
States  of  America^  in  Congress  assembled^  That  the  rate  of  interest  upon 
judgments  or  decrees,  and  upon  the   loan  or  forbearance  of  any  mooejr, 

goods,  or  things  in  action,  shall  continue  to  be  six  dollars  upon  one 
undred  dollars  for  one  year,  and  after  that  rate  for  a  greater  or  less  sum 
or  for  a  longer  or  shorter  time,  except  as  hereinafter  provided. 

Chap.  LTX,  %\  of  an  act  to  amend  tke  nsnry  laws  of  the  District  of  Colttmik, 
Approved  April  aa,  1870.     U,  S.  Statutes  at  Large^  -vol,  16,  /.  91. 

fa.  And  be  it  further  enacted^  That,  in  all  contracts  hereafter  to  be 
made,  it  shall  be  lawful  for  the  parties  to  stipulate  or  ag^ree,  in  writing, 
that  the  rate  of  ten  per  cent  per  annum,  or  any  less  sum  of  interest,  shall 
be  taken  and  paid  upon  every  hundred  dollars  of  money  loaned  or  in  anjr 
manner  due  and  owing  from  any  person  or  corporation  in  this  District 

Usurious  contract,  all  of  the  interest  is  forfeited,  the  principal  alone 
recoverable.  Jd.Wiani^ 

Mr.  Vedant  B.  Edwards^  a  practicing  lawyer,  writes  Aug. 
25,  from  Washington,  as  follows, — 

"  The  practical  or  business  rate  of  interest  has  always  been  ten 
per  cent,  as  we  could  borrow  from  Baltimore  at  ten  per  cent" 

IDAHO  TERRITORY. 

Sbction  X.  Section  five  of  said  act  is  hereby  amended  so  as  to  retd  u 
follows : 

§  5.  Parties  may  agree  in  writing  for  the  payment  of  anjr  rate  of  inter- 
est whatever  on  money  due  or  to  become  due  on  any  contract.  An/ 
judgment  rendered  on  such  contract  shall  bear  the  same  rate  of  intenrst 
that  the  contract  bore  until  satisfied. 

Chap,  VII,  }  I  of  the  act  approved  Jameary  9,  1866,  emiitled  **An  act  to  omal 
an  act  entitled  *An  act  in  relalicn  to  money  of  account  and  interest' 
Sess.  Lawsy  p.  135. 

When  there  is  no  express  contract  in  writing  fixing  a  different  rate  of 
interest,  the  legal  rate  is  ten  per  cent. 

Sec.  4  of  act  approved  January  13,  1S64.  entitled  *'^An  act  in  relation  to  memy 
of  account  and  interest.**    Sess.  Lazos^  iS6j,  1864,  /.  605. 

Mr.  B.  y.  Curtis^  Territorial  Secretary,  writes  under  date  oi 
Oct  I,  inst,  that  the, — 
"  Prevailing  rate  of  interest  is  two  per  cent  per  montf 
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MONTANA  TERRITORY. 

The.  legal  rate  is  ten  per  cent  when  no  rate  is  specified  by  agreement; 
ptrties  can  contract  at  any  rate  agreed  upon  if  it  is  stipulated  in  writing. 

Lavs  of  Jibniama,  1865,/.  555. 
There  are  no  laws  against  usurj. 

Governor  i?^  -^^  -A>//^,  writes  from  Virginia  City,  under  date 
of  September  9,  ult,  that, — 

''The  average  rate  of  interest  in  Montana  is  from  two  to  three 
per  cent  per  month.  Q)unty  warrants  bearing  ten  per  cent  per 
annum  can  be  purchased  here  for  sixty  to  seventy-five  per  cent 
on  the  dollar,  running  probably  two,  and  not  longer  than  three 
years,  and  are  perfectly  safe  as  an  investment.  Territoriat  war- 
rants are  worth  eighty  cents,  drawing  ten  per  cent  per  annum, 
and  payable  in  one,  and  not  more  than  two,  years.  We  have 
had  a  little  trouble  here  by  a  small  defalcation  of  the  Territorial 
Treasurer,  but  we  have  arranged  the  matter  so  there  will  be  no 
loss  to  any  body.'* 


NEW  MEXICO  TERRITORY. 
No  information  has  been  received. 

UTAH  TERRITORY. 

i  I.  Be  it  enacted  by  the  Governor  and  Legislative  Assembly  of  the  Ter^ 
ritory  of  Utah^  That  it  shall  be  lawful  to  take  ten  per  cent  interest  per 
uinnm,  when  the  amount  of  interest  has  not  been  specified  or  agreed 
upon. 

S0C,  1  of  tht  act  approved  Feb,  lo.  i860,  miiiled  **An  aei  in  raation  to 

Parties  can  fix  a  conventional  rate  by  agreement,  and  there  are  no 
penalties  for  taking  more  than  ten  per  centam. 

Id% 

Chiefjustice  James  B.  McKean  writes,  under  date  of  Salt 
Lake  City,  September  7,  ult,  in  reference  to  the  actual  rate  of 
business  interest,  that, — 

"One  per  cent  a  month  (twelve  per  cent  a  year)  is  a  common 
rate  of  interest  agreed  upon,  also  the  banks  sometimes  charge 
md  get  two  per  cent  per  month.** 
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WASHINGTON  TERRITORY. 

Sbctioh  I.  Be  a  enact0d  by  He  Legislativt  A$—mhly  0/  tke  TtrriUry 

of  Washington^  That  the  legal  rate  of  interesi  shall  be  ten  oer  centum 
per  annum. 

§  2.  Any  rate  of  interest  acpreed  upon  by  parties  to  a  contract,  spedfj- 
ing  the  same  in  writing,  shall  be  valid  and  legal. 

Am  actio  regulaU  tkt  imterat  of  Monty,     Washington  Stmtntos,  1QS4,  /.  jBa. 


WYOMING  TERRITORY. 

No  information  has  as  yet  been  received  on  the  subject  of  a 
rate  or  rates  of  interest. 


GREAT  BRITAIN. 

A.  D.  1545. 

The  statute  37th  Henry  Vm  (also  13th  Eliz.)  fixed  the  legal 
rate  of  interest  at  ten  per  cent 

This  rate  was  the  same  as  in  Genoa,  then  the  g^reat  monetary 
centre. 

Under  the  Commonwealth  (Cromwell),  the  legal  rate  was 
reduced  to  six  per  cent, 

The  statute  of  25  Jac.  I,  cap.  17,  reduced  the  legal  rate  to  eight 
per  cent 

The  act  12  Charles  II,  cap.  13  (Aug.  27,  A.  D.  1660),  reduced 
the  rate  to  six  per  cent. 

The  act  of  2nd  and  3rd  Victoriae,  cap.  37,  provided  in  its  first 
section  for  exempting  certain  bills  of  exchange  and  promissory 
notes  from  the  laws  relating  to  usury.  The  second  section 
enacted  as  follows : 

Sac.  3.  Provided  always,  and  be  it  enacted,  that  nothing  in  this  act 
contained  shall  be  construed  to  enable  any  person  or  persons  to  claim, 
in  any  court  of  law  or  equity,  more  than  five  ^er  cent  interest  on  any 
account  or  on  any  contract  or  engagement,  notwithstanding  they  may  be 
relieved  from  the  penalties  asrainst  usury,  unless  it  shall  appear  to  the 
court  that  any  different  rate  of  interest  was  agreed  to  between  the  parties. 
Siatntt*  of  GrmU  Jtrttasn  and  irOmtd^  Vol.  X  K,  >.  88. 
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The  aveitige  rate  of  interest  realized  in  England,  on  invest- 
ments in  the  public  funds,  is  about  three-and-a-quarter  per  cent. 

Mr.  Samuel  Brawn  remarks  as  follows  in  reference  to  the 
investments  of  Life  insurance  companies : 

"  I  have  assumed  three^nd-a-half^four  and  fouTMind^^^half^ 
because,  practically,  these  afford  about  the  limits  which  prudent 
and  well  organized  companies  obtain  for  their  investments. 
Some  of  the  old  companies,  not  having  yet  considered  the  new 
sources  of  invefitment  which  have  of  late  years  opened  up,  are 
still  only  realizing  three-and-a-half  per  cent  on  the  average  on 
their  whole  funds;  while  others  of  equal  standing  have,  by 
changes  and  by  skill  and  attention  to  this  business,  secured  four- 
and-a-half  per  cent  on  the  whole.  It  will  probably  be  found  that 
four  per  cent  is  very  near  the  average  interest  on  the  capital  of 
all  the  existing  companies,  including  their  productive  and  non- 
productive funds."     ♦     ♦     ♦     ♦     ♦ 

Addrtsa  by  Samuel  Browm,  V.  P.  I.  A.^  &m  tkt  Imvmiwumit  •flht  JFkmds  ^ 
Assurance  Companies*    Journal  of  ike  InstituU^  vol,  Vllf  /.  S43. 


The  following  Table  No.  3  digests  the  substance  of  the  laws 
of  the  different  States  and  Territories  of  the  United  States  on 
this  subject : 
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I. 
STANDARD  TABLE  OF  MORTALITY  FOR  THE  STATE 
VALUATION  OF  LIFE  INSURANCE  POLiaES  AND 
ENDOWMENTS 

In  the  May  session  of  the  Convention  there  was  such  an  almost 
entire  harmony  and  unanimity  in  approving  and  recommending 
the  American  Experience  Tahle  of  Mortality,  that  I  need  not 
reiterate  here  my  well-known  views  that  it  is  the  one  best  adapted 
to  the  actual  state  of  Life  insurance  business  in  this  country,  and 
therefore  the  best  one  upon  which  to  secure  uniformity  through- 
out the  Union. 

It  was  constructed  from  actual  American  Experience,  prin- 
cipally that  of  the  Mutual  Life  Insurance  Company  of  New 
York,  and  was  first  tabulated  by  Mr*  Charles  Gill  and  subse- 
quently by  Mr.  Sheppard  Homans,  both  formerly  actuaries  of 
that  company  It  has  been  graduated  and  modulated  with 
admirable  skill  and  tact  by  Mr.  Homans,  with  all  the  aids  of  the 
established  and  standard  tables  of  Europe  and  records  of  mor- 
tality in  this  country ;  and  it  will  remain  lohg  afler  his  death  as 
the  most  perfect  and  honorable  work  which  he  has  matured  and 
given  to  the  world.  The  American  Experience  Table,  even  as 
first  formulated  on  narrow  experience  by  professor  Gill,  was  in 
singular  unison  with  that  of  the  Gotha  Life,  the  largest  company 
on  the  continent,  and  as  finally  tabulated  by  Mr.  Homans,  har- 
monizes wonderfully  also  with  the  Actuaries'  New  Experience 
Table .  in  Great  Britain ;  which  latter  Table,  according  to  Mr. 
Samuel  Brown  (in  a  letter  to  me,  dated  July  19, 1S69)  contains, — 

"  The  law  of  mortality  of  assured  lives  in  any  country,  for  I 
cannot  (he  says)  imagine  much  difierence  would  be  found  in 
selected  lives,  whatever  difference  there  may  be  in  various  classes 
of  the  populations.  We  further  propose  to  publish  a  second 
volume  of  ofiicial  tables,"  etc. 

In  the  course  of  five,  ten  or  more  years  it  may  be  advisable  to 
gather  and  tabulate  the  new  and  further  experience  of  the  Amer- 
ican companies  and  combine  the  some  in  a  new  American 
Experience  Table,  which  can  then  be  made  to  cover  a  very  large 
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number  of  lives  and  an  experience  wider  and  more  extensive 
than  any  yet  published  of  actual  insured  lives.  If  such  collected 
facts,  when  tabulated,  require  any  modification  of  the  present 
Table  it  can  then  be  made. 

In  order  to  give  to  the  Convention  the  ready  means  of  compariog 
the  Death-force  at  each  age  of  life  in  this  and  the  other  leading 
Laie  Tables,  I  have  prepared  the  following'  tabular  comparison 
(See  Table  No.  4,  p.  52),  both  of  the  percentage  of  mortality 
and  the  number  out  of  which  one  will  die  at  each  age,  according 
to  the  seven; follcHying  leading  standards. 

It  will  readily  be  apprehended  that  the  percentage  Table,  by 
changing  the  decimal  point,  is  applicable  to  a  single  or  any  num- 
ber of  lives  at  the  specified  age.  The  ratio  carried  out  indicates 
the  average  probability  (^  dying  during  a  period  equal  to  a  whole 
year ;  by  subtracting  the  percentage  from  one  t^undred  or  one 
we  obtain  of  course  the  opposite  chance  or  probability  of  sur- 
viving during  the  year,  both  chances  making,  when  added  together, 
one  hundred  or  unity. 

In  that  part  of  the  Table  (No.  4),  which  shows  the  numoer 
out  of  which  one  will  die  during  a  year,  it  is  assumed  that,  at 
the  specified  age,  &e  fuU  number  of  lives,  or  persons  indicated, 
is  exposed  to  risk  for  an  entire  year,  whether  made  up  of  integers 
alone  or  of  integers  and  fractions. 

Table  No.  5  (see  pos^y  pages  58  to  61),  shows  the  first  order  of 
the  difierences  in  the  following  six  Tables : 

(i)  American  Experience  Table. 

iz)  Actuaries  Old  Combined  Experience 

13)  Actuaries  or  New  Experience. 

(4)  English  Life  Table  No.  3  (males). 

(5)  Cariisle  Table. 

(6)  Deparcieux  (French)  Table. 

The  second  and  third  orders  of  diflferences  are  also  shown  in 
the  American  Experience  and  old  Combined  Experience  Tables. 
(Sec  pp.  58  to  61.) 


Digitized  by 


Google 


146 


O 


^   g   R   « 

^  h  «  'fc* 


s 


^•1 


i!5 


^  V.  i5    "^  v^ 


J§ 


,  1^  v^  '^ 


< 


M 


^ 


^    •^<l»X»l»II-wO 


(  p4)BnpiuJ[i 

)(iu*Mau) 

aoudiJUKlxa 

p4aii|iuu:> 

JO  ^safjiBnpy 


•(pro) 

^  asnauadxg 
'^  p^ufqiuo.) 
JO  ^»a}j»npv 


^  irB3}J9IUY 


i. 


^       *s)inn|nnuy 

>^     9uaoiiU9AO{) 

t|ao«]«|atj 


(•»at«W) 

^        )a9UlUJ9AOO 

s.uo«ni|U|j 


^        S«ZII9p4V(l9<I 


s9    ••IVX  •WI'WD 


('p«)«npiulf 

.  03iia|jaUx3 
pauiquioo 
JO  ^sauitnpy 


(•pro) 


p.^ufqiuu3 
JO  isaj.nnpv' 


•ODtnHjadz^ 
oibfjauiy 


I 


^  eRo*8*      oi<o«^  OwQ 


il 
is 


'^J^Si^^^    8.8^9>*S. 


8S 

6 


t 


u::^ 


^"^ 


:!? 


JTS. 


)  H  «  C^^IO      ^  t^OO  OvO 


m 


8^g:SjS 
gills 


II 


I  t«.<o     «o  000 


;ii  igili 


8,2^8. 


t^Q  ^  ^  6      06 


'AW 

:6    ^6 

:f  II 
:  6    6  6 

:  6     6  6 


O  M  «  vo^v)    >o  «>«  ao      M  c^ 


Digitized  by 


Google 


H7 


s?;fs»  'sws^g  aaga-y  ^fr^s^ft  s>9>g}^y^  %Pi%^%  ^»g^^ 

SsFF'R^^^Rn.R.p.s:'?.  ^^fii^s  ctRRP.^  ^^^i^jg-^^  ^&&^t9 

^ii  §gta§    gS^fe^  ^^a3>5.  g^^^S  ySv^j;^  8.i8v^ 

'&835    S'^S^^5*^  *8v^*8.^{l  flS^KTSv  ^R^i^i^    ^Z^Pi^S"    Si%^^« 

JS5  Ijjij  g|3-|t>  ^b^i"^  fe^gt^fe  ^a^g^ij^  R.g^>&>& 
3«s>  ^'8<g^8^g.  2>&j?5&s:'  K^s^ars   ^»>s^r:  ;:^a8vS,2  ^^^\^ 

ii^    {i^§9>8    ^J?J?5J    &5?S*S8i    &^S&S    Sifi^ri    JtR>8^.&^ 
W^    8«2%«.  ^g'&S^S    S>?J;»J?*    Sft2-^5j:    ^^g,*s,  ^>8^^^ 

il-5  "^HH  i^S^'S'l  J3?S^S  ^S'SJs   ?j^*§  ^ist^i 

^8  8    fiSrsr^'S    ft&8^R    J^SsS^>8^    5i^S558    *S?«rtft    5»g:8W* 

g^^  ^^^^fe  3Bm  tmt  tmt  ism^  ^5^^- 

S^8    S«9.t:J?    J?»%S»5»8    8  8  85^    ftSti?^    e8^8^55,S    8.;S^«^ 

s>gg  &g>^i  ^H^^  mt^  &^^g5  Sl^^S  g^^^g^ 

ga-y  ^t^^gg  aaga-y  ^&^8^g>  y>9>aay^  i?>^%g^»  ^^^t^ 

ii  iiiii  mil  MIS  iiift  mil  iiiii 

ddddd  ddddd  6  6  6  6  6     mmmmm  mmmmm 

m  IIIII  Hill  11  lilt  fill  m 

6  66  6   6   6   6   6  dMMHH  mmmmm  m'mMMM  Mm'mMM  mmmMM 

«§i  ma  um  imr  mn  mn  mm 

6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  *i     mmmmm. mmmmm  mmmmm 

m  uiM  mil  IIIII  um  w.m  um 

odd  6  6  6  6  6      6  6  6  6  6      6  6  6  6  *i     mm'mmm  mmmmm'  m'mmmm 


III  itei  ^Mi  IIIII  um  mm  um 

6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     d  d  d  m'  m*     m  u!  m'  m  m 

m  iim  Hill  mB  iiiii  mu  iinf 

6  6  6     6  6  6  6  6     6  6  6  6  6     doodo     6  6  6  6  6     6  6  6  6  6     mm'mmm 

?a-»  «&«g^8  aas»^K»  «&^8^ft  ^s,^;^^  %Pi%9^%  ^^-^t^ 


Digitized  by 


Google 


148 


H 
Z 
O    . 

!^ 

op 

>  a 
©a 


wj    -aiqBX  »I«II-«D 


>2;    e  OK  H»!i3ua 


aoaauadxa 

p9u*iqiuu3 

JO  safjvnpv' 


?■*?& 


O^  Ov  O^OO  00       W  ^O  >0  ^  0 


^  vo     >o  «  ei 


5vo  in     imn-^ 


^^t.'^^ 


S^so  S^vi 


«Ooo  corrjd 

«    t^M    IOC 


^sss-g 


vS^  I 


CO  n>  <0  f?)  CO 


&ii^^    ^%%i^    5i5.Jfi^9>    ^'^i 


^  pauiquio^ 

JO  sdj'ivnpY' 


'omwjadxg 
mofjaiuv 


I 


*8)ain}nuay 

)a9maj3AOQ 

ii,uo«i»iuij 


'siuciinuay 
)o9uiuj:»Auf) 


*(pa)«npvjJ8 

90U  *Aiaa) 

aoudfjadxg 

p9UTl{tllo;) 

JO  sajjvnpy- 


•(Pio) 
aonauddx^ 
pauiqcuu;) 
JO  sdjjBnpY' 


*aoixa]J9dx3 
n«3}J9uiY 


I 


g^S^S^'^   ^g'S.^ 


ko  to  ^  too      >o  ^o  o 


m  mo      F»  Noo 


^€1 


II 


■''III 


m 


IMMM  MMCICICI 


incs.oq 
c«  c«  c«  CI  ci 


CO  coo 


vo  to  cs     y^  9^  y  ^^.      **^  "^"^  ^"»     CO  8  <o 
iHHM      HMcicioi      cicicicici      ei  co<o 


MOO  fOtO 


*5-i^^S  $3)oS?^  8.?4Sj??  iot^dc. 

MMHMH  MMMMM  MClCinCO  CO  CO  CO 

f^Q!i"f^  tNfONipQV  iNMOpN^  00    1000 

dm  gsiM  mn  ^u 

MMMMM  cicicicici  cicici  coco  cococo 

^P^?i5^5^  £2P  tJSlSZ  loofotot^  mm.* 

?l-0  g^SM  |3^^?*S2^  \S\)^^ 

d  *-^j.t/)0  tNtNtNoB  S  chfoiotoM  c«-<rr^ 

HMHMH  HMMHci  cicicicico  cococo 

iiiti  mn  Mill  lit 

MMMMM  MMMcici  cicicicico  cococo 

JJSS'Jo?^  5[R>S»S,S»  I.S»8^§^«^  S2  35 

MMMMM  MMMMM  MCicicicl  C«    COCO 


^^^?S»     to9)iototo     lo  to  to  too     000 


Digitized  by 


Google 


149 


is  s^-g-R 


"Rf^RS 


00  CD  00  00  00 


Mm       5^*4    tVM    H 

am    r^ ^ci  cotn 


H   M   M   H   M 


2  2:?  I?  3; 


>d<dioto^     44<n<nei      «  ci  m   •  • 


5?S>S»JJ,R    M^8l?>8,3-    S>J^«8^ 


yo  4«  «  d 

H   H   H   M   M 


dvd^d^oo 


If^  79  S  Si  2^ 


7^  SSiJ^^S 


<n«  M  d  d 


d^oo  ^.(S 


^<dtO»0«0       4^^^€^      <OCr><r)«0ci 


v>  ci  c«  dvd      c^dvoo^s^s    ^lo^to^     44cn»o^     <o«  m  d  « 


W  M  «  CO-^ 

^coci  M  d 


>&  ov9)\o  q 
dkooob  tsts 


>8j:n8^^s   $j?i^g.f  r^^s^s^t; 

>d^»o»0'4'     ^^cncnco     ci  c«  ci  m  m 


28.  8  8:J?>8J? 
U  8  8  2^5^^ 


4fo«  M  d 


d^d^oo  tN>d 


8»s:aRjr  'R»>ss>,8  si?>^J^8 

^>o»o^^     coo^ci  ci  ei      mmhhm 


as  s^s^ffR 


"RJ:?.R5 


ss-ss-a  &8.s;ss( 


«(0     cr>cr>4^^ 


u)io>d>d  ts 


S2a>8a 


^«<^SS    2  3  3-)?^ 


titu 


a6  Qoo  M 


M    M    « 


^  tstsOO  o\ 


M    M   M   M 


^:  iwj  mil  iiiii  MfM  iiiii  liiii 

MMMHM  HMH 


00  «  q  > 


M 

M  n  «  c«  cl 


II  liti  iM^i  nm  nm  & 


t-^    ^i>)io««d 


tstsOO  OvO^ 


d  M  CI  CO;^ 

M    H    M    M    H 


§^ 


>dr^tNdd\     dog  cn+    too  do 

H  HHHHM         MMCI* 


ss^s^a 


nm 


n  "Rys.1? 


5   lOMQO^U) 

ts  tSOO  00  0\ 


2saj?i' 


^M  o^«0  6 
H  C0ur)0\th 

v»d  tsod  Q 

M   M   M   M    il 


1^1 


83 


itiii  ^iiii  mn  nm  um  %ui 

.   ...,.^.   .   ._..    .....  _..=..  z^t^i^i 


^ifv)io>d 


■»o  I 
>6  tsoboo  0\ 


i!9  !8^8^R 


I   M   M   M   H  H   M   I 


SJ^SSiS^S.    SvS^S^S^ 


Digitized  by 


Google 


ISO 


^ 


!> 

• 

« 

<? 

<5 

^ 

v> 

s 

2 

'•♦ 

•»* 

? 

« 

e 

••^ 

>*• 

*3 

Q 

1 

"S 

1 

^ 

, 

•^ 

^ 

'^ 

^ 

^ 

hj 

y 

^ 

§ 

h 

<^ 

« 

■« 

•** 

> 

^ 

i. 

>Q 

i 

n 

9 


i 


i 


3  •»i<r»x  »i«!i«o 


*(pai«npu8 
)oa  *Mati) 

p9tt|quioo 
JO  (Sauunpy 


•(P|o) 
uadx' 


a30Auadxg[ 

p»U{qtuo3 

JOt<aa»npv 


*a3a9U9dx3 


I 


*t)u«)!nouy 

)aauiujaAO«^) 

t,uoi»i»|uiJ 


)n9aiujaAOf) 
t(aosni|au 


^  •»T<r«x 

^       «(Zn9pLt«aA(i 


^    •»iq»X»I«!l«D 


^    €  -OK  HSII^ua 


•(pa)«np«iJ 

^^  paoiqaio;) 
ao  »ojj»nj3V 


•(PIO) 
fiadxH 


dxa 
pduiqoioo 

ao«a}j«npv 


u«3|iauiy 


>8  d>S  d>fl^ 


ei  ei  ei  ci  ci 


S*S?8  : 


"8.S!9>8:8 


00 00  M  mo 


urn 


8 


i-.^R8  : 


'S.^i^Sg 


Digitized  by 


Google 


Digitized  by  VjOOQ IC 


152 


lO 


«  -a 


■^8    li 


mm 


Eg-  e 
<i3  =3 


OMMcn^m    «  tsoo  o\o      ^  9  f? 


s  cas^w  «t^ 


O  O  4 

+  + 


T?  ?T 


888 

6  6  6  6 


d  6 


o  o  o  o 

+  ++  + 


88 


fl 


3H    I 


<    «8 


f  i " =1 3 

I  S  1.8  e-3 


Mi 


l=§ 


i 


<3S 


I 


ff  fffff  f+°°° 


6  d 


111!  ^sll  MM  U 


nrrT  T???r 


o  o  o  o  o     o  o 


mil  §1111  Mill  II 


rn??  TfTTt  ??T 


o  O      0  0 

+  +     + 


8«    J8. 
!    f?f?f   f? 


o  o  o  o  o     o  o 

+ 


o  o  o  o  o     o  o 

+ 


OMCio^m    ^b^ao     »3  S  JJJf^    Ml 


Digitized  by 


Google 


153 

;s8  aa^Ti?  'Sir^S'ft  8»9>ss»  %&^«^  ^%9t^  ^^^^ft 

§8§  §i§§i  §§§§§  ^l8§^  §§§§§  §§?8i  fl§8§ 

jfi  fi»f?  sf?f?  t????  ????+  ?++sf  ????'? 

m  iiiii  mil  imi  lun  ifPf  Ptii 

66  Q  6  6  6  6  6     dnddo  dodod  ddddd  66666     66666 

+  11  +T+  +  T    +I  +  +T    ++  +  T+    +T+T+  T  +  T  +  T    +I+  +  T 


mum  §iiif  iiffimil  lu-.  -.... 

odd     odddd     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6 


m  mn  mn  um  Wfi  wm  rat 

odd  6  6  6  6  6     6  6  6  6  6     66660     66666     66666     66666- 

+  + 


nb   §§§§§  isSsI  i§S3S  S'?S53  SSSSS  "t^^B 


000  00000  ^0000  00000  00000  00000  0000a 


m 

mn  nm  mn  nui  iiiii  tm 

000 

+ 

6  6  6  66     66666     66666     66666     6666 6     6 6 6 6 6 

in 

odd 

%mi  mn  nm  iiwi  iiiif  wm 

6  6  6  6  6     66066     66666     66666     66666     66666 
+     + 

iii 

odd 

urn  ^m  nm  wii  wm  mn 

6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     66660     66666 

+T+TT   +I+T+   T+T+T   ++++T  ++T++  +++++ 

m  mn  §sfii  ffiti  nm.  nm  iiiit 

odd    6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6 

+     + 

Iff  nm  11111  flip,  nm  ffill  itiif 

odd  66666     66666     66666     66666     66666     66666 

+     +      ■ 

H?8  aas?^^  ij^s^ft  ^9,^^^  ^5;?%^%  ^5^9$^  %^%^3, 


Digitized  by 


Google 


»54 


T  ^ 
9  .^ 


^ 


i 

< 


SM 


3  ll^l 


I  If  J 


^-^         «  B  A  B 


^Wl 


4»^ 


3  "^1 


Ml 


I'lh 


M, 


& 

•< 


s»9>c;;s:^  %MS^   ^^^^^  SM^R. 


riiri  iifif  iwr  mil 

6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6 

+  +  +  I+    TT  +  T+    T  +  T  +  '''   +  T +  +  ♦ 


roir  mn  nm  nm 


OOOOO   00000   ooooo   oooo 

++++I  +I+++  +++++  I++I 


«'*^ft  ilffi  Iff 


ooooo  ooooo  ooooo  ooooo 

+ 


§i  ftlff  iUfl  IfjII 

00  ooooo     ooooo     ooooo 

d  6  6  o'  o'  6  6  6  6  6     6  6  6  6  6     6  6  6  6  6 

+ 


n%n  ^nn  «si?s  ?$rsi2j 

6  6  6  6  6     6  6  6  6  6     6  6  6  6  6     6  6  6  6  6 

+ 


imr  ^m  iiiii  m^ 


ooooo 

+ 


ooooo  ooooo  ooooo 


urn  %nn  imi  iim 


ooooo 

+ 


ooooo  ooooo  ooooo 


mm  IIIII  MMi  nm 


ooooo  ooooo  ooooo 
+++++  +++++  ++++I 


iftii  mn  mil  mn 


ooooo 

+ 


ooooo  ooooo  ooooo 


itif§  mu  mn  um 


ooooo 

+ 


ooooo  ooooo  ooooo 


^^Zi;K}£i  %ti%sa  «^^^^  ;8^^ft 


Digitized  by 


Google 


'55 


f.!!.RRR 

«.r:'?.M 

Si^ff^iff 

S^SJTS. 

5.3.S3;« 

%^%^ 

96066 
1    +  +  +  + 

nm 

6  6  6  6  6 

+  +  +  1  + 

nm 

6  6  6  6  6 
1  +  +  +  + 

6  6  6  6  6 

+  1  +  +  + 

mm 

6  6  6  6  6 

+  +  +  1  + 

f  f  ?« i 

m 


iij  08 oS^ 

')  6  6     6  6  6  6  6 
+  +     +  +  +  +  + 


?6  6  6  6 
+  +  +  + 


M    M    M    O    ^ 

6  6  6  6  6 
+  +  s-  I  + 


^"&S| 


o  o  «  ri  9 
+  +1  +  T 


II 


mii 


ffffi 


eoooo     00000     00000     00000 


00000 

+ 


Jill  Mm  mu  mil  iiiii: 


00000* 


00000  00000   00000 


I  O  I 

1^ 


1^^  Hg^&  ^SSf  ^n^ 


00000       OhOmi 


M  O   O*  H   « 


mn  nm  iiiii  um 


H   6   M   O  X 


J?  PL 

10  »n 


eooMO     00000 


M  «  o  9  ^ 
+  T  + 


M  o  9  mt 


T?  ;?T?T  T?Ti 


mn  mu  nm 


f(  <n  to  CO  ▼ 


tnit 

<^  10 10  iocs 


00000     00000 


I   M    O 

+     + 


i!ll  ll|5 


u  mm  tmi  mm  1 


OMQeiH  MOMHO 

+  +I  +  I     +  +  +  +  + 


M  o  <n«  CO 

+  +  +  I  + 


o  90  o^<o 

+  1  +  1  + 


+  +  j  + 


mk  mu  rm^  ^isp  giiii  mi  \ 

06666         6  6  p  6  *i         ti  ^  ti 


M  »■<  tH  tH  <ri 


CO  "^(o  too 


0>0  »OtO 

+ 


m^  Mm  i«i  imM  um 


00000       OOOmh       m» 


coco^^JO      «so  0\ei  ^ 


J^l^?J?:«  tir^'Rj::^ 


ON  (A  dA  ^  (A       0»  O^  O^  JS  2 


Digitized  by 


Google 


156 

It  Will  readily  be  seen,  from  the  above  orders  of  differences,  by 
even  the  casual  observer,  that  tlie  American  Experience  Table 
will  not  suffer,  in  comparison  with  any  other  of  the  leading 
Tables,  so  far  as  evenness  of  graduation  and  gentleness  of  curve 
is  concerned.  This  merit,  however,  is  not  the  chiefesi  in  a  mor- 
tality table.  Accuracy  and  fidelity  to  nature  is  its  primal  beauty, 
to  which  all  artificial  graces  must  inexorably  yield. 

Mr.  David  Chisholm^  the  eminent  Edinburgh  actuary,  wrote  to 
mc  in  August,  1S69,  as  follows : 

"  It  strikes  me  that  the  American  rate  of  mortality  is  not  so  very 
different  from  that  which  is  found  to  obtain  in  this  country  among 
assured  lives  judging  from  certain  results,  thougli  I  have  not  yet 
had  an  opportunity  of  examining  it  minutely,  ^ut  the  materials 
which  you  have  at  your  disposal,  in  the  registry  of  half  a  million 
of  policies,  so  far  exceeds  anytliing  which  can  be  brought  together 
in  tliis  country  to  work  upon  that  I  would  look  forward  with 
considerable  interest  to  the  completion  of  a  mortality  table  based 
upon  such  an  extensive  area.  The  resulting  rates  of  mortality, 
from  the  bare  facts  alone,  would,  I  apprehend,  hardly  require 
gp'aduation,  as  the  average  of  the  lives  at  risk  at  each  age  would 
probably  be  sufficient  to  maintain  the  natural  progression  in  close 
harmony  with  tlie  increase  of  age,  and  I  was  much  gratified  to 
observe  from  your  letter  tliat  you  have  something  of  this  kind  in 
view  when  your  registers  are  complete.  If,  in  a  normal  stiteof 
society,  a  reliable  table  from  your  abundant  facts  could  be  got  up, 
such  a  table  would,  I  think,  express  more  satisfactorily  the  law 
of  mortality  which  prevails  among  assured  lives  than  any  which 
we  now  possess,  and  could  not  fail  in  being  interesting  to  the 
actuaries  of  this  country'. 

.  "  Graduated  Tables  of  Mortality  do  always^  more  or  less^ 
disturb  the  natural  complexion  of  a  Life  Tabte^  and  the  system 
of  graduation  which  least  interferes  with  this  is  much  to  be  pre- 
ferred." 

[The  italics  are  mine.] 

Mr.  Edward  Sang^  of  Edinburgh,  one  of  the  most  scholariy 
and  philosophic  of  the  learned  body  of  Scotch  actuaries,  in 
speaking  oi  graduating  or  ^^ smoothing**  Life  Tables,  uses  the 
following  beautiful  language : 

"  Now,  it  must  be  clear  to  you  that  if,  instead  of  recording  the 
actual  observations  astronomers  had  been  in  tlie  habit  of  previously 
smoothing  them  down  to  suit  the  supposed  proper  curve,  we  should 
never  have  been  able  to  expiscate  tne  true  law  of  the  variations, 
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because  the  data  from  which  alone  it  is  to  be  found  would  have 
been  concealed. 

"  It  is  the  same  in  our  business  There  is,  we  must  presume, 
a  fundamental  law  of  life,  accompanying  the  organization  of  the 
human  being ;  but  this  law  is  traversed  by  many  artificial  and 
accidental  conditions ;  just  as  the  disturbing  attraction  of  the 
planets  are  combined  with  that  of  the  sun.  The  disturbances 
caused  by  these  conditions  take  the  appearance  of  unevenness  in 
the  life-line,  and  to  smooth  these  down,  for  the  sake  of  accommo- 
dating them  to  any  preconceived  idea,  is  virtually  to  prevent  our 
learning  any  thine  about  them. 

^*We  can  hardly  overestimate  the  influence  of  circumstances 
upon  the  duration  of  life.  Think  of  the  ravages  of  helminths  and 
other  parasites  before  the  discovery  of  fire,  and  when  all  food  was 
eaten  raw ;  consider  the  catarrhs  and  bronchitis,  and  the  nauseous 
skin  diseases,  when  men  wrapped  themselves  in  untanned  hides. 
Or,  not  to  go  so  far  back,  remark  the  change  which  has  been 
caused  by  the  discovery  of  vaccination  by  Jenner ;  or  the  immunity 
from  ague  obtained  by  the  use  of  quinine ;  from  scurvy  by  that 
of  lime-juice.  Every  improvement  in  life,  every  fluctuating 
£eishion  in  dress,  each  new  article  of  food,  each  new  material  for 
clothing,  each  change  in  our  customs,  must  produce  its  effect,  and 
leave  its  impress  on  the  life-line  ;  so  that  the  sinuosities  which  we 
attribute  to  accidents  in  our  observations,  may,  in  truth,  indicate 
the  existence  of  active  influences.  Those  of  the  irregularities 
which  are  due  to  minute  errors  in  observation  will  gradually  be 
compensated,  while  such  as  depend  on  changes  in  the  state  of 
society  will  continue  to  be  represented  in  the  returns  for  succeed- 
ing years ;  and,  hence,  on  all  accounts,  we  must  declare  against 
&€  SBWOthing  down  of  results  obtained  from  trustworthy  data." 

Addreu  to  ike  Aetmarial  SoeUiy  of  EditAurgk^  i868.    Pamphlet,  pp,  i%  19. 

Farther,  on  this  subject  from  Mr.  Sang^ — 

"  It  is  only  by  the  comparison  of  different  sets  of  carefully  made 
observations  that  we  can  ascertain  whether  the  irregularities  have 
been  accidental,  or  whether  they  represent  actual  phenomena  in 
the  progress  in  human  life.  On  this  account,  the  smoothing^  as 
it  is  called,  of  a  Life  Table,  is  always  to  be  deprecated  \  we  can 
only  judge  of  the  propriety  of  the  smoothing,  by  comparison  with 
•ome  Table  which  we  deem  more  trustworthy,  but  then  we  ought 
to  adopt  that  which  is  more  deserving  of  confidence." 

Treatiee   on    the   Valuation   of  Life    Contingencies,    by   Edward    Sang, 
F,  R,  S.  E,    Edinburgh,  1864,//.  4, 5. 

If  we  are  to  abandon  the  field  of  actual  fact  and  observation  for 
the  purpose  of  roimding  or  smoothing  a  curve  by  graduation  (as 
proposed  by  Mr.  Fackler,  see  pp.  179,  180,  Proceedings  of  May 
Session  of  the  Convention),  why  not  return  at  once  to  the  old  but 
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ingenious  h3rpothests  of  De  Atoivrcy  that  the  pn^abilities  of 
living  decrease  in  regular  arithmetical  progression  after  age  of  12 
{Annuities  on  Lives^  by  A*  De  Moivre^  Preface  p.  ^andp.S^ 
Second  Edition^  '743)  • — ^^  ^^  the  theoretical  but  convenient 
Table  of  William  Orchard^  in  which,  afler  age  20,  the  decre- 
ments of  life  are  one  annually  up  to  age  So,  vvrhen  the  decrease  b 
raised  to  five  yearly  until  the  full  complement  of  life  is  entirely 
exhausted  at  age  95  (  Orchard's  Assurance  Premiums ^  1856,//. 
8,  20  andii)  ; — or  to  the  more  philosophic  Table  of  "  Mean  Mor- 
tality/' by  T.  7?.  Edmonds^  based  upon  the  principle  that  human 
life  covers  three  distinct  orders  of  geometric  progression  in  "force 
of  mortality,"  indicated  by  Infancy,  Manhood  (or  florescense)  and 
Old  Age,  during  which  the  continuous  changes  in  the  force  of 
mortality  are  indicated  by  three  different  constants,  that  for  infancy 
indicating  a  continual  diminution  of  death-force,  those  formanhood 
and  old  age  indicating  a  continued  but  different  increase  in  the 
force  of  mortality  (Z//tf  Tables  by  T.  P.  Edmonds^  B.  A,  1832, 
^.6)  ;— or,  to  tlie  new  formula  of  Mr.  Edmonds,  according  to 
which  "  there  is  one  law  of  decrease  of  mortality  at  all  ages  aller 
puberty;  in  either  case  the  rate  of  mortality  varies  inversely 
according  to  constant  power  of  the  age  measured  from  a  fixed 
point,  in  the  period  below  puberty,  tlie  fixed  point  is  at  2%  years 
or  27  months  before  birth-time,  in  the  period  above  puberty,  the 
^xed  point  is  at  the  age  of  102  years,  from  which  point  distance 
in  age  is  measured  backward ;  the  constant  power  or  exponent 
of  the  age  is  2.3025S5  —- ~-«  the  hyperbolic  logarithim  of  10: 
according  to  the  new  formula,  the  force  of  mortality,  according  to 
age,  from  a  constant  point,  is  expressed  in  the  same  terms  as  the 
force  of  gravity,  according  to  space  or  distance  from  a  central 
point ;  if  tlie  variable  in  space  or  age  be  called  (at)  then  the  force 
in  either  case  will  be  -^  ;  the  only  difference  in  the  two  cases  isi 
that  in  gravity  a  —  2,  while  in  mortality  a  —  2,302585  **  {Letter 
of  T,  P,  Edmonds  to  me,  dated  October  6,  1 868)  ;— or  to  the 
"  Uniform  Law  of  Mortality,  from  birth  to  extreme  old  age,"  ai 
elucidated  by  Benjamin  Gompertz^  with  great  erudition  in  a 
]?aper  read  before  the  International  Statistical  Congress  at  its 
fourth  session,  and  in  a  Paper  read  before  the  Royal  Society, 
June  20,  1 86 1. 

The  British  Actuaries  have  never  been  united  on  tiie  old  Actih 
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tries*  or  0>mbined  Experience  Table  as  the  best  representation 
of  the  Mortality  of  insured  lives  in  Great  Britain. 

The  following  is  die  opinion  of  Mr.  F.  G,  P.  Nsison  (s4€ 
Coniributions  to  Vital  Statistics^  Preface^  pp.  ix,  x)  : 

<'  There  is,  likewise,  the  Table  usually  denominated  the  ^  Ex- 
perience Table,'  deduced  from  the  recorded  observations  of  fifteen 
Life  offices,  in  addition  to  those  of  Equitable  and  Amicable 
Societies,  already  mentioned,  reported  on  by  the  committee  of 
actuaries  appointed  in  the  year  iS39,  In  these  observations,  like 
those  deduced  from  the  Amicable  and  Equitable  Life  Offices,  the 
principal  portion  of  the  data  has  no  reference  to  recent  years ; 
out  there  is  a  much  more  serious  objection  to  be  brought  against 
die  results  given  in  the  *  Experience  Table/  From  the  indispo^ 
sition  evinced  by  the  contributing  of&ces  to  let  their  individual 
experience  be  known,  even  to  the  members  of  the  committee  to 
whom  the  inquiry  was  intrusted,  it  became  necessary  that  the 
difierent  schedules  should  be  submitted  in  an  anonymous  form ; 
all  were  given  with  blank  headings,  and  so  completely  mixed  up 
together  that  it  was  impossible,  af^erw^ard,  to  determine  from 
what  office  any  particular  schedule  came. 

"This  arrangement  prevented  the  investigation  being  any  other 
than  one  confined  to  policies  issued  by  those  offices,  and  not  an 
estimate  of  the  mortality  among  a  certain  number  of  lives. 

"  To  those,  therefore,  of  even  limited  experience,  it  must  be 
obvious  that  the  results  are  thereby  deprived  of  all  value,  as  indi- 
cating the  rate  of  mortality  among  the  offices  contributing  the 
£sicts. 

"Nothing  is  more  notorious  than  the  frequency  with  which  the 
same  life  is  assured  in  duplicate  and  triplicate,  not  only  in  the 
same  office,  but  in  several  offices,  and  it  of^en  happens  tliat  on 
the  same  life  there  has,  at  one  time  or  another,  been  issued  as 
many  as  from  twenty  to  fifty  policies  in  tlie  different  offices  con- 
jointly. 

"  To  take  an  extreme  example,  in  order  to  show  the  nature  of 
the  principle  and  its  effect  in  vitiating  the  truth  of  any  results 
derived  from  a  calculation  founded  on  the  number  of  policies,  and 
not  upon  the  number  of  lives : 

"  It  is  well  known,  in  most  of  the  assurance  offices,  that  a 
distinguished  personage  was  so  fully  assured  in  the  life  offices  in 
this  kingdom  that  it  was  impossible  to  obtain  any  further  policies 
on  his  life  from  assurance  companies,  and  it  has  been  said  that 
recourse  was  had  to  Lloyd's  to  nave  the  life  underwritten  there. 
The  policies  existing  upon  this  life  at  one  time,  it  has  been  con- 
sidered, could  not  be  less  than  three  or  four  hundred.  It  is  hence 
evident  that  a  death  takine  place  under  such  circumstances 
would,  in  the  result  of  such  mquiry,  appear  as  three  or  four 
hundred  deaths,  while,  in  fact,  only  one  had  happened. 
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*^  In  like  maimer,  the  fact  of  the  life  still  survivtag  would  pro- 
duce the  anomalous  result  of  there  being  i/xx>  or  2yooo  years  of 
risk  depending^  upon  the  duration  of  these  policies  without  anj 
recorded  ^deam. 

*^  It  is  tfaetefoTK  dear,  that  unless  the  principle  of  repeated 
policies  on  the  same  life  was  uniform  as  to  numbers,  and  very 
generally  clNiracteristic  of  all  tlie  assurances  effected,  that  com- 
pensation errors  could  not  be  expected  to  take  place  sufficient  to 
render  the  results  even  a  near  approximation  to  the  truth. 

**S^ftir,tliefefore,  we  are  yet  without  any  satisfactory  data, 
dariiPsd  directly  from  the  life  offices  of  this  country,  which  can 
hm  f«K#tf  «n  as  indicating  the  rate  of  mortality  among  tiie  assured 
olawes  ki  recent  years.^ 

Mr.  Aiexmmder  Gl^m  Finlais<m^  Actuary  of  the  National  Debt 
in  Great  Britain,  says,  in  his  Report  on  the  Mortality  of  the 
Government  Life  Annuitants  (ist  of  August,  iS6o)  : 

*^As  regards  assured  life  there  only  remains  for  notice  one 
more  table,  vis«,  No.  ii,  the  Experience  of  tlie  seventeen  Life 
assurance  offices.  The  Tables  in  question  are  open  to  the  objec- 
tion, which  may  almost  be  termed  fatal,  that  they  are  based  on 
the  expttrience  of  policies,  not  lives.  (Number  admitted,  1 8,282 ; 
living  at  claee,  6,114 ;  discontinued,  7,372  ;  died,  4,786.)  Now, 
as  very  many  pefioas  are  insured  in  half  a  dozen  offices  at  once, 
they  count,  vmen  young,  and  the  mortality  is  light,  for  half-a- 
dozen  lives  under  this  arrangement ;  but  in  old  age,  when  men 
are  few,  those  same  persons  reckon  for  half>a-dozen  deaths  in 
their  lives  falling." 

Fitdmimm^t  JttpmH^  laos,  /.  47. 

Mr.  JoJm  Finlaisvn^  who  was  for  more  than  thirty  years 
Actuary  to  the  Commissioners  of  the  Public  Debt,  says,  in  regard 
to  the  old  Experience  Table : 

"  In  that  Table  I  myself  count  for  six,  and  when  I  die  I  shall 
count  fbr  six  desfths.  A  Table  so  constructed  cannot  be  depended 
upon  for  Life  insurance  purposes.** 

See  kU  ieetimony  More  the  Select  ComwUiSm  cm  Asemrmmce  MmctmiUm  #/ 

Mr«  jD^mid  Chiskolm  speaking  of  his  Tables  says: 

•*They  have  been  computed  on  the  Carlisle  basis,  as  being 
understood  to  be  that  most  generally  used  by  the  Assurance  offices. 
And,  although  this  basis  has  been  held  by  some  Actuaries  not 
only  to  be  limited  in  extent,  but  somewhat  imperfect  in  arrange- 
ment, there  is  reason .  to  believe,  nevertheless,  that  in  its  genc^ 
features  the  Carlisle  Table  gives  a  sufficiently  accurate  represent- 
ation of  the  law  prevailing  among  the  majority  of  associations  for 
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nMiy  shaw  to  be  necaaaary  will  not  be  of  a  vary  impofiaiit  daa- 
cripHoA.'' 

Mr.  Wtlliam  SpenSy  an  able  actuary,  speaks  of  the  old  Experi- 
ence Tablf  43  follows : 

**  I  stnj  contjnue  to  think  that  the  arrangement  of  the  *  Experi- 
ence* d^ta  by  policies  instead  of  persons  is  very  detrimental  to 
their  v^li)p  and  authority,  especially  when  such  points  as  the 
present  are  involved  (the  rate  of  mortality  among  select  lives^. 
The  g;en^ral  deductions  of  expectation  of  life  may  not  be  seriously 
affected ;  but  fbr  any  separate  age,  or  for  any  isolated  question 
like  this,  I  £^ar  th^t  this  mode  of  arrangement  has  rendered  them 
almost  valueless.  I  formerly  noticed  an  instance  of  probable 
great  error  in  consequence  of  this  aipong  the  Irish  male  lives, 
when  there  ara  repfaaanted  to  be  thirteen  deaths  at  age  forty  in 
the  first  calendar  year  after  entry  among  347  lives  at  entry.  I  may 
notice  another  instancy  among  the  sanut  Uvea  at  age  sixty^two, 
from  the  year  after  entry,  when  nine  deaths  are  represented.  I 
am  informed  from  a  source  which  leaves  no  doubt  of  the  accuracy 
of  the  atatement,  that  out  of  these  nine  there  were  at  least  six  on 
the  same  life. 

"  From  what  has  been  said  above,  and  from  casual  observation 
of  other  mortality,  having  so  much  doubt  of  the  'Experience*^ 
dAtsx^  I  thought  it  desirable  to  test  the  value  of  the  Experience  Jn 
reference  to  the  mortality,  during  the  first  year  of  selection,  by 
the  collection  of  data  from  other  experience ;  and  the  result  ha* 
convinced  n^e  that  what  has  been  said  above  cannot  altogether 
account  fbr  the  very  gfreat  difference  that  is  shown,  and  that, 
whether  from  the  examination  of  the  lives  having  been  less  cara^ 
fully  attended  to,  or  whether  from  any  other  cause,  the  *  Expet+n 
eacc'  lives  do.  not  afford  data  for  determining  questions  on  the 
value  of  select  lives." 

Mr*  SaXffMid  ^.rfyw^  tl^e  leading  actuary  in  England^  a  man. 
of  gr^iit  ^ufl4n^^.  and  discretion  of  judgment,  remarks  (in  a 
pap^r  re.ad  befpjire  th^  Institute  in  March,  1S54,)  as  follows: 

^'  It  may  be  gathered  from  the  introduction  to  the  tables  exhib* 
iHag^t^  law  of  moctality,  deduced  from  the  combined  exparienaa 
oC  ^V£J»(een  Life;  asi^urance  offices,  printed  in  184^,  that  not  only 
wa^  thQ  task  tQ  each  contributing  company  one  of  gpreat  labor 
and  difficulty,  but  that  the  method  of  registering  entries  and  ages 
was  so  different,  that  some  of  the  returns,  after  the  time  and  toil 
expended,  were  quite  useless  tor  the  purpose  required,  notnnitfa- 
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ttanding  the  willingneas  of  the  managers  to  communicate  their 
experience,  and  the  value  of  the  iniormation  asked  for.  The 
former  we  may  gather  from  the  length  of  time  the  investigation 
occupied ;  for  tlie  circular  with  the  forms  was  dated,  as  sent  out 
on  tlie  25th  September,  1S38,  and  the  committee  remark  '  that 
the  whole  of  the  returns  were  not  received  from  the  contributing 
offices  until  afler  the  middle  of  the  year  1S41,  and  that  the 
diversified  classification  of  the  assurances  has  added  much  to  the 
complicity  of  the  operations/  In  another  part  they  state  that 
*  it  was  found  impracticable  to  combine  the  facts  contained  in  the 
whole  of  the  returns,  so  as  to  show  the  exact  number  that  died, 
and  were  discontinued,  and  existing  at  each  age,  as  some  of  the 
returns  were  made  up  giving  the  current  age,  and  otliers  the 
complete  age,  at  entering;  and  the  number  existing  in  some 
returns  had  been  exposed  to  the  risk  of  mortality  for  a  whole 
year,  and  in  others  to  no  part  of  it'  " 

Mr.  William  TTios.  TTiotnson^  one  of  the  most  eminent  of  the 
Scottish  actuaries,  says  that, — 

"  So  many  actuaries  acknowledge  the  soundness  of  that  basis 
(the  Carlisle  observations)  for  Life  assurance  and  annuity  calcu- 
lations, that  I  look  forward  to  the  day  when  the  Carlisle  tables 
will  be  admitted  as  sufficiently  accurate  to  justify  tlieir  general 
adoption.  *  *  Since,  therefore,  the  Carlisle  tables  have  been 
proved,  by  all  recent  observations,  to  be  near  the  truth — as  near 
as  will  ever  probably  be  attained — it  appears  to  me  not  unreason- 
able, considering  the  immense  labor  which  has  been  bestowed  on 
calculations  proceeding  on  that  basis,  to  expect  that  at  no  distant 
period  its  adoption  will  be  general."  "  x 

Achutrial  TiMtB  cf  W,  T.  TJkmmfscu,  p,  Ui. 

Dr.  William  Parr^  the  worid-renowned  statistician  and 
economist,  urges  an  objection  to  the  use  of  this  table  (Combined 
Experience)  for  the  purpose  of  determining  the  premiums  or 
valuing  the  assets  and  liabilities  of  assurance  offices,  on  the 
ground  that  as  the  average  term  over  which  its  observations 
extends  is  only  eight-and-a-half  years,  it  considerably  understates 
the  mortality  which  it  is  probable  will  prevail  in  insurance 
societies  when  they  have  attained  maturity ;  also  adding  that  the 
mortality  at  the  advanced  and  most  important  ages,  by  the  Car- 
lisle table,  is  lower  than  that  which  has  already  been  experienced 
among  assured  lives  and  is  indicated  by  this  table.     He  adds  : 
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"  In  the  course  of  a  century  or  half  a  century,  from  the  obterva^ 
tions  on  a  great  number  of  assured  lives,  a  Table  can  be  con- 
structed which  will  be  a  most  valuable  contribution  to  statistical 
science,  and  enable  competent  men  to  decide  whether  a  Table  of 
the  mortality  prevailing  among  the  insured  lives  during  the  nine- 
teenth century,  is  more  likely  to  express  the  mortality  of  the  per- 
sons who  insure  their  lives  in  the  twentietli  century,  than  a  Life 
Table  deduced  from  tlie  living,  and  from  the  deaths  in  the  popula- 
tion of  that  day.** 

Watf0rtP$  Jmsmrattet  Gmt'd*  mtd  Hamd^Mook^  /.  173. 

One  improvement  in  the  American  Experience  Table  I  beg 
leave  to  suggest  to  the  Convention  for  its  consideration.  A 
committee  should  be  appointed  for  the  purpose  of  collecting  the 
data,  and  reporting,  at  a  future  session  of  the  Convention,  suitable 
numbers  of  the  living  and  dying,  from  age  o  to  9,  inclusive,  as 
exigences  in  the  business  are  now  occurring  for  their  practical 
use. 
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AN  UNIFORM  RATE  OF  COMPOUND  INTEREST 
FOR  STATE  VALUATIONS  OF  LIFE  AND 
ENDOWMENT   POLICIES 

\  have  already  shown  and  tabulated  the  minimum  and  m^- 
mum  and  actual  business  rates  of  interest  for  each  St^te  in  the 
Union.  It  now  remains  only  to  give  the  actual  rate  of  interest 
which  Aifierican  Life  insurance  companies  receive  on  t^ir 
ii>vestme]:>ts^  as  indicated  by  the  toucJbstQpe  of  (heir  fii\anci^ 
exj^rience ;  which  I  have  done  for  twenty  compafiies,  an^  to  th^ 
fiiU  ex^nt  which  time  and  clrcumstimce^  aUowed.  {Se^i  TalJ/;^ 
Iffis.  6  /f>  26,  inclusive.) 

TABLE  No,  6. 
American  Popular  Life  Insurance  Company^  N*  T. 


YSAR. 

Average  Assets. 

Interest  received. 

FMcentsge. 

YBAR. 

1867  •  •  •  •  •  ••• 

1868 

1869 

1870 

Total  and  Av. 

$184,931  79 

246,260  50 
292.275  94 
337»i74  66 

$8,36432 

8,473  28 
10,906  30 
14,434  28 

4-523 
3441 
3732 
4.281 

1867 
1868 
1869 
1870 

$1,060,642  89 

$42,178  27 

3-979 

Average  by 

3-994 

jc»r»    \^  jrcKrsy ...    .•••.•••••••••. 

TABLE  No.  7. 
Continental  Life  Insurance  Company  (iWrw  Tori). 


YEAR. 

Average  Assets. 

Interest  received. 

Percentage. 

YEAR. 

1867 

1868 

1869 

1870 

ToUl  and  av. 

$601,002  79 

148,66800 

2,793.640  67 

4,002,669  05 

$24,804  03 

54,107  67 

103*942  39 

125,289  38 

4.127 

3.659 
4.079 

3-130 

1867 
186S 
1S69 
1870 

$7,545,980  51 

$308,143  47 

4-084 

AveraflTc  bv 

▼ears  Ca.  vears^ •..•••.•.•••.•.•••• 

3.749 
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TABLE  No.  8. 
EjuitaiU  Lift  Assmramc*  Society  of  the  United  States,  N.  T. 


YEAR. 

Avcraft  AMcts. 

P«cntM^ 

YEAR. 

i860 

i86i 

1862 

1863 

1864 

1005  •••••• • • 

1866  •••••••• 

1867 

1868 

1869 

1870 

Total  and  ar. 

$139,860  02 

ii6,626  S8 

367.334  49 

454-363  19 

805.047  5j 

•   1.305.953  66 

3,333.156  13 

4,101,605  72 

6,423,250  08 

9.  "15.95073 

11,873,434  50 

$5,533  64 
8.097  50 
12,1^1  16 
17.461  95 
37.476  61 
70.933  70 
102,309  84 

360^960  85 

499.097  58 
681,620  54 

4.338 

3.'^3 
4-655 
5-4^ 

5^19 
5-475 
5-740 

^860 
1861 
1862 
1863 
1864 

186^ 
1867 
1868 
1869 
1870 

$37,005,561  82 

$1,978,886  77 

5.349 

A w*r«arM  Kv  v*ar«  ft T  v*ArA^  .... ..     ....... 

4-767 

TABLE  No.  9. 
Guardian  Mutual  Life  Insurance  Company. 


'T&KBL 

ATtnge  AsMtt. 

iBtsmt  raowTwl* 

Ptrotntage. 

YEAR. 

iSco  ••...•••• 

$114,008  03 

129.816  06 
130,834  16 
126,693  36 
173.350  53 
273,041  80 

434.817  65 
627,115  89 
889,460  16 

1,262.388  99 
1,764,008  91 
3,161,216  37 

8,848  00 

4.610  59 

7.799  47 

8.703  3.5 

34,605  96 

35,493  00 

41.841  93 

47.765  14 

58.111  35 

64.103  06 

64.30984 

3.198 
6.816 

l:S 

5.053 
9.013 
6.001 
6.673 
5.370 
4.603 
3.634 
3.971 

1861 
1862 

:IS 

1867 
1868 
1869 
1870 

!i§. :::...:. 

i36i 

1862 

1863 

i86i 

ig6c 

iSs  .!  .    . 

ig5y 

1868 

ig^Q 

1870  ••••••••• 

A9/V   ••••••••• 

ToUl  and  av. 

$8,066,551  81 

$358,616  15 

4-446 

^y^mflw   l)y  v^ar«  (ti  vtfksrft^ ..^ . 

5-191 

j^^^^    N*-^-'— -"/' 

1 
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TABCE  No.  ro. 
KnieJkerboaMsr  Lift  Insurance  Company. 


YBAR. 

Interest  roc«iT«d. 

Peraotage. 

YBAR. 

I8S4 

ikcc ••  •• 

$134,111  j2 
1^5-666  2; 
160,167  09 

231,184  73 
248,26s  03 

£2^  t 

343,002  87 
470,935  6(> 
700,635  33 
1,211,819  53 
3,305.  »oi  88 
4*105,578  48 
5.935.924  36 
7.038,313  33 

$5,755  11 

9.358  z^ 

9431  79 
16,611  79 
16,932  98 
20,109  96 
15.847  81 
14,037  68 
16,964  15 
25i56  68 
30.01399 
36.831  71 
61,608  7<; 

"1.575  58 
246,221  38 

439.619  93 
351.678  78 

^290 

\^ 
1% 

rs 

5-35 
6.oi 

6.33 
5.26 
509 
4-84 

5-99 
7.4J 

4-99 

I§S4 

llil 

1S61 
1S62 
1863 
1S64 
1S65 
1S66 

1S69 
1870 

Il^l "..!.... 

iRcf  ......... 

***57 

iScS 

i8?o  •  •••••••• 

iS6o •••. 

1861 

1S62  •••••  •••• 

1S63 

iS6i. 

1S6; 

1S66 

1S67 

186S 

1S60 

*^ 

1S70  ••••••••• 

Total  ancl  av. 

$33,938,808  53 

$1,428,156  45 

5-966 

A  v^rjifre  Kv  «r**«*fi   ^t^  «r»nr«^  . 

" 

6.414 

^*— -  v-/  .r*—-y 

•  Inclading  interest  accmed, 

TABLE  No.  14. 
Security  Life  Insurance  and  Annuity  Company^  N.  T. 


YEAR. 

Avenm^  Assets. 

Interest  recaired. 

Percentac^ 

YEAR. 

iS<t 

$141,474  93 
204,962  00 

337*429  49 

591-213  93 

1.021,894  40 

1.570,479  90 
2,119.461  47 
2,674,643  3$ 

$10,817  80 
17.063  02 
lS,8lI  9$ 
33.698  47 

6iL2l6  60 

88,231  02 
109,752  69 

7.647 
8.325 
5.576 
5659 
4675 
4.089 

4.163 
4.104 

iS6e 
1864 

i 

1S69 
1870 

1S64 

1S65 

iS65 

1868 

1S69 

1S70  •• 

Total  and  av. 

$8,661,557  49 

$388,365  79 

4.473 

^ycra£6  by 

v^ars  rS  vean^  ■••••••••••••*••■•• 

5.534 

J^MSO  V*'/^**"/  ••••••••••••••••*•• 

1 
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TABLE  No.  II. 
Manhattan  Life  Insurance  Company. 


YEAR. 

AvwmcvAMcte. 

Percentage. 

YEAR. 

igca 

$167,123  21 
200,60447 

ai3.539  26 

351,649  18 

439.550  81 

552,522  II 

657,597  01 

789.84641 

961,647  43 

1,090,723  80 

1,216,250  05 

1,402,063  56 

1,718,955  4^^ 
2,278,157  27 
3,042,408  30 
3.929.097  6$ 
4.865,455  09 

5.816,435  01 
6,609,322  89 

$3,321   79 

5,001   46 

15,234  52 

23-3^9  .«;6 

29.9.0  85 

36,298  70 

.41,70679 

47»3'^i  37 

52,406  03 

63,171  34 

89.258  49 

93.195  90 

ii3'895  II 

136,800  52 

190*016  74 

342,268  91 

308,227  26 

366,737  61 

39^37932 

1383 
2.443 

6.637 

6.579 
6.56:) 

6.:57 

5.996 

5-4JI 
5-793 

6.^25 

6.005 

6.-46     > 

6.166 

6.107 

6306 

5-937 

1852 
1853 
1854 
iS>5 
18^6 
1S57 
18  >8 

1859 

1S60 

iS6c 

1S6J 

1863 

1864- 

1865 

iS6d 

2869 
1870 

'J52 

»OW    ••••••••• 

ifLrA 

8« 

Is^ :.:.!.:.. 

iScT 

iSi ......... 

i8co  ..*. 

,86b 

i85i ,, 

1861 

186^ 

i86j. 

iS6c 

ImI  :.:.:.!.. 

1867 

isS ::..:.!.. 

1869 

1870  ..••••••. 

Total  and  ar. 

$36,303,047  93 

$2,249,551  27 

6.196 

Av£ra.flfe  bv  v^^ra  ^m  v»•1*a^  .... . 

5-88o 

j-"^"  v-:r  j-'^'y 

TABLE  No.  16. 
Universal  Life  Insurance  Company,  N.  T. 


YEAR. 

Average  AraeU. 

Interatt  reodired. 

Percentage. 

YEAR. 

i85^ 

$221,680  20 
278,694  36 
349.499  91 
4^9.866  23 

823*736  36 

$12,462  50 
17.271  20 
20,153  61 
21,)  6  97 
22,948  27 
39-334  42 

5-62I* 

6.199 

5-767 

4-596 

344^ 

4-775 

1S6? 
1S66 
1867 
186S 
1S69 
1870 

i^ 

i857 

1868 

1869 

1870 

I   »"7" '•  •• 

Total  and  ar. 

$2,793,791  86 

$133,306  97 

4-764 

AvcrafifC  b^  v^ara  (f^  ■v^ttTtL\ 

5.C68 

J  ^-'•~-  ^-^^^—-y- 

1 

*  For  eleven  montha. 
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TABLE  No.  13. 
Afutual  Lif*  jHsurtmce  Company  of  N«w  Tori. 


YSAR. 

Avenifte  AcMtt. 

Interact  recrivcd. 

P^rcMfce. 

YSAR. 

«85i 

1852 

1853 

1854 

i8>7 

1858 

1859 

i860 

i86i 

1862 

1863 

1864 

1865 

1866 

1867 

x868 

1869 

1870 

Total  and  av. 

$x,jo6,25i  27 
1,820,151  05 
2,302,218  09 
2,696.689  58 

3,014.055  92 
3,482,990  02 

4,137.994  87 
4,5124,412  25 
5,360,780  52 
6,735.753  08 
7,649*479  79 
8,618,073  95 

9,893,163  x6 

xx,528,7o6  79 

13»392.4P8  09 
16.417,029  53 
21,245,282  76 
27.506,  X89  XJ 
34,298,244  46 
41,022,549  69 

$86,4x7  63 
154.616  34 

i7«.5»3  44 
185,756  9» 
230.170  59 
277,488  71 
298,39406 
36x,xio  IX 
4x0,441  50 
481,943  02 
552,642  59 

652;976  82* 

645936  98^ 

879,21  X  40 

668,438  09 

902,158  07 

994*008  59 

1.334*566  78 

1.769*693  76 

2,196,339  86 

2,477»772  68 

6.6x5 

'liio' 

6.163 
6.950 
6.705 
6.060 
6.736 

6.093 
6.300 
6.4x2 

0-735 

6.434 
6.403 
6.040 

1867 
1862 

1S63 
1864 

1865 

1866 
1867 
1868 
J^ 
1870 

$225,532,272  96 

$14,4x7,222  86 

6.392 

Avers.fire  Hv  v»«ra  /"ta  v*•1!«^ . 

6.490 

V  ^-*~-  v-y^"— -y- 

►IncliMJing  pflvflplnm  «a  goAd. 
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TABLE  No.  13. 
New  York  Life  Insurance  Company. 


YSAK. 

Arenge  Assets. 

IntBJBSt  fOCClTOd. 

Perocotsii^ 

YBAR. 

'8sa 

»f53 

«|54 

\^\'.'.\'.'. 

;§:::::: 

1859 

i860 

1861 

1863 

3g:::::: 
IS:::::: 
;S:::::: 

■»9 

1870 

Arerage.. 

*l^;^3^?5 

779*784  63 
961,361  69 

1,135,377   13 
1,397,255  93 

1,499*433  90 
1,681,517  40 

1,877,830  46 
3,051,646  61  ^ 

3,553  699  41 
3,649,15003 
3,333.373  61 

4-379  763  77 
6,013,770  65 
8,084.433  08 
10,080,388  35 
13,313,873  61 
14,643-073  93 

$36,398  88 

33-035  34 

38,859  53 

36,369   13 

59-39996 
83,857  4 
78,173  36 

9»»5i7  71 
113,366  14 

107-155  03 

134-7^3  41 
136,851  73 
353,617  73* 
360.434  39* 
343.659  30« 

7i8i355  44* 
816,489  49 

4.838 
4956 

37«> 
3783 

IS 

5-333 

5978 
5.333 

5733 
5.165 
7.837 

6.030 

5.881 

5-575 

1853 
1853 
1854 

III? 

1861 
1863 
1863 
1864 
1865 
1S66 
1867 
1868 
1869 
1870 

$76,i39,503  80 

$4,4i3»363  36 

5798 

ATCrftP^  Kv  v*ttr«  ^tn  VA4 

trm\ 

5-515 

►-    "J     ^~-    ym^    ,^ 

I  inclnHiny  prmdam  on  gold. 
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TABLE  No.  15. 


United  States  Life  Insurance 

Company. 

YEARS. 

laletwt  i«oeiv«d. 

P«f<o«ntag«. 

YAAR.. 

1852 

1853 

$160,307   81. 

i9i-»37  57 
222,448  20 

-  %1^\l 

6.241 

6.864 

.85» 
1843 

1854 

14-790  38 

6.649 

1854 

'f55 

1856 

260,908  18 

15,89000 

6.090 

ill 

312,227  91 

18,036  17 

5.812 

1857 

1S5S 

458,887  40 

22^23  91 
26,671  07 

% 

1859 

536.977  93 

31.727  27 

5-909 

if59 

i860 

639.073  54 

37,007  40 

iifs 

i860 

i86i 

754-7 u  92 
842,004  77 
971S76  48 

43-979  H 

1861 

1862 

1S63 

50,055  30 
62/>i3  90 

i^i 

1862 

1864 

I-484-873  68 

93.817  59 

7-543 

'5^ 

1865 

114,440  41 

7.707 

1865 
1866 

1S66 

1,807,702  05 
2.238,247  26 

119.563  21 

6614 

jg^ 

114.807  15 

5- "9 

1867 
1868 

2,693,220  60 
3.135.087  18 

155*577  95 

5-777 

1869 

i9i'"6  55 

6.096 

1869 

1870 

Total  &av. 

3,520,424  03 

222,170  30 

6.311 

1870 

$21,855,886  19 

$i,357»o8o  93 

6.209 

A^^r^flMfc  Kw  v«Mii.a  t xt\  v*fl 

m\ 

6*330 

V  "J   ^'— .-   yy  j^' 

'"/  ••••• 

TABLE  No.  18. 
Charter  Oak  Life  Insurance  Company. 


YEAR. 

Arenge  Assets. 

Interest  reoeiTed. 

Perocntftge. 

YEAR. 

1864 

;«^ 

iooo»* •••••• 

1869 

1870 

$802,801  55 
1,215.308  83 
1,981,225  51 
3*069,565  23 
4,380,879  77 
6,155^635  80 
7,768,691   18 

$50,668  81 
66,521  70 
90.270  93 

140.484  19 
224.309  15 
332,281  46 
471,722  72 

6.187 

4-55^ 
4-576 

5-121 

5-391 
6.072 

1864 
1865 
1866 
1867 
1868 
1869 
1870 

$25,374,107  96 

$1,375,258  96 

5419   , 

Average  1 

> v  vears  (1  irears^ ••••••••••••••••   • 

5-339 

'J  /*'»*•  V/  J^i»«oy  •••••••••••••••  •    • 
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TABLE  No.  19. 
Commeciictti  Mutual  Life  Insuranee  Cempmny, 


YEAR. 

ATcrage  AMett; 

Interest  reeeived. 

Pwrccntagft. 

YBAR. 

1854 •• 

1S56  !!!!!!!! 

•1857 

1S58 

1859 •• 

1861 

1862 

1863 

1S64 

1865. ....... . 

1866....*... 

1867. ...... 

1868 

1869. 

1870  ••••."••• 

Total  and'av. 

$2,184,256  12 
3,313,683  34 
3,373.134  72 
3.559.785  44 
3.813.739  57 
3.147.797  3^ 

3.537.351  17 

4.028,080  89 

4595^553  33 

5.399.79'  10 
6,817,354  37 
8.804,573  17 
11.597.403  68 
15-492.653  43 
20,168, 7<w  08 
25,117,428  27 
29;24i,2i8  14 

$;[26,986  37 
144.55*  45 
156,987  13 

183,097  63 
201,303  39 
230,327  50 
354.346  67 
*     305.38264 
466,618  45 

649.297  56 

526.989  06 

722.067  68 

897. 3or  00 

1,179,264  89 

1,4,^6,669  no 

1,789.669  82 

5-813 
6539 
6.610 
5.261 
6.470 
6.390 
6.507 
6.311 

8.641 
9-525 

fi 

5-895 
5-799 
6.140 

1854 
1855 
i8s6 

i8*s7 
i8s8 

1859 
i860 
i86f 
1862 
1863 
1864 
1S65 
1866 
1867 
1868 
1869 
1870 

$150,092,40383 
—                           > 

$9,434,337  38 

6.278 

ATfirasre   bv  ^^^  v^ar  (t^  v^k^rm^ 

**•••••••'••.•••• 

6.518 

' 

TABLE  No.  24. 
PJuenix  Life  Insurance  Company. 


YEAR. 

Arenige  AMets, 

Interest  received. 

Peroffiitsye. 

YBAR. 

1864 

1865    ••  ••  •       •• 

1866 

1870 

ToUl  and  av. 

$413'I74  55 
045.819  94 
1,092,446  85 
1.749.976  64 
2,857,202  14 
4,^/186  76 
5.503,437  84 

$30,430  78 
46.289  25 

83-135  40 

H9.837  82 

187.660   10 

^      269,191  86 

311,111  91 

7.168 
7.610 
6.848 
6.568 
6.066 
5.654 

1864 
l86<j 
i86iS 

1869 

1S70 

6.274 

$16,550,344  73 

$1,038,657  21 

A v#>rflflr#>  Kw  vA««*a  (*i  vAat*s^  ....  ......     ...  .... 

6.754 

J      J^W»M^      yf      J^^M^^     - 
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TABLE  No.  ao. 
Massachusetts  Mutual  Life  Insuranca  Camfmmy. 


YEAR. 

ATenige  Assets. 

Interest  reodved. 

Percentage* 

YEAR. 

iftCT •  ••• 

$177,00493. 

212,981  83 

264,663  47 

339*463  63 

4»o,353  47 

475*955  33 

593-855  02 

793*727  05 

1,099,596  06 

1,384,000  II 

1,669,707  76 

3,ii;2,i36  21 

3,663,156  1} 

3*149*629  58 

$3^052  04 
2,704  »4 
4*392  31 
6,047  53 

11,859  90 
30,603  23 
23*376  30 
40,019  87 

37*842  57 
111,056  75 

84,08305 
"2,917  33 
160,314  95 
175.840  06 

I.6l[2 

1.782 
2.889 
6.429 

3-937 
5.042 

8.024 
4.816 
5.246 
6.019 
5.582 

1861 
1862 
1863 
1864 

1866 

lis 
looo 

1869 
Z870 

JIfs  !.!...!.. 

fgcft •••• 

i8fe ..!...!.. 

ifi6i 

1862 

1863 

1864... 

i86< 

i865 

1867 

1868 

J869 

1870  ••••••••• 

Total  and  av. 

$15*386,230  36 

$803,110  09 

5.219 

i^vcraffc  £ 

or  I  J.  Tears  •••••••••••••••••••••»•• 

4.093 

TABLE  No.  »5. 
Union  Mutual  Life  Insurance  Company. 


YEAR. 

Arerage  Assets. 

Interest  received. 

• 

Percentage. 

YEAR. 

1864 

1865    

1866 

1867 

1868 

1869 

1870 

Total  and  ar. 

$923*348  92 
1*237*743  30 

1*719*653  19 
2,499^856  65 
3*361,060  39 

4,071,108  61 
4*853*206  91 

$54*316  64 

53,513  74 
84,116  00 

120,91084 
168,384  44 
3^,670  14 
269,58834 

5.883 
5.131 

4.838 
5.188 
5.9" 

5.554 

1864 
X865 
1866 
1867 
1868 
1869 
1870 

$18,665,977  97 

$1,001,530  14 

5.365 

Average  fo 

r  *i  veara  ••••  ••••  •••••*  ••••  ••••  •••• 

5.342 

1 

r  /  jrv«r»  •••••••••••••••••••••••••• 
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TABLE  No.  21. 
Mutual  Benefit  Life  Insurance  Company, 


YEAR. 

Avenge  AsscU. 

Interest  receiTed. 

Ffcrocntsge. 

YEAR. 

1852 

1853 

1854 

;§::::::•: 
;S :::::::: 

1859 - 

i860 

1861 

1862 

1863 

1864 

1867  .".'!.*'!!! 

1868 

1869 

1870 

Total  and  Av. 

$«»4",737  68 
1,666,548  79 
1,903*932  46 
3,131*932  47 
2,357*258  82 
3,613.918  95 
2,872,623  32 
3,201,251  65 
3,606,152  57 
3,960^538  10 
4,274,292  61 
4,952,721  85 
6,295,245  85 
8,148,965  08 

10,415,189  56 

13*023.993  64 
15,469,182  77 

17.984.657  33 
20,781,132  95 

$77,578  69 

93*234  55 

109.  «97  93 

121,456  57 

138,316  90 

152.873  21 

170,987  27 

191,426  95 
214,014  19 
224,238  74 
258,249  07 

473-751  87 
630,011  53 

743-957  68 

903*987  85 

1.105.449  69 

1*252,357  83 

5-491 
5  533 
5.630 

II 

5-945 
5-948 

\^^ 

6.041 
6.446 
4-873 

l:S 

5-712 

5-843 
6.224 
6.026 

1852 
1853 
1854 
1855 
1856 
1857 
1858 

1859 
i860 
1861 
1862 
1863 
1864 

1867 
1868 
1869 
1870 

$127,072,276  45 

$7»597»i30  72 

5-978 

A w^r«0r#  Y)v  vtf»arA    f rf\  vaafa^ ..........^..... 

5-794 

J^-^"    v-y  ,f '-—-'/ - 

TABLE  No.  17. 
./Etna  Life  Insurance  Company  {Hartford). 


YEAR. 

ATemge  Assets. 

Intevest  received. 

PeroentAge. 

YEAR. 

1865 

1866 

i«69 

1870 

Total  and  av. 

$1,380,907  77 

3,141,019  73 

.•5*881,323  u 

8.932.756  05 

11.826,378  98 

14,027,120  24 

$88,365  42 
198,863  39 

409.405  95 
611,283  43 
768,482  03 
S72,7i>6  58 

6398 

6.222 

1865 
1866 
1867 
1868 
1869 
1870 

$45,189,505  93 

$2,949,186  85 

6.527 

Aver&fire  bv  v#>aff.s  (f%  vAAf*■^. 

6.542 
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TABLE  No.  22. 

National  Life  Insurance   Company  of  the  United  States  of 

Aiherica. 


VEAR. 

ATerage  Assets. 

Interest  received. 

Percentage. 

YEAR. 

1868.. •• 

$1,072,921  63 
1,308.250  03 
1,603,104  12 

$26,781  56 

54.339  oS 

97,448  21 

2.496* 

4.154 
6.079 

1868 
1869 
1870 

i860 

*r^ 

1870 ••.•  •• 

Total  and  av. . 

$3,984,275  83 

$178,568  85 

5-317 

• 

5.268 

y 

' 

•FrKtIon  of  a  year  (five  months),  allowed  for. 

TABLE  No.  23, 
New  England  Mutual  Life  Insurance  Company. 


YEAR. 

Average  Assets. 

Interest  recelred. 

Percentage. 

YEAR. 

t8c2 .... 

$463,811  98 
510,913  34 
591,063  16 

718,977  h^ 

87^,101  63 

1,068,685  79 

1,176,200  24 

2,017,492  44 
2,344.341  15 
2,764,420  80 
3,061,061  28 
3,430,962  IS 
4.415.605  65 
5,644,162  64 
0,854.  "3  22 
8,053,790  70 
9,155,889  54 

$31,810  52 
36.32798 
40,503  19 
40.760  55 
47.713  80 
58,462  05 
65,127  60 

87|<Jl  69 
103.131  34 

122,307  72 
140,549  60 
176,317  67 
141,164  82 
247.973  26 
273.765  30 
341,200  82 

398,431  35 
509,302  87 

6.845 
7.110 
6.852 
5.669 
5.464 
4-534 

|:S 

5.230 
5.111 
5.216 
5.085 
5.076 
4.114 

5.615 
4.850 
4.832 

1852 

.    1853 

1854 

1855 

% 

:^' 

1861 
1862 
1863 
1864 
1865 
1S66 
1867 
1868 
1869 
1870 

i8ci 

>854 

i8« • 

i8c6 

iScn 

ilsl::. .::::::.. 

i8co 

1866.....;...'.. 

i86i 

1862 

1861 

1S64 

t86c 

1866 

1867 

1868 

i860 

*r^ 

1870* « •••••••••• 

Total  and  av.. 

$56,141,694  60 

$2,949,286  08 

5.253 

5.444 
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TABLE  No.  26.  • 
Ifem   York  Life  Insurance  Compc^ies. 


AoMricmn  Popnlar  Life, 

CoQtiiiemtal  IJIe 

BqoiubleLife 

Guardian  Life ...• 

Knickerbocker  Life..... 

Manhattan  Life.. 

MattMlUfe 

New  York  Life. 

Security  Life 

United  Statea  Life 

Universal  Life. 

Total  and  average ... « 


o 


4 
4 
II 

IS 

«7 

»9 

«9 

•I 
1 


I 


$i«o6(»^a69 

37.005.561  da 
M67i5i  •< 

M<.53a,a73  0$ 

75, •a9'S03  w 

8.661^49 

SI  J5jc,N6  10 

»i798»79«  86 


$g,i78s7 

35S,6i6  15 
»>4^iS6  45 

•.•4955'  n 

4,4«3-3j»3^ 
i».365  79 

»i3S7<*o  9i 
«3iv|06  97 


J:SJ 

S-349 
4.446 
5.yd6 

6.196 
6.39* 
579^ 
4.17* 
6.ao9 
4764 


3^* 
3749 
4707 
5.191 

M»4 

(.880 
0490 
SS«5 

5534 

5.068 


13» 


^4  4^18991^  79 


•a7i«74i873  «9 


6.031 


5-37« 


Life  Insurance  Companies  of  other  States. 


iBtaaLife. 

charter  Oak  Life 

Conn.  MutuiilLife 

MaSMChuaettt  Mutual  Life 
llotaal  Benefit  Life... . . 


National  Life  of  U.S 

NewKngland  Mutual  Life. 

Pbanix  Mutual  Life 

UaioQ  Mutual  JLife 


Total  and  arerafe.. 


Grand  total  and  aTonige. 


7 
7 
«7 
14 
«9 

S4t6 
>9 
7 
7 


99.4 


»374 


♦45»'»9'S05  93 
«5  374.«07  96 

i50,PQS.4e3  83 
15.386^  s6 

is7,07s,s76  45 

j.984,s7S  ^ 
56.141,694  60 

>*  550»a44  7a 
«8iW5'9n97 


♦455,4S6»7»7  55 


t907il55*3S3  34 


$s.949.i36  U 

«^5»»58  90 

94M.»37*8 

K>3.iioo9 

7>597»i30  7» 

17I568  P5 
so4oaS6o3 
i^iS.657  at 
1,001.530  14 


$37,316,956  iS 


f  54»4<».«»7  47 


6.537 

%% 

5.319 
5978 

53»7 
5».S3 
o»74 


5959 


5*994 


6.<43 

6.518 
409a 
57V4 

5.368 
5444 
6754 
5.34» 


5^5 


5.508 


*  Where  interest  on  deferred  premiums  has  been  rqmrted  by  companies  under  the  head- 
iSfrof  Premium  Income  instead  of  Interest  Income  it  cnuld  not  be  included  as  interest; 
if  this  item  was  added  it  would,  of  course,  somewhat  increase  the  percentages  and  also  the 
tnrsgt  percentage.  W.  B. 
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The  table  of  mortality  used  has  far  less  influence  on  the  reserve 
or  re-insurance  fund  than  the  rate  of  interest  assuoi^.  It  is  very 
desirable  that  we  should,  if  possible,  adopt  an  uniform  rate  for 
this  purpose  throughout  the  United  States.  Let  it  be  conceded, 
in  the  first  place,  that  any  such  uniformity  must  be  a  matter  of 
comity  only  as  betvtreen  the  different  States ;  eadir  ihdividaHi  and 
sovereign  commonwealth  has  a  perfect  right  to  legalize  any  rate 
it  cliooses  for  this  purpose ;  the  six-per-cent  States  can  adopt  four 
per  cent,  and  tfie  ten-per-cent  States  eight  per  cent,  at  pleasure, 
each  class  of  St^iteis  thus  having  the  same  actual  margin  of  two 
per  cent  over  the  assumed  rate«  It  is  entirely  natural  that  the 
States  where  a  comparatively  low  rate  of  interest  prevails  should 
tend  to  a  lower  assumed  rate  than  those  where  the  high  rates 
rule,  both  by  statute  and  liie  laws  of  trade.  How  shall  harmony 
be  secured? 

In  the  first  place,  ten  millions  of  people  have  already  united 
on  a  medium  standard  rate  of  fbur-aqd-a-half  per  cent;  and 
about  five  millions  have  adopted  four  per  cent  Shall  the  ten 
millions  yield  to  the  five,  or  vice  versa/  Shall  all  of  the  United 
States  yield  to  New  England,  or  New  England  to  the  rest  of  the 
Union? 

Any  State  that  chooses  to  do  so  can  fix  upon  an  elastic  rate, 
adjusted  to  tlie  special  financial  thriftiness  of  each  company, 
whether  in  or  out  of  its  jurisdiction,  by  enacting  that  the  assumed 
standard  for  State  purposes  of  solvency  shall  be,  say,  two  per 
cent  less  than  the  actual  average  aimual  rate  received  by  a  com- 
pany on  its  average  assets  from  organization.  Such  an  act  would 
follow  tKe  law  of  each  company's  financial  experience,  and  wouldi^ 
of  course,  require  of  New  England  companies  with  home  invest* 
ments  only,  a  reserve  much  larger  tlian  for  central  and  western 
institutions ;  but  the  rule  would  be  uniform  fai  its  application  to 
all  companies,  and  give  due  weight  to  the  greater  ability  of  tlic 
same  amount  of  assets  invested  at  high  instead  of  low  rates*of 
interest. 

It  should  be  borne  in  mind,  that  most  companies  are  constantly 
receiving  interest  on  considerable  surplu<«,  the  receipt  of  which  ii 
entirely  in  excess  of  the  necessary  interest  on  the  reserve. 
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TJie  six-ferment  standard* 

Mr.  yokn  TL  Bewley^  the  active  and  energetic  manager  of  the 
Universal  Life  Insurance  Company,  of  New  York,  appears  as 
the  first  advocate  of  this  extraordinary  proposition,  in  the  Appen^ 
dix  to  the  procccdmgs  of  the  first  session  of  the  convention. 

The  first  proposition  is,  that  the  *•  stock  or  low  rate  [used 
probably  as  convertible  terms]  companies"  should  not  be  charged 
in  a  State  valuation  with  a  ^'  lower  rate  of  interest  than  that 
assumed  in  the  calcuktton  of  their  premiums." 

I  may  say,  generally,  that  I  intend  all  due  respect  to  the  ofEcers 
of  companies,  and  to  all  odiers  of  whom  or  of  whose  opinions 
I  may  speak  inf  this  connection.  If  I  happen  to  express  myself 
strongly,  the  terms  are  not  designed  to  be  personally  offensive, 
but  spring  from  the  earnestness  of  my  convictions  in  certain 
directions. 

Now,  this  proposition  of  Mr.  Bewley,  that  the  Stntc,  in  testing 
the  status  of  corporations,  should  be  controlled"  in  its  principles 
of  solvency  by  the  assumptions  and  theories  of  a  company,  is  so 
patently  absurd  that  all  argument  seems  to  be  utterly  wasted. 
To  the  lawyer  or  legislator  it  is  as  irrational  as  to  allow  a  culprit 
to  be  judged  by  the  principles,  or  lack  of  principles,  upon  which 
be  bases  his  own  theory  of  morals,  in  order  to  sec,  not  whether 
he  has  violated  the  laws  of  the  land,  but  whether  he  has  con- 
formed to  his  own  individual  assumptions  and  theories  in 
committing  the  crime  in  question.  If  he  has  lived  up  to  them 
he  is  innocent,  otherwise,  guilty.  I  assert,  that  the  theoretical 
beliefs  and  assumptions  of  a  company  are  of'no  consequence 
whatever  in  testing  its  solvency,  any  more  than  the  particular 
religious  or  other  tenets  of  Ramases  or  Confucius.  Can  a  com' 
fany  fay  its  debts  at  maturity?  If  it  can,  it  is-  solvent  as 
regards  policyholders.  In  order  tD  pay  debts  at  maturity  some- 
thing more  is  necessary  than  **  assumptions,*'  or  theories  of  any 
kind  whatever.  ^ 

Mr.  Bewley  is  entitled  to  the  credit  of  almost  instantly  per- 
ceiving the  absurdity  of  the  claim  interposed,  when  he  asserts 
that  "  The  validity  and  justice  of  this  claim,  and  the  propriety 
of  admitting  it,  evidently  depend  upon  the  sujjiciency  of  the  rate 
assumed  by  these  companies  in  the  calculation  of  their  fre^ 
fniumsr    Precisely,  and  we  are  at  once  remitted  to  the  only 
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pertinent  inquiry  in  the  premises.  Another  delusion  should  also 
be  distinctly  understood  and  dissipated — the  materiality  of  the 
assumptions  of  a  company  of  a  rate  of  interest  in  computing  its 
premiums  without  regard  to  the  "  loading.**  The  only  material 
inquiry  is,  What  is  the  amount  of  premium  payable  ?  the  modus 
operandi^  tlie  special  hypothesis,  or  tlieory  by  or  through  which 
this  result  is  reached  is  of  no  importance.  The  public  and  the 
State  are  only  interested  for  this  purpose,  in  knowing  the  amount 
of  money  demanded  for  one  thousand  dollars  of  insurance.  If 
one  company  charges  one  hundred  dollars  per  annum  for  life  for 
a  certain  policy,  and  another  company  charges  the  same  amount 
for  the  same  policy,  of  what  pertinence  or  consequence  is  it,  in 
determining  tlie  question  of  solvency,  that  one  company  computed 
its  premiums  on  a  high  rate  of  interest,  say  six  per  cent,  with 
large  mortality,  say  English  No.  3,  and  that  the  other  company 
computed  its  premiums  on  four  or  four-and-a-half  per  cent  interest, 
with  a  table  of  less  mortality,  and  that  the  loading  was  so  adjusted 
as  to  produce  th3  ^ame  practical  premium  ? 

I  was  much  interested  In  the  able  argument  of  Mr.  Bewley  to 
establish  the  strong  probabil.'ty  "that  the  present  rates  [of 
interest]  will  be  fully  maintained  for  at  least  several  generations.** 
But,  unfortunately  for  his  inferences  therefrom,  even  his  own 
company  has  not  actually  realized  six  per  cent  interest  on  its^ 
average  assets  from  organization.  His  argument  seems  to  estab* 
llsh  to  liis  own  satisfaction  that  six  per  cent  is  a  sa&  assumption, 
but  his  own  actual  experience  demonstrates  the  fallacy  of  the 
ratiocination.  Mr.  Bewley  furtlier  (p.  146  Official  Report  o€ 
Proceedings  of  May  Session)  remarks : 

"  It  may  possibly  be  urged,  by  the  advocates  of  the  mutual  or 
high-rate  system,  that  if  it  be  sufilciently  safe  for  stock  or  low- 
rate  companies  to  rescr\'e  at  six  per  cent,  it  is  equally  safe  for 
mutual  companies ;  and  that  the  discrimination  shown  in  favor 
of  the  stock  companies  is  an  injustice  to  the  mutuals.  In  answer 
to  this,  it  will  at  once  be  admitted  tliat,  so  far  as  it  affects  the 
sufficiency  of  the  reserve  fund  to  meet  maturing  liaoilities  is 
concerned,  a  six-per-cent  valuation  would  be  equally  as  safe  for 
mutual  as  for  stock  companies.  But  it  must  be  remembered  that 
the  premiums  charged  by  mutual  companies  are  calculated  upon 
a  four  and  fonr-and-and-a-half  per  cent  interest,  and  that  consc- 
auently  there  is  an  immense  margin,  the  property  of  the  policy^ 
holders^  deposited  as  it  were  in  trust  with  the  mutual  companies, 
and  for  which,  in  their  contract  with  their  assured,  they  enter 
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into  no  written  or  binding  obligation  to  return.  It  is  to  insure 
the  safety  of  this  margin  for  the  benefit  of  the  policyholder  that 
a  four-and-a-half  per  cent  valuation  becomes  requisite  and  appro- 
priate for  mutual  or  high-rate  companies*" 

Mr.  Bewley  admits,  what  is  undoubtedly  true,  that  the  same 
reserve  is  required  for  the  same  contract,  whether  in  a  stock  or 
mutual  company,  and  that  to  make  any  discrimination  in  favor 
of  stock  companies  would  be  an  ^'  injustice  "  to  the  mutuals.  He 
might  have  gone  further,  and  said,  that  a  discrimination  the  other 
way  would  be  founded  on  the  legal  and  scientific  fact  that  a  high- 
rate  company  is,  pro  tanto^  so  much  abler  to  meet  its  obligations 
at  maturity,  and  consequently  might  be  safely  valued  on  a  lower 
standard  of  reserve,  as  its  excess  of  future  premiums  would 
counterbalance  tlie  smaller  re-insurance  fund. 

But  Mr.  Bewley  wants  to  protect  the  members  of  mutual  com- 
panies as  regards  their  '^  immense  margin " — the  ^^  property  of 
the  policyholders"  on  deposit  Are  not  these  members  entirely 
competent  to  protect  themselves?  What  protection  does  Mr. 
Bewley  offer  them?  Simply  that  such  companies  shall  be  com- 
pelled by  law  to  reserve  'immense  margins,"  more  than  he 
admits  to  be  necessary  for  purposes  of  solvency.  Will  Mr. 
Bewley  explain  how  he  protects  such  members  by  not  allowing 
the  company  to  declare  dividends  and  pay  over  such  surplus 
profits  to  them?  Can  he  find  any  safer  or  more  appropriate 
place  for  "  the  property  of  the  policyholders "  than  their  own 
pockets?  Policyholders  only  want  a  sufficient  reserve  for  entire 
safety  and  solvency ;  any  surplus  over  this  they  want  to  have 
divided,  and  the  quicker  the  better  for  them.  It  will  not  then 
certainly  be  squandered  in  '^  profitless  extravagance." 

Mr.  Bewley  seems  to  assume  that  a  stock  company  is  neces- 
sarily a  low-rate  company,  and  a  mutual  conipany  a  high-rate 
company.  There  is  no  inherent  necessity  in  this  direction.  One 
of  the  oldest,  if  not  the  oldest,  of  the  purely  proprietary  com- 
panies in  this  country,  the  New  York  Life  Insurance  and  Trust 
Company,  has  now  and  has  always  maintained  one  of  the 
highest  scales  of  premium.  The  vicissitudes  and  changes  which 
certainly  occur  in  the  relations  of  business,  might  alter  and 
modify  the  present  rates  and  practices  of  tlie  various  companies. 
Stock  companies  devise  plans  for  offering  advantages  to  policy- 
holders in  lieu  of  dividends,  and  mutual  companies  offer  noa- 
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pardcipatihg  policies  to  compete  with  stock '  companies,  and 
many  new  and  complicated  forms  of  policy  multiply,  in  which 
the  features  of  both  systems  are  so  ingeniously  interwoven  as  to 
be  incapable  of  distinct  classification. 

So  far  as  the  pub^c  is  contet^ed,  it  is  not  the  proprietary 
companies  which  permanently  reduce  premiums.  A  mutual 
company,  reserving  only  suflfcient  for  re-insurance,  and  a  reason- 
able margin  for  contingencies,  practically  reduces  its  premiums 
by  annual  dividends  after  one,  two  or  three  years  to  the  lowest 
safe  basis.  Were  it  not  for  this  substantial  reduction,  stock  com- 
panies, in  the  very  nature  of  their  organizations  as  purely  finan- 
cial and  money-making  institutions,  would  increase  their  rates  up 
to  the  exact  standard,  at  which,  in  their  business  (not  benevolent) 
judgment,  tliey  could  make  the  most  money.  This  is,  always 
has  been,  and  ever  will  be,  die  law  of  gravitation  of  a  purely 
stock  organization  in  any  countiy  in  the  world.  It  is  the  very 
definition  of  such  a  company,  a  part  of  the  essence  and  inner- 
most soul  of  its  corporate  being.  Is  there  any  profit  in  the  life 
insurance  business?  Capital  seeks  to  grasp  it  or  share  it;  for 
this  sole  and  only  purpose  it  enters  into  the  business.  Demon- 
strate that  there  is  no  profit,  and  capital  v^ll  timidly  retire  from 
the  field  as  too  dry  and  arid  to  produce  the  pabulum  on  which 
only  it  feeds  and  flourishes. 

I  do  not  complain  of  this  law  of  finance  and  business  ai^ 
more  than  I  do  of  the  diurnal  motion  of  the  earth,  or  of  the  law 
of  gravitation  ;  but  I  do  protest  when  capital  stands  forth  as  the 
peculiar  and  especial  guardian  of  the  public  interests  instead  ot 
its  own.  As  between  tlie  two  classes  of  companies,  permanent 
success  to  either  will  be  due  in  a  great  degree  to  the  enterprise, 
economy  and  hard  labor  of  the  managers.  A  stock  compony 
may  be  so  discreetly  handled  as  to  be  able,  after  a  series  of  years, 
to  pay  fair  profit  to  the  stockholders,  and  not  tax  its  policyholders 
more  than  mutual  companies.  No  stock  company  can  or  will 
do  business  for  many  years  below  actual  cost ;  the  capital  is  not 
subscribed  for  the  purpose  of  being  sunk  in  the  payment  of  either 
expenses  or  losses. 

When  capital  is  sunk  beyond  a  safe  margin  a  company  should 
be  compelled  to  reduce  its  capital  to  the  actual  funds  in  hand,  or 
to  pay  an  assessment  for  filling  up  the  gap.  A  nominal  capital, 
which  has  been  already  sunk  or  lost  in  business,  should  not  be 
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paraded  by  either  a  fire,  marine  or  life  inturance  company  as 
being  actually  on  hand  and  in  existence.  The  fact  of  its  destruc- 
tion or  impairment  should  be  recognized  coincident  with  the 
event  "Capital/'  says  yames  M.  Cook^  Comptroller,  "only 
comes  into  use  upon  a  result  which  would  prevent  the  formation 
of  the  corporation  were  it  anticipated  by  the  corporators  them- 
selves." 

JUportof  C&^fir9tter  Cook  on  Inmrtme*  Companfn^  pf  Dtctwthtr^x^  l^Sy 
>.  4J ;  Bam$J  Corndtnud  InMurauce  KtforU^  vol,  II, 

Mr.  Bewley  (p.  147  of  May  Session  of  the  Convention) 
fiirther  claims  that  "  vital  interests  "  were  allowed  to  be  created 
under  the  four-and*a-half  per  cent  basis  with  a  '^  (presumed)  per- 
fect knowledge  on  the  part  of  the  State  officials  chatged  with 
the  administration  of  these  laws,  that  with  the  increase  of  busi- 
ness the  margin  between  tl-eir  basis  and  that  of  six  per  cent  upon 
which  the  stock  premiumi;  were  calculated,  and  which  for  a 
period  would  be  supplied  by  the  subscribed  capital,  Mrould  be 
continually  narrowing  and  wc^uld  finally  become  extinguished." 

Having  personal  knowledge  in  the  premises,  I  must  be  per- 
mitted to  deny  this  proposition.  Conversely,  any  company  which 
assumed  six  per  cent  interest  in  ^ts  Tabic  of  Rates,  instead  of  the 
legal  rate  of  four-and-a-half  per  cent,  was  acting  on  its  own 
responsibility,  with  entire  knowledge  that  such  assumption  was 
not  in  harmony  with  the  law  of  State  valuations,  and  such  a 
corporation  roust  itself  provide,  either  by  skill  or  economy  of 
management,  to  keep  up  at  ah  times  the  statute  reserve.  It 
never  was  my  intention,  while  holding  the  office  of  Superin- 
tendent, that  the  capital  should  be  allowed  to  make  up  any  such 
deficiency,  capital  having  a  task  which  entirely  exhausted  its 
power  in  maintaining  its  own  intactness  and  integrity.  The  lines 
which  divide  mutual  and  mixed  from  stock  companies,  and  parti- 
cipating from  ift>»-partlcipating  ones  are  too  tenuous  for  any 
legislative  distinctions  in  regard  to  valuations,  and  the  closest 
analyst  would  be  incompetent  to  make  any  complete  classification. 

It  has  been  said  that  a  four  per  cent  reserve  was  necessary  to 
prevent  extravagance  of  management  in  the  mutual  companies ; 
then  why  not  apply  the  same  rule  to  the  stock  companies  for  the 
same  reason  ?  But  an  effort  is  made  to  set  free  about  one-quarter 
of  the  reserve  of  stock  companies,  and  for  what  purpose?  Is  it 
•  for  purposes  of  "extravagance?"     The  argument  that  mutual 
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companies  should  reserve  on  four  per  cent,  in  order  to  prevent 
excessive  expenses,  is  readily  met  by  the  answer  that  the  surplus 
should  not  be  tlius  expended,  but  apportioned  in  dividends  to  the 
policyholders  to  whom  it  legitimately  belongs.  On  tiie  contrary, 
when  executive  and  managing  ofliccrs  know  that  their  reserve  is 
eight  or  ten  per  cent  in  excess  of  their  needs  for  purposes  of  sol- 
vency, officers  are  tempted  to  use  the  interest  on  this  extra  reserve 
for  commuting  commissions  and  for  illegitimate  purposes ;  per- 
secuting rival  companies,  venting  personal  animosities,  subsidiz- 
ing liie  press,  tampering  with  legislative  bodies  and  public 
officials,  under  the  hallucination  that  they  are  thereby  promoting 
the  special  interests  of  their  particular  company, 

A  sufficient  reserve  for  solvency  is  all  tliat  the  public  wishes 
and  all  that  the  State  should  absolutely  require ;  the  remaining 
surplus  can  go  to  no  better  purpose  than  in  dividends  to  policy- 
holders, leaving  to  any  corporation  tlie  liberty  at  its  option,  of 
keeping  an  extra  reserve  for  contingencies. 

In  reference*  to  the  theory  that  a  company  should  reserve  on 
the  same  assumption  of  interest  and  mortality  as  tliat  on  which  its 
table  of  rates  is  based,  and  that  such  is  the  contract  with  policy 
holders,  I  dissent  from  it  entirely.  There  is  no  such  contract, 
express  or  implied,  with  policyholders ;  the  contract,  both  express 
ani  implied,  is  that  the  company  will  pay  the  policy  at  maturity, 
and  that  it  will  reserve  sufficient  and  adequate  funds  for  this 
purpose,  and  divide  its  surplus,  if  any,  according  to  the  provisions 
of  the  policy  and  its  charter.  There  is  no  understanding  on  the 
part  of  policyholders  that  tiie  reserve  shall  be  computed  on  any 
particular  table  of  mortality  or  rate  of  interest,  indeed  almost 
universally  neither  the  table  or  rate  of  interest  assumed  are  known 
to  or  inquired  after  by  the  assured.  The  policyholder  desires 
substance,  not  theory,  safety,  and  not  technicality.  Of  what 
possible  benefit  is  it  to  a  policyholder  that  his  policy  is  secured  by 
a  four  per  cent  instead  of  a  four-and-a-half  per  cent  reserve,  pro- 
vided that  tlie  lower  reser\'c  is  as  must  be  conceded  on  all  sidps 
safe  and  sufficient  and  fully  adequate  to  protect  the  payment  of 
the  policy  at  maturit)*?  So  far  as  the  policyholder  is  con- 
cerned he  does  not  receive  a  single  dollar  more,  even  if  his 
policy  was  secured  by  a  three  per  cent  reserve ;  tlie  principal  debt 
is  the  policj',  the  reser\-e  only  security  for  its  pa^-ment.  A  bond 
secured  by  a  mortage  on  property  worth  ten  times  its  face  yields 
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no  more  than  the  same  principal  secured  by  twice  the  amount  of 
the  debt.  Beyond  the  point  of  safety  the  policyholder  wants 
the  surplus  to  be  divided  and  in  his  own  pocket  Imagine  a 
policyholder  bringing  an  action  as  suggested  by  Mr.  Peet  (Report, 
p.  173)  to  compel  his  Company  to  take  back  tlie  money  appor- 
tioned to  him  by  way  of  dividends,  and  to  keep  it  as  an 
unnecessary  reserve  on  his  policy !  Officers  of  companies  may 
be  disposed  to  keep  more  than  is  necessary  for  the  bona  Jide 
necessities  of  re-insurance,  and  strong  old  companies,  which  have 
already  on  hand  a  reserve  of  four  per  cent,  may  deem  it  policy 
for  their  companies  to  compel,  by  law,  companies  doing  business 
on  a  four-and-a-half  per  cent  basis  to  change  to  a  four  per  cent 
reserve,  as  such  an  act  would  embarrass  their  competitors,  or 
force  them  into  dissolution,  tlius  leaving  the  field  to  be  monopo- 
lized by  the  four  per  cent  companies. 

Requiring  companies  to  reserve  on  die  same  rate  assumed  in 
computing  their  premiums,  is  a  basis  of  reserve  which  is  as 
fleeting  and  changing  as  the  sands  of  the  ocean.  Any  standard 
table  of  mortality  may  be  assumed,  and  almost  any  of  tlic  actual 
rates  of  interest,  and,  by  adjusting  the  "  loading,"  tlic  same  rate 
of  gross  premium  may  be  established,  and  the  anomaly  would 
thus  be  presented  of  valuing  companies  on  various  rates  of  interest, 
because  such  rates  were  theoretically  assumed  by  the  Actuary  in 
computing  his  Tables,  although  die  actual  gross  premiums  pay- 
able might  be  the  same.  Such  action  on  the  part  of  tlie  different 
State  legislatures  would  go  far  to  render  State  supervision 
delusive  and  needless. 

In  order  to  show  the  status  of  companies  under  the  New  York 
standard,  the  Massachusetts  standard  and  the  proposed  six  pet 
cent  standard,  I  have  prepared  the  following  table,  which, 
although  perhaps  not  entirely  accurate,  will  demonstrate  the 
practical  operations  of  the  three  rules,  as  applied  to  the  existing 
business  of  most  of  the  companies  on  the  31st  day  of  December, 
1870. 
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The  capitals  or  accumulations  of  the  following  companies  are 
impaired  to  the  extent  of  the  various  amounts  set  opposite  their 
names,  respectively,  in  the  following  Table,  according  to  the  New 
York  Life  Insurance  Report  for  December  31,  1870,  and  the 
Massachusetts  Deptutment  valuation  for  the  same  date. 

TABLE  No.  28. 


NAMB  OF  COMPANY. 


Tori  State  Lift  Iu$mramc€ 
Complntea, 


Americmn  PnpuUtr 
Amicable  Mutual. 

Asbonr < 

Atlantic. 

CooiiDonwaaUh*.. 


Craftsmens 

Bdectic 

Empira  Mutual . 


Location. 


Globe. 

Oovef  umeul  Seciirlty  •  < 

Heicttlet 

Homoepatkic 

Hope 

Manhattan 


Merchanta 

Metropoli|an  .••••• « 
Mutual  ProCKtion . 

National 

Security..*  ••••••••  • 


Standard 

UniYeraal 

Widow*  and  Orphans  Benefit. 
World  Mutual , 


Totals  New  York  companies. 

Ldftlnmrmut  Compamimof 
other  Statet, 

Anebor 

Connecticut  General 

Bcooomical 

Hahnemann 

Intcmatioual  Life  and  Trust... 

National  Life  Ins.  Co.of  U.S.A. 
Nationol  Capital. 
New  Jersey  Ml 

Republic 

Safety  Deposit 


St  Louis  Mutual.. 
Union  CentraL.... 


New  York... 
New  Y'^rk... 
New  York... 


Totals  other  States  companies 
Grand  total  (3S  coopanies)... 


New  York.. 

New  York. 
New  York.. 
New  York.. 
New  York.. 
New  York.. 


New  York. 
New  York.. 
Yew  York., 
New  York. 
New  York.. 

New  York., 
New  York.. 
New  York.. 
New  York.. 
New  York.. 

New  York.. 
New  York.. 
New  York.. 
New  York.. 


New  Tetter.* •. 
Hartford,  Conn 
Rhode  Island.. 

Ohio 

New  Jersey 


District  Columbia.  • 
District  Columbia.. 

Newark 

Illinois 

Illinois 


St.  Louis... 
Ohio 


Amount  of 

impairment,  as 

]ier  New  York 

standard. 


ooSjj  19 


117^  s6 
6J.93408 

S6.87S  5S 


>^.»<S  93 
90^591 
74^91  C9 
»«»S47  79 


s8,s^3ss 

91,053  as 

SaJMsd 


7.77»45 


66.90694 
6**90559 


I910.894PS 


$«7437  " 


18s  81 

4947»9j 

i,is6  9S 

1406^ 


8^S49S5 
a7f*l9«4 


6,aoi  96 


$366,10986 


Aminntof  im- 
pairment, aa  per 
Massachusetts 


♦67,7?o»9 
S7<3S6  96 

»oo-399a« 
g|34A: 
76,63504 

ni^Ss  so 
81 .050  09 

48  7*5  *\ 
"»»S57  5^ 

19  667  56 
91,170  9^ 
9»i67«  41 
47.705  «^ 
>3!976Si 

31,604  4« 
iia.547  06 

33-345  91 
i3>io8  33 

13,690  (» 

iV535  7« 
».6i5  13 


•*>399i653  03 


♦33»>599 
13.86071 
69.7S406 
9ti^5S 
17,06776 

4«6.»S37 

9086  <7 

<0  98j64 

■5.34869 

«HS0i5 


J9S 

6»704  3« 


$84959781 


$1,977,003  91 


$9,949,180  85 
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Under  the  almost  startling  developments  of  the  above  Table 
No.  2S,  it  immediately  becomes  a  practical  question  of  vast 
importance — ^what  shall  be  done  under  the  circumstances? 
Thirty*five  companies  are  impaired,  according  to  the  Massachu- 
setts standard,  to  the  extent  of  two  and  a  quarter  nrillion  of 
dollars.  Shall  these  companies  be  put  into  the  hands  of  receivers, 
or  their  licenses  revoked  as  being  in  an  unsound  and  insolvent 
condition  ? 

Such  action  would  be  an  unnecessary  and  cruel  butchery  of 
corporate  life  and  a  wanton  sacrifice  of  the  sacred  interests  of 
perhaps  an  hundred  thousand  families. 

If  the  high  reserve  of  the  Massachusetts  standard  was  essential 
to  solvency,  of  course  no  question  could  be  fairly  raised  ;  but  it  is 
not,  and  in  any  competent  court  it  could  be  proved,  to  the  satis- 
faction of  bench  and  jury,  that  insolvency  did  not  exist,  and  that 
most,  if  not  all,  of  said  companies  are  in  the  possession  of  assets 
sufHcient  with  their  future  premiums  to  pay  all  of  their  outstand- 
ing policies  at  maturity. 

'  AVho  will  pay  the  two  and  a  quarter  millions  of  dollars  neces* 
sary  to  meet  the  requirements  of  the  Massachusetts  law  ?  Is  it 
right  to  tax  policyholders  or  stockholders  for  this  purpose  to  this 
extent?  Will  the  friends  of  a  four  per  cent  standard  themselves 
advance  this  money  ?  Policyholders  do  not  need  or  want  it  for 
their  security.  What  shall  be  done?  Will  it  be  fidelity  to  the 
sacred  and  delicate  interests  in  your  charge  to  sacrifice  them  ruth- 
lessly and  unnecessarily  ?  The  New  York  standard  is  adequate 
and  sufficient,  and  by  uniting  upon  it  tlie  interests  of  all  are  alike 
protected  and  conserved.  If  Massachusetts  companies  ex  super- 
ahundantia  cautcla  desire  to  keep  up  the  four  per  cent  reserve, 
they  can  do  so,  and  the  same  policy  can  be  followed  as  a  corpor- 
ate rule  by  any  company  in  any  State.  These  companies  are  not 
disturbed  in  any  manner  by  the  four  and  one-half  per  cent 
standard,  and  all  the  other  conApanies  of  the  Union  are  also  left 
undisturbed. 

The  New  York  standard  represents  safety  and  uniformity ;  the 
Massachusetts  standard  conflict  and  permanent  injury  to  the 
business ;  the  six  per  cent  rule  is  unsafe  and  dangerous* 

Even  under  the  New  York  standard  a  range  of  impairment 
must  be  allowed ;  and  I  have  prepared  the  following  Table  No. 
29,  under  which  it  is  proposed  to  allow  twenty  per  cent  impair- 
metit  on  capital  and  ten  per  cent  on  reserve. 
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TABLE  No.  29. 

Shaming  ike  amount  of  proposed  impairment  all&wed  to  seve- 
ral Life  Insurance  Companies^  on  the  ^ist  day  of  December^ 
1870,  before  said  companies  could  be  dissolved  by  compulsory 
proceedings  or  their  cei^tijicates  of  authority  revoked^  com* 
puted  on  the  basis  of  twenty  per  cent  oscillation  on  capital 
and  ten  per  cent  on  reserve^  by  the  N^w  Tork  standard;  all 
dividends  ceasing  to  both  stockholders  and  policyholders 
wkettever  any  impairment  exists  on  either  capital  or  reserve. 


KAMBOF 
COMPAN7. 


American  PopnUur... 

Amicable 

Anchor 

Arirarf 

Atlntk  Mvtml 

BerluMre 

Bfooklyti 

CkwterOak 

Cainmoawealth 

MvIiul' 

Cootincntui 

Kckctk...ri!!!!!!!! 

Bcooomical 

Bmpirt  Mutual 

Kmpifu  SUte 

Eqnitabla 

Excelf*  " 

G«nM 
Globe 

Government  Security 
GaardiMn  Mutual. . . . 

HaitfoffdUleftA... 

Herculea 

Home 

HooMSOpethic 

Hope  Mutual 

falemational 

John  Hancock 

KnickerboclMr 

UleAse>nofAmeHa 
IfdiliaUan 

MaiMMhuMtte  • 

Merchants 

MetroD'>litan... 
Mutual  Life  ... 
Mutual  Beneftt. 


Connecticut. 
New  Yorit,. 
New  Yorlt.. 
Newjertey.. 
NewVorlu.. 


Mew  zbric* •  ■  •  • 
Masaachutetts.. 

New  Yorit 

Connecticut.... 
New  Yorli 


Connectiqut.. 
Conned  icut.  I 
New  York... 
New  York... 
New  York.., 


Rhode  Island . 
New  York.... 
New  York.... 
New  York.... 
New  York.... 


New  York.. 
New  York.. 
New  York.. 
New  York.. 
Ohio 


Connecticut.. 
New  York.., 
New  York.., 
New  York.., 
New  York.., 


New  Jersey.... 
Massachusetts.. 
New  York  .... 

Missouri 

New  York  .... 


Massachusetts.. 

New  Yoch 

New  York 

New  York 

New  Jersey 


Margin  of 
osdUraon  on 
capital  (so  per 
cent) 


s6oooxM> 

S0|0004X> 


5>6ooxM> 
15.000.00 


40<ono-oo 


so  000.00 
SO.00O.00 

40000,00 

SO,0004X> 
SO.000.00 

s$.ono.oo 


60,000.00 
^00O4)O 

95-000.00 


31^16.55 

so  000.00 


a8A».oo 


Margin  of 
oscillation  on 
reserYOf  Am. 

B«.45<(io 
percent). 


$1,154^84.10 
S9VO11.50 
io,s6o.oo 
aj.jsS.so 
S5«4^ 

6a.Mo.3D 
139,181.70 
M3^5o.«> 
70M53.SO 

as^3.io 

38.506. 10 

a,ai8i84.i0 

3S3.5a5SO 

ao.c07.oo 

igAiSjo 

56.6s7X» 
4i,8aa.oo 
13.460.co 
«.i37«57iA> 
3i>734-50 

309.75570 
343,751.30 
s.736.70 
i9S,39J.io 
33,303.30 

35.964.90 
3»»o5.io 

t3I,355.10 

ms> 

i3."5-oo 
150^00.90 
6444»6.30 
«3^«-40 
49*»«w.50 

a78.716.00 

oV>S4.S0 
3358»i3a90 
«»5S9»4««-90 


Total  legal 

oscillation 

allowed 


43*458.so 
5S«4« 


84.no.30 
1^,783.70 
16MSOSO 
74M5.^5o 

4^40310 

88.706.10 

9,€(A<3$4.IO 

40}P5-5O 
60.507 -OO 
49*8-80 

76.637x10 
61,833x0 
33-460.CO 
i.iW,573-«> 
S0t7M-S0 

349.75570 
a63.75«-3o 

sa.7.|6.70 
317.39j.10 

73,303.30 

85.9^.90 
3t.w.io 
346.356. 10 

44931 .55 

a33.6<i^o 
514.188.50 

a78.716.00 
3s.015.90 

I06,OS4.W 

3*858,133.90 

>>SS9,4««-90 
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TABLE  No.  2C)— {Continued). 


NAME  OF 
COMPANY. 


Mutual  Protection., 
Nutioiial  Capitol.. . . 

National 

National  Life , 

National , 

New  Bntfland  Mat. 
New  Jersry  Mutual, 
NewVorkLifc.... 
North  America. . . . , 
North  Western...., 

Penn.  Mutual , 

Phcenix  Mutual . . . , 
ProTid?nt  Life  AT, 

St.  Louis , 

Security , 

Standard  Life , 

State  Mutual , 

Travelers , 

Union  Central 

Union  Mutual ..  ... 

United  States 

Unirersal 

Washington 

Widows  &  Orphans 
World  Mutual 


Todd,  65  companies 


Location. 


Margin  of 
osciiiution  on 
capital  (jo  per 
cent.) 


New  York 

l>ist.  Columbia.. 

Vermont 

Washinic'n.  D.C. 
New  York 


Ma«snchu8etts . 
New  Jersey.... 

NewVork 

New  York 

Wisconsin 


Pennsylvania,. 
Connecticut..., 
Pennsylvania. 

St.  Louis 

New  York.... 


New  York 

Massachui^eits  • 
Connecticut.... 

Ohio 

Maine 


New  York. 
New  York., 
New  York. 
New  York.. 
New  York.. 


$90  0004)0 

30,00000 


joo  000.00 
30,000^00 


3s.00o.00 

77.035.49 

SOfOOO-OO 
33,000.00 


100,000.00 
SOiOOOdOO 


40000.00 
40.000.00 
35000.00 
40.0004)0 


$1,740.0*4.84 


Manrin  of 

oscillation  on 

reserve  Am. 

£xp.4K(io 

percent.) 


$36090.63 
8.74900 
63.050.50 

77.»74.*i 

801.5S4.10 

48  9^iA> 

«.3>9^73  50 

444.b66io 

75Q.395-90 

313.843.60 

435.»07-<So 
67013.51 

47M.|3^ 
361.998.90 


t51.093.30 
584)43.90 
309.176.90 
139  107.00 
33«3>6.70 


$30,861,101.34 


Total  lecrsl 
oseillaiioo 
allowed. 


46.90061 
387'9» 
'  634)5050 
»974«f) 
107.17443 

801.5S4.10 
68.981^0 

444ittwio 
7SWK-9» 

si3^u6o 
467.iA7.(o 
1444)194)0 

383^90 

JO  804.58 
89.351.70 
169.575.jo 


«91.9M.30 
984)4»^ 
»34,i76^ 
179.1074)0 
7W».7«> 


$33^,is6.l8 
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Professor  De  Morgan  says  that  the  rate  of  interest  assumed 
by  Life  offices  should  ^^  never  be  above  that  at  which  tlie  Govern- 
ment can  borrow,"  namely,  that  regulated  by  the  price  of  the 
funds.  This  remark  was  made  in  reference,  of  course,  to  British 
offices,  but  is,  to  a  certain  extent,  applicable  to  the  business  of 
Life  insurance  in  this  country.  The  rate  assumed  should  cer- 
tainly not  be  so  high  as  to  preclude  a  company  from  purchasing, 
if  it  desires  to  do  so,  United  States  stocks,  as  a  portion  of  its 
accumulations.  Policyholders  will  not  be  satisfied  to  have  the 
whole  amount  of  rcscr\'e  so  invested  on  account  of  the  low  rate 
of  interest ;  and  tlie  largest  amount  of  the  funds  of  Life  insurance 
companies  naturally  flow  to  investments  on  bond  and  mortgage, 
which  pay  considerably  larger  interest,  and  which  class  of  invest- 
ments gives  aid  to  policyholders  in  their  business  and  commercial 
transactions. 

//  is  entirely  clear  that  a  govermental  standard  for  valua- 
tions  will  be  even  more  than  safe^  if  the  rate  of  interest 
assumed  is  not  in  excess  of  that  which  can  be  realized  by 
investments  in  the  fublic  funds. 

An  hundred  millions  can  now  be  so  invested  at  par,  in  a 
moment,  with  five  per  cent  interest,  payable  quaiterly,  and  free 
from  national.  State,  or  municipal  taxation.  Beyond  reasonable 
question,  investments  can  be  made  in  the  United  States  public 
funds,  for  an  indefinite  period  of  time,  in  such  a  manner  as  to 
ToaWzc  four-and-a-half  per  cent  interest,  compounded  annually. 
If  tlie  rate  of  interest  should  ever  go  down  to  even  four  per  cent 
it  will  be  payable  quarterly  or  exempted  from  taxation,  or  possess 
other  incidental  advantages,  which  will  make  the  practical  rate 
realizable  at  least  at  four-and-a-half  per  cent,  compounded 
annually. 

It  would  probably  be  practically  safe  in  this  country,  consider- 
ing the  laws  of  the  different  States  relating  to  interest,  and  the 
practical  ruling  business  rates  actually  received,  as  shown  above 
by  Table  No.  3,  to  assume  a  rate  somewhat  in  excess  of  that 
which  could  be  compounded  annually  on  investments  in  United 
States  bonds,  as  the  companies  do  not  and  will  not  invest  all  of 
their  funds  in  this  manner,  but  in  divers  forms  and  at  much 
higher  rates. 

We  cannot  make,  and  should  not  strive  to  make,  our  Life 
insurance  companies  more  solid  and  sound  than  the  United  States 
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goYermAent.  Attempting  to  maintain  a  four  per  cent  reaenre  it 
a  useless,  vain,  and  futile  effort  in, this  direction,  which  the  people 
do  not  need  and  do  not  wont  to  pay  for,  as  the  money  naust  of 
course  ultimately  come  from  the  policyholders^ 

Per  contra^  the  recent  bold  proposition  to  legalke  a  ^ix  per 
cent  standard  (although  a  not  unnatural  result  of  the  oyer-atrained 
rule  of  four  per  cent)  is^  obnoxious  to  still  greater  objections, 
inasmuch  as  the  one  errs  on  die  side  of  excessive  reaerve,  and 
the  other  on  that  of  an  insufficient  one.  Strangely  and  unac- 
countab]y  enough,  we  are  surprised  to  find  some  of  the  same 
actuaries  the  earnest  advocates  of  both  errors ;  I  simply  exhibit 
these  two  belligerent  standards,  and  each  is  competent  to  annihU 
late  the  other,  leaving  Uie  field  to  be  occupied  by  the  golden 
mean  of  true  conservatism,  real  progress,  and  rational  safety, — 
the  four-and-a-half  per  cent  basis, — which  is  already  the  legal 
standard  for  seven  powerful  States  and  over  ten  nullions  of 
people. 

It  should  be  constantly  borne  in  mind,  that  it  is  not  the  object 
or  purpose  of  a  legal  standard  to  interfere  with  the  corporals 
stahdard  of  a  company ;  the  genius  of  our  institutions  and  pepple 
requires,  in  this  respect,  the  largest  freedom  consistent  with  sol- 
vency and  safety.  Let  each  company  be  entirely  free,  in  this 
respect,  to  adopt  any  table  of  mortality,  any  rate  of  interest,  any 
"loading,"  which  may  be  satisfactory  to  the  stock  or  policy- 
holders. Neither  is  it  the  mission  or  duty  of  tlie  State  (unless 
incidentally)  to  adjust  the  equities  between  stockholders  and 
policyholders,  or  between  members  of  mutual  companies,  except 
in  tlie  courts*  Neither  is  it  the  duty  of  superintendents  to  see 
that  the  reserve  of  a  company  is  adequate  to  make  large,  or  even 
any  future  dividends,  unless  dividends  are  guaranteed ;  this  is  a 
matter  of  internal  corporate  management,  which  pro|)erly  belongs 
to  the  stockholders  or  members,  and  should  not  be  meddled  with 
by  tlie  State,  through  its  insurance  department.  Each  company 
should  be  free  to  carry  out  its  own  theories  and  plans  in  this 
respect,  subject  only  to  the  laws  of  the  land  and  its  corporate 
being. 

What,  then,  is  the  proper  function  of  the  State  in  insurance 
supervision  ? 

I  answer :  to  use  its  best  efforts  to  preserve  and  maintain  the 
companies  in  a  condition  of  solvency  and  safety.     If  a  coDapfUiy 
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b  only  able  to  pay  its  legal  obligations  at  maturityy  its  manner 
of  operating  and  doing  businefiS,  its  rates  of  premium,  dividends, 
etc.,  should  be  left  to  the  individual  judgments  of  those  whose 
interests  are  affected  by  these  questions.  ,  Hence,  in  fixing  upon 
legal  standards  of  mortality  and  interest,  the  only  inquiry  is  as  to 
the  true  and  best  table  and  rate  of  interest  for  purposes  of  simple 
solvency.  Any  company  may,  at  its  own  option,  reserve"  f&r 
corporate  purposes  at  four  per  cent,  or  thrce-and-a-hdlf^  or  three 
per  cent,  and  on  any  table  in  the  world  which  it  selects  as  the 
law  for  its  obrporate  being.  In  England  it  seema  for  years  to 
have  been  a  stumbling-block  in  the  way  of  parliament,  and  a 
matter  incapable  of  British  solution,  to  reconcile  the  governmental 
supervision  of  companies  with  the  corporate  independence  of 
such  organizations,  and  to  so  exercise  the  functions  of  the  State 
as  not  ^to  interfere  with  trade."  Here,  w^  have  solved  the 
problem  practicallyy  and  now  have  leituvi  to  mMtire  our  tl^aories 
afterwards.  .  . 


m. 

AN  UNIFORM  TABLE  OF  MORTAUTY  AND  RXtE 
OF  INTEREST  FOR  THE  STATE  VALUATION 
OF  ANNUITIES. 

ActMal  experience  in  other  countries,  not  to  be  conienmed, 
teaches  us  the  lesson  that  it  is  not  safe  to  value  annuities  on  the 
same  standard  of  mortality  as  life  policies.  We  have  no  Anieri- 
can  experience  as  to  the  duration  of  the  lives  of  annuitants,  and 
are  therefore  from  necessity  compelled  to  seek  for  standards  in 
other  countries.  The  tables  of  tlie  British  government  annuitants 
(Finlaison's)  are  probably  best  adapted  to  this  purpose.  As  to  a 
rate  of  interest,  annuities  cannot  be  sold  in  tills  country  to  any 
extent,  if  a  rate  is  assumed  lower  than  say  five  and  a  half  per  cent. 

In  my  opinion,  it  would  tend  to  solidify  and  strengthen  the  lift 
companiesi  if  annuities  couid  be  sold  to  a  reasonable  extent 
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Recapitulation. 

First.  On  Mortality  Table,  I  recommend  that  the  American 
Experience  Table  be  adopted  for  the  State  valuation  of  life 
and  endowment  policies  throug^hout  tlie  whole  Union. 

That  the  Table  be  subjected  to  the  test  of  the  New  Experi- 
ence of  American  compani^s^  to  be  collected  and  tabulated 
in  five  or  ten  years ;  and  that  thereafter  the  table  shall  be 
modified,  if  necessary,  to  accord  with  such  new  facts  and 
experience. 

That  measures  be  taken  immediately  to  perfect  the  present 
table  by  adding  tliereto  tbc;.  numbers  living  and  dyi^  from 
age  o  to  9,  inclusive. 

Second.  Rate  of  interest. .  IJaegleaYelp  recommendyi^trr  and  a 
half  per  cent  as  a  safe  and  judicious  standard  for  an  uniform 
rate  for  each  State  in  the  United  States  and  Territories. 

Third.  I  would  suggest,  in  the  absence  of  any  American  Experi- 
ence for  the  State  valuation  of  annuities,  the  Government 
Annui^  tables  of  Great  Britain,  as  reported  by  Mr.  yohn 
Finlaison^  in  i860,  or  the  very  elaborate  and  complete  tables 
of  Mr.  yardine  Henry  ^  now  in  process  of  completion,  with 
five  and  one  half  per  cent  interest. 

Fourth.  I  would  recommend  net  valuations  for  all  lives  healtliy 
on  entry  (impaired  lives  to  be  judged  of  by  the  special  cir- 
cumstances), unless  the  rates  of  premium  run  below  the  net 
legal  standard  rates.  In  all  cases  where  tlie  rates  of  premium 
«re  less  than  tlie  net  rates  according  to  tlie  legal  standard  of 
mortality  and  interest,  net  valuations  should  not  be  allowed, 
but  the  principles  of  gross  valuation  should  be  applied, 
deducting  from  the  present  value  of  future  premiums  a  sum 
equal  to  the  average  percentage  of  expenses  during  the  whole 
period  of  the  company's  existence,  in  no  case  less  than  ten 
per  centum.     Negative  values  never  to  be  allowed  as  assets. 
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Fifth.  I  would  suggest  that  all  life  companies  should  be  prohib- 
ited from  declaring  or  paying  any  dividends  to  cither  stock 
or  policyholders  whenever  the  capital  or  reserve  is  impaired 
to  any  extent  whatever ;  the  capital  at  par,  to  be  reckoned  as 
a  liability. 

WheneveTi  and  only  in  cases  where,  a  company's  capital 
is  impaired  more  than  twenty  per  cent  thereof,  and  the 
reserve  as  per  the  legal  standard,  impaired  more  than  ten 
per  cent  thereof,  all  Licenses  or  Certificates  of  Authority,  to 
companies  of  otlier  States  of  the  United  States  to  issue  new 
policies  to  be  revoked,  and  all  domestic  companies  to  be 
dissolved  as  insolvent  corporations,  in  accordance  with  State 
laws.  This  latter  provision,  as  to  an  impairqncnt  of  the 
reserve,  to  be  applicable  only  to  companies  having  over  a 
thousand  policies  in  force  insuring  least  two  millions  of 
dollars. 


WILLIAM  BARNES. 


Wbstxrn  Ave.,  Aijiaxy,  N.  Y. 
October  i8,  1871. 
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ON  THE  RATE  OF  INTEREST. 


A  Letter  from  Hon.  Alexander  Delmar, 

Lat€  Director  of  ike  Bureau  of  Statistics^  Honorary  Member  of  the 
Sociiti  Statist ique  of  Paris,  etc. 

Dear  Sir  :  It  would  afford  me  great  pleasure  to  prepare  for 
the  National  Insurance  Convention  a  complete  review  of  the 
subject  of  Interest,  and  the  inductions  arising  therefrom  ;  but  lack 
of  time  forbids,  and  I  can  only  glance  at  it,  and  make  a  few  hurried 
conclusions,  which,  though  drawn  from  somewhat  imperfect 
data,  may  nevertheless 'stand  the  test  of  closer  analysis  of  the 
facts.  At  all  events  they  will  serve  to  throw  open  a  hitherto 
almost  entirely  unexplored  subject. 

A  number  of  questions  occur  in  this  connection : 

I.    What  is  a  rate  of  interest? 

3.    What  is  the  general  history  of  the  rate  of  interest? 

3.  What  is  its  history  in  this  country? 

4.  What  are  generally  the  ultimate  causes  of  a  rate  of  interest? 

5.  What  influences  at  present  affect,  in  this  country,  the  rate 
of  interest? 

6.  What  is  generally  the  present  tendency  of  the  rate  of 
interest? 

'  7.    What  is  its  tendency  in  this  country  ? 

8.  To  which  might  be  added  this  question:  What  are  the 
prevailing  sophisms  concerning  the  rate  of  interest? 

I.    What  is  a  Rat^  of  Interest? 

A  rate  of  compensation  for  capital  loaned.  As  a  general  thing, 
however,  interest  is  applied  to  money  only ;  and  it  is  from  this 
fact  that  spring  most  of  the  erroneous  theories  prevalent  on  the 
subject.  It  is  also  common  to  still  further  and  still  more  errone- 
ously limit  the  meaning  of  the  term.  The  "rate  of  interest" 
is  used  to  indicate  tlie  legal  rate — the  rate  fixed  by  law :  e,  g.^ 
"  the  rate  of  interest  in  New  York  is  seven  per  cent,"  this  being 
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the  legal  limit  in  that  state.  From  this  looseness  of  expression 
springs  another  crop  of  errors.  Some  of  these  will  be  briefly 
pointed  out  hereinafter.  For  the  present  it  is  sufficient  to  know 
that  a  rate  of  interest  means  simply  a  rate  of  compensation  for 
money  or  property  loaned.  This  rate  may  either  be  stipulated 
between  the  parties,  limited  by  law,  or  determined  in  open  mar- 
ket. It  is  the  latter,  viz.,  the  open  market  price  of  or  compensa- 
tion for  loans  of  money  or  property  that  I  shall  hereinafter  refer 
to  by  the  term  rate  of  interest,  unless  otherwise  specified. 

Interest  is  a  modern  term.  The  word  usury  was  formerly  used 
to  mean  the  same  thing.  Now  the  latter  word  is  only  employed 
to  express  excessive  interest ;  though  for  my  own  part  I  do  not 
believe  that  any  rate  of  interest,  freely  agreed  upon,  is  excessive. 
On  this  subject,  however,  Bentham  has  already  said  all  that  is 
worth  saying,  while  0*Callaghan  has,  on  the  other  hand,  extolled 
every  absurdity  on  the  subject  which  the  former  so  mercilessly 
derided. 

II.    General  History  of  the  Rate  of  Interest. 

My  exceedingly  limited  time  will  only  permit  the  merest 
glimpses  into  this  portion  of  tlie  subject.  Mention  of  the  earliest 
rate  of  interest  I  can  at  present  recall  will  be  found  in  Buckle, 
{^Hist,  Civ.^  Appleton's  edition,  i,  54),  and  relates  to  India,  where, 
in  B.C.  900,  according  to  the  Institutes  of  Menu,  the  minimum 
legal  rate  was  15  and  the  maximum  60  per  cent  per  annum. 
This  information  merely  furnishes  a  ground  for  conjecture  that 
the  market  rate  on  the  best  security  was  about  15  per  cent. 
Boeckh,  in  his  Public  Economy  of  the  Athenians^  furnishes  more 
definite  information.  The  common  market  rates  in  Athens  were 
12  to  18  per  cent;  no  date  given.  (Little  and  Brown*s  edition, 
p.  181.)  In  the  time  of  Fompey  the  Great,  say  100  to  50  B.C., 
tlie  rate  in  Tenos  varied  from  8  to  12  per  cent.  In  the  third 
century  before  Christ  the  state  bank  in  Ilion  paid  10  per  cent  on 
feUite  security,  (/r/t/,  p.  1S2.)  Interest  was  lower  still  in  Rome 
in  the  age  ot  Cicero,     (/c/.,  p.  174.) 

From  these  rates,  which  do  not  appear  to  have  been  much,  if 
any,  higher,  than  those  which  prevail  at  present  in  the  western  and 
southern  states  of  America,  tlie  Pagan  history  of  interest  is  silent 
until  the  obscurity  that  characterized  the  Dark  Ages  partially 
cleared  away.     This  is  part  one.     It  begins  in  the  obscurity  of 
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mythology  and  remote  tradition,  and  ends  in  the  obscurity  of  medi- 
aeval vandalism  and  destruction.  It  opens  with  the  first  page  of 
Pagan  history,  and  closes  with  the  subjugation  of  Greece  and  the 
subsequent  fall  of  Rome.  Part  two  opens  with  the  texts  in  the 
Pentateuch  (Exod.  xxii,  25,  26  ;  Lev.  xxv,  35, 36, 37  ;  and  Deut. 
xxiii,  20)  ;  and  ends  with  the  discovery  of  America,  at  which 
period  the  two  streams  of  history  become  united. 

The  scriptural  interdiction  of  interest  was  put  in  force  three 
tliousand  years  ago  on  the  plains  of  Arabia ;  it  is  enforced  to-day 
in  Wall  street  by  the  laws  of  the  state  of  New  York.  The  Pen- 
tateuch forbade  the  taking  of  interest  at  all ;  the  revised  statutes 
merely  forbid  the  taking  of  more  than  seven  per  cent  per  annum. 
The  difference  is  one  of  degree,  not  of  principle.  The  one  law, 
in  fact,  originated  in,  and  is  merely  a  continuation  of,  the  other. 

The  early  Christians,  when  they  reconstructed  the  religion  of 
Pagan  Rome,  reconstructed  also  hef'  commercial  laws. 

By  the  civil  law  (reign  of  Justinian,  A.D.  533)  persons  of 
illustrious  birth  were  limited,  both  in  borrowing  and  lending,  to 
the  annual  rate  of  4  per  cent,  while  6  per  cent  was  established  as 
the  ordinary  legal  standard.  For  the  convenience  of*  manufac- 
turers and  merchants  8  per  cent  was  allowed;  to  loans  on 
shipping  12  per  cent;  but  except  in  such  "perilous"  business 
only  8  per  cent  was  permitted.  It  is  difiicult  to  say  how  nearly 
these  arbitrary  rates  indicate  the  market  rates.  Rome  then 
meant,  substantially,  the  whole  world,  but  Justinian  resided  at 
Constantinople,  while  the  barbarous  and  profligate  Theodatus 
reigned  in  the  Eternal  City,  whither  Belisarius  was  on  his  way 
to  conquer  and  depose  him. 

The  civil  law  on  interest  appears  to  have  stood  until  the  Christ- 
ian church,  in  its  vast  plan  of  reconstruction,  assumed  temporal 
power. 

In  A.D.  800,  during  the  reign  of  Charlemagne,  the  taking  of 
interest  was  entirely  forbidden  by  the  canon  law.  This  marked 
the  restoration  of  the  Levitical  code  in  the  Western  Empire.  In 
A.D.  950,  the  same  prohibition  was  adopted  in  the  Eastern 
Empire,  in  the  Basil ican  code.  From  this  moment  the  entire 
Christian  and  commercial  world  was  forbidden  to  take  interest. 

At  Westminster,  England,  September  9,  1126,  at  a  grand 
council  of  the  church,  all  clergymen  were  ordered  to  abstain 
from  interest  and  "base  lucre," — usuram  et  turpe  lucrum — 
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from  which  it  would  seem  that  the  general  interdiction  of  the 
canon  law  had  not  proved  sufficient.  In  1 197,  reign  of  Richard  I, 
all  Christians  were  forbidden  to  take  interest.  This  threw  the 
stigmatized  trade  into  the  hands  of  the  Jews,  who,  from  the  fact 
that  the  Scripture  does  not  forbid  the  taking  of  usury  from  Gentile^ 
and  strangers,  had  no  scruples  on  the  subject,  and  g^ew  rich 
by  it.  In  11 80  they  owned  one-half  of  Paris,  in  France! 
(Hallam,  Middle  Ages^  i,  157.)  However,  to  "equalize"  mat- 
ters again,  the  royal  plunderers,  when  they  did  not  directly  share 
the  profits  of  usury  {New  Tork  Social  Science  Review^  p.  35S), 
robbed  the  usurers  outright  (a).  Henry  III,  in  1253,  robbed  and 
slew  seven  hundred  of  them.  Charles  II,  in  1672,  openly  plun- 
dered them.  Intermediately,  the  story  is  the  same,  right  along. 
After  the  first  event,  interest  rose  to  50  to  70  per  cent  (Hume, 
Hist.  Eng.^  chap,  xii,  and  Matthew  Paris)  ;  and  after  the  second) 
loans  were  impossible  to  negotiate.  (Somers'  Collection  of 
Tracts,  vol.  iv,  p.  67,  quoted  in  Sinclair's  Hist.  British  Revenue^ 
London,  1803,  ^'  4^^*)  ^^  ^^  curious  that  the  small  portion  of 
this  plundered  money  afterward  recognized  as  an  obligation  by 
government,  forms  the  basis  of  the  present  national  debt  of  Great 
Britain,  and,  in  point  of  fact,  is  unpaid  to  this  day !  (His.  Rev., 
by  James  Postlethwayt,  p.  107.) 

These  repeated  acts  of  robbery  and  oppression  had  two  remark- 
able eflTects  upon  the  history  of  interest.  First,  by  impoverishing 
the  Jews  it  forced  Christians  into  the  coveted  and  indispensable, 
but  interdicted  trade ;  and  second,  by  forcing  Christians  into  it, 
it  forever  broke  down  the  barriers  which  Leviticus  and  the  church 
had  raised  up  against  it  At  this  point  in  history,  it  dropped  its 
disreputable  name  of  usury,  and  adopted  the  parvenu,  but  now 
entirely  respectable,  title  of  interest. 

It  is  about  this  time  that  we  have  the  earliest  record  of  the 
rates  paid  for  money.  The  following  will  be  found  mentioned 
in  an  essay  on  the  subject  which  I  published  in  1865  (New  York 
Social  Science  Review,  i,  357).  For  some  of  the  rates  mentioned 
I  am  indebted  to  Walford's  Insurance  Guide,  London,  1S57  : 

Market  Ratss  of  Interest  in  England. 

Dai€,  Place.                          Condition,                              Ratef.c, 

1 173  Norwich,  Eng.,  Convent  bond 161019 

1972  York,  '*        Nobleman's  bond 43 

1547  London,     *<        Rojal  bond 14 

15^3  **           "            "        •*     and  mortgage     ...                i3 

1560  "  "  44        ««  4«  ,^ 
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Dai€.                Place.  Gondii  ion,  RaUf.c, 

1624  London,  Eng.,   Royal  bond 8 

1641                 ♦♦           **        Parliamentarj  loans 10 

1641  **  4«  4»  i4         3 

16^0  **  **  Land  Purchflftes 6  to  7 

1655  "  "  Exchequer  bills 8  to  I3 

1670  **  **  Market  rate 7 

16S0  **  "  Municipal  loan 4  to  5 

16S0-90  "  "  Exchequer  tallies 10  to  12 

**  **  "  Ea»t  India  Compan^r's  loan  ...  4 

•*  **  "  Goldsmiths' call  loans 6 

1697  **  "  Bond  and  mortgage 6  to  10 

1700  **  **  Exchequer  bills 5>i 

1704-1815  **  "  Bank  rate  of  discount 4  to  5 

I8I5-I82I  **  **  it  ti  4»                    ^ 

I82I-I825  **  "  44  44  «4  ^ 

IS25.IS27  *«  "  44  44  44                        ^ 

IS27.I836  **  **  44  44  44  . 

1836  **       *•        "      "      «*       4>^ 

1837  **  ♦*  44        44        44        ^ 

I83S  *♦  **  44        44        44  ^ 

1839  **     **      "    "    **    4  to  6 

1840  **     "      "    **    **     4>^  to  5 

1840-1843  **  **  44  44  4.  ^ 

1843  *<  «*  <♦        . "  <«  4 

1844  "  "  **  '*  **  2% 

Through  the  operations  of  the  Bank  Act  of  1S44,  ^^  rate^of 
discount  from  this  time  forward  merely  indicates  the  temporary 
plentifulness  or  scarcity  of  the  bank  reserve. 

These  scattered  data  might  be  greatly  muUiplied  had  I  time  to 
consult  works  of  reference ;  but  those  adduced,  strengthened  by 
my  general  recollection  on  the  subject,  prove  at  least  one  point 
of  interest  in  this  connection  ;  that  the  rate  of  interest  in  England 
has  steadily  fallen  during  the  past  seven  hundred  years,  and  fallen 
at  a  sensible  rate,  and  that  on  the  average  it  is  lower  at  the  pre- 
sent epoch,  than  ever  before.  Let  us  now  glance  at  its  history  in 
Europe  generally. 

Market  Rates  in  Other  Countries. 

Date*            Place,            Condition,  Pate, 

1 17 1  Venice,  forced  loan 4 

1201  Flanders,  market  rate 20  to  30 

131 1  France           **          **        30 

^336  Florence,  exchequer  loans 15 

1490  Piacenza,  market  rate 30  to  40 

1545  Genoa             **          ** 10 

15C0  Antwerp,  loan  to  Queen  Elizabeth  of  England,      .     .  10  to  12 

1560  France,  national  drbt 12 

1566  Low  countries,  market  rate 12 

1600  Spain,  market  rate 10  to  12 

1600  Venice,     **         ** 15 

1600  France,     **         ** 8>i  to  10 

1600  Low  countries,  market  rate 6 
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Dat€,  Place,            Condition,  Rate, 

i6so           Low  countries,  national  debt 5 

1655  **            •*                **         **....;....  4 

1^)60           Sweden,  market  rate 10 

1C60           Ir.  Barbadoes     '*             15 

1660  Turkey,               **           20 

1661  Scotland,             ''              10  to  12 

1690           Holland,              *'          3  to  ^ 

16S5           States  of  the  church,  market  rate  (3) 2^ 

1700  **          **              bond  and  mortgage    ....  3 

Except  in  Venice,  and  perhaps  in  some  other  of  the  former  repub- 
lics of  Italy,  where  contrary  to  the  general  course  of  countries,  the 
government  and  state  of  society  has  retrograded  instead  of 
advanced,  the  rate  of  "  interest "  in  Europe  generally  presents  the 
same  aspect  of  steady  and  material  decline.  This  decline  is 
doubtless  due  less  to  the  increase  of  weahh  than  the  increase  of 
security.  There  are  many  countries  in  Europe  which  were  once 
richer  in  re-productive  wealth  than  they  are  now,  but  where  the 
rate  of  interest  has  nevertheless  fallen.  When  the  history  of  interest 
is  studied,  this  observation  will  receive  striking  confirmation; 
for  there  we  shall  find  instances  where  states  have  doubled  and 
qu*adrupled  their  capital  in  a  single  decade  without  any  percep- 
tible fall  in  the  rate  of  interest ;  while  a  trifling  political  disturb- 
ance has  sufficed  to  increase  it  many  fold. 

Legal  Rates  op  Interest  for  Centuries  back. 
The  very  little  bearing  which  the  legal  rate  of  interest  has  upon 
the  market  rate  is  scarcely  apology  enough  for  referring  to  it  here. 
But  briefly,  interest  or  "  usury  "  was  first  permitted  in  England 
in  1545  and  the  limit  fixed  at  10  per  cent;  1552,  interest  was 
again  forbidden ;  1571,  re-enactment  of  10  per  cent  limit ;  1624, 
8  per  cent;  1651,  6  per  cent;  1715,  5  per  cent;  1856,  interest 
made  free.  The  following  table  affords  the  only  information  I  can 
put  my  hands  upon  in  this  emergency,  of  the  legal  rates  of  interest 
in  other  European  countries  in  past  ages : 

Table  showing  the  legal  rates  of  interest  which  were  enacted 

in  Continental  Europe  at  various  times. 

Tear,  Country.                                                                          Legal  Rat; 

1228        Verona \2% 

1270        Arragon 18 

1270        Modena 20 

1272        France,  limit  for  Jews 48 

1311  **  *'     fairs  of  Champagne 20 

1600  "        o6jK 

1661  "  07 


Digitized  by 


Google 


203 

Ttar.        Country,  Legal  Ratt, 

i^^  Low  countrie8 12 

1640  *•  ** 05 

1680  "  "  04 

1720  "  "  03 

1760  "  "  02 

15S6  Scotland 10 

1660  Sweden       06 

The  effect  of  a  legal  upon  the  market  rate  is  to  heighten  rather 
than  lower  it,  since  the  penalties  which  accompany  usury  laws 
enhance  the  risk  of  lending.  Nevertheless,  since  important  com- 
mercial laws  are  scarcely  ever  flagrantly  arbitrary — for  commerce 
controls  the  necessities  of  kings  and  parliaments  as  well  as  those 
of  merchants — the  legal  rate  is  generally  something  of  a  rude 
approximation  to  the  market  rate.  Taking  this  rule  for  a  guide, 
we  have  another  proof  that  the  rate  of  "interest"  has  hitherto 
steadily  declined. 

PRESENT    (temporary)    MARKET  RATES  ON  SHORT  LOANS  AND 
THE   BEST   SECURITIES. 

The  following  table  shows  the  rates  of  interest  current  in  opfen 

market  in  the  leading  cities  of  the  world,  in  the  early  part  of 

May,  1872 : 

London,  (Rtringency) 3^ 

Paris,  (stringency) 4j^ 

Amsterdam 2)^ 

Hamburg 3 

Berlin , 3|^ 

Frankfort     ......,, 3Ji^ 

Vienna  and  Trieste 5 

Madrid,  Cadiz  and  Barcelona 6 

Lisbon  and  Oporto 7 

St  Petersburg,  (stringency) 7 

Brussels 3^ 

Tui  in,  Florence  and  Rome. 5 

Antwerp 3^ 

Bremen 2^ 

Leipzig 4)^ 

Melbourne 8 

New  York,  (stringency)- 5 

ni. — History  of  Interest  in  the  United  States. 

RaU  of  interest  yielded  on  investments  in  U.  S,  bonds  at  intervals  from 
1798  to  the  present  time. 

Tear.  Rate  /.  cent.  Remarks. 

1798              -08  Peace,  8*8 

1x0^               .o6>i  •'      6'8 

1806               .05  "      3'8 

1806  .06X  "      6's 

1807  .o4>i  "      3*8 


Tear.     Rate  fi.  cent. 

Remarks. 

1S07               .o6>< 
1808               .06 

"        6'8 
"         6*8 

1809               .osji 

"        6'8 

18 1 2-14         .10 

War    8'8 

1813               .o6>i 

"         6'8 
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Tear, 
1S14 
1815 
1S16 
1817 
1S18 
i8ii 
1834 
1844 
1S54 
1S54 
1859 
iS;9 
iSTio 
1S61 
1S61 
1S61 

1S62 


i?a/# 


/.  cent. 

06 
06 
04^ 

03X 
.04^ 
03X 
05 


Pemarks, 

War,  6^8 

**       6'8 

Peace,  6*8 

"       6'8 
"       6'8 

Peace. 


"         5'6 

"       5*8 

"  C'8 

"  5'8 

"  6'8 

"  6*8 

War,  5*8 
.07  "      6'8 

.06    War6'8)Av.ofalI 

>the  gold 
.o6>i    **    "  )  bonds. 


Vrar,    Bate  f.  cent.  Remarks. 

1863  .07^     War.  )  Av.  of  all 

1864  .loX        **     >   the  gold 

1865  .o8>i        "     )   bonds. 
Average  rate  yielded  by  all  «old 

interest  bond    investments   during 
war,  .08X 

Average  rate  yielded  by  all  cur- 
rency   interest   bond    investments 


during  war,  .10^ 

1566  .oS 

1567  .07 
iS'^S  .06X 
\^  ,dCy% 

1870  .o6x 

1871  .06^ 
1S72  .g6 


Peace,  6*8 


But  owing  to  the  long  continued  existence  of  those  political 
disturbances  which  culminated  in  the  late  civil  war,  these  facts 
serve  rather  to  show  the  fluctuations  which  have  occurred  in  tlie 
credit  of  federal  government,  than  the  course  of  the  rate  of 
"  interest."  This  view  is  confirmed  by  the  fact  that  tlie  bonds 
of  the  several  states  of  Massachusetts,  New  York,  and  Ohio 
stand  higher  in  the  market  than  those  of  the  federal  government, 
a  fact  due  mainly  to  the  temporary  inferior  credit  of  the  latter. 
Capital  is  loaned  on  private  credit  at  rates  more  favorable  still. 
The  rates  charged  for  loans  of  money  "  on  call "  are  affected 
more  by  the  immediately  local  supply  and  demand  of  currency 
for  the  time  being  than  by  any  of  those  more  basic  and  perman- 
ent causes  and  influences  which  eventuate  in  an  average  rate  of 
interest.  For  this  reason  they  will  not  be  adduced  in  support  of 
the  assertion  last  made.  They  are  nevertheless  adduced  in  this 
place,  together  with  the  current  market  rates  of  interest  on  vari- 
ous classes  of  securities  throughout  the  United  States,  because 
of  their  general  pertinence  in  tliis  connection : 
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Table  showing  the  Market  Rates  of  Interest  in  certain  principal 
States  of  the  United  States  in  the  year  1872,  after  a  Talle  on  the 
same  subject  compiled  in  1866,  and  published  in  "Statistics  of  the 
United  States,"  by  Alexander  Delmar,  Director  of  the  Bureau  of 
Statistics, 


Alabama— Mobfle 

Arkansas— Little  Rock. . 
Califomia — San  Francisco  . . . 
Connecticut— Hartford. . 

Delaware— Wilminrton 

Dist.  Columbia— Washington. 

Illinois— Chicago 

Indiana— Indianapolis 

Iowa — Burlington 

Kansas— Leavenworth 

Kentucky— Louisville 

Louisiana— New  Orleans 

Maine— Portland 

Maryland — Baltimore 

Massachusetts— Boston 

Michigan— Detroit 

Minnesota — St.  Paul 

Missouri — St  Louis 

New  York— Albany 

New  York— New  York 

Ohio— Cleveland 

Pennsylvania — Philadelphia . . 

Penns]^lvania— Pittsburg 

Virginia— Richmond 

West  Virginia— WheeUng. . . . 
Wisconsin — Milwaukee 


11 
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But  the  rates  allowed  on  bank  balances  do  furnish  a  tolerably 
correct  indication  of  the  prevailing  rates  of  interest  on  good 
security  in  a  given  locality,  and  these,  in  New  York,  will 
hardly  average,  taking  savings  and  private  banks  together,  more 
than  3>i  to  4  per  cent.  The  same  rate  will  hold  good  for  Phil- 
adelphia. But  in  Boston,  I  am  informed,  that  the  rate  allowed 
on  the  same  class  of  security  is  fully  one-half  of  one  per  cent 
below  that  current  in  New  York. 

There  is  yet  another  indication  to  the  average  rate  of  interest 
earned  by  capital  in  the  United  States  during  long  periods,  which 
is  fully  as  safe  and  immeasurably  broader  than  that  afforded  by 
the  rates  paid  for  bank  balances. 
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The  nature  of  interest  (c) — a  subject  which  will  be  treated  in 
its  due  order — proves  that  the  net  rate  of  interest  realized  in  a 
community,  state,  or  nation,  of  any  considerable  size,  is  necessarily 
correctly  marked  by  the  rate  at  which  the  wealth  of  such  com- 
munity, etc.,  augments,  after  allowance  is  made  for  augmentation 
or  diminution  by  removal,  emigration,  war,  or  other  exceptional, 
arbitrary,  or  violent  causes.  In  other  words,  that  in  the  long  run, 
the  annu?l  rate  at  which  the  whole  mass  of  capital  increases,  and 
the  average  annual  rate  paid  for  the  loan  of  any  portion  of  it,  is 
necessarily  the  same  (</)• 

Taking  this  great  principle  for  a  guide,  we  find  that  the  net 
increase  of  wealth  in  such  states  of  this  Union  as  have  been  least 
disturbed  by  any  of  the  exceptional  causes  alluded  to,  was  during 
the  forty  }cars  from  1S30  to  1870,  as  follows:  Maine  4X  per 
cent ;  Aew  Hampshire,  4  ;  Vermont,  3  ;  and  Massachusetts,  3>i  (<•) 
Connecticut  has  been  largely  affected  by  the  overflowing  of  New 
York  population  and  wealth  caused  by  tlie  abundant  immigration 
of  both  into  the  last  named  state  from  abroad.  Rhode  Island 
(the  other  New  England  state)  has  been  aflected  by  other  excep- 
tional causes. 

The  indications  presented  by  this  view  of  the  subject,  as  well 
as  that  aflbrded  by  the  sales  of  our  Federal  bonds  at  the  most 
favorable  period  in  our  history,  point  to  3  to  3>i  per  cent  per 
annum  as  the  net  rate  which  investments  of  capital  have  realized 
in  the  United  States,  from  the  foundation  of  the  government  to  a 
recent  period. 

The  rates  actually  realized  by  certain  leading  life  insurance 
companies,  which  have  been  adduced  in  a  paper  on  this  subject 
read  by  Mr.  William  Barnes,  at  the  October  session  of  your  con- 
vention, are,  in  my  opinion,  not  entided  to  be  regarded  as  valid 
evidence  at  all. 

1st.  Because  they  do  not  prove  what  average  rate  of  interest 
has  been  realized  by  all  companies,  tlie  weak,  the  inexperi- 
enced, the  insolvent,  and  the  bankrupt,  as  well  as  the  ably- 
managed,  the  experienced  and  the  successful. 

2nd.  Because  they  only  embrace  an  average  period  of  eleven 
years,  one  entirely  too  short  for  any  such  conclusion  as  tliat 
reached,  which  affects  the  entire  future  of  life  insurance  contracts. 

3rd.  Because  they  embrace  tlie  period  of  the  late  civil  war, 
when  the  interest  accounts  of  the  companies  adduced,  were 
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largely  swollen  by  accessions  of  revenues  from  "  premium  on 
gold,"  an  item  which  by  no  conceiv%ible  sort  of  logic  can  p»'opttiiy 
be  included  in  interest  {/)• 

4th.  Because  no  allowance  is  made  for  the  cost  of  superin- 
tendence. 

Deducting  gold  premium,  allowing  for  losses  of  the  whole 
or  part  of  the  principal  sustained  by  the  companies  adduced,  and 
those  not  adduced,  and  allowing  also  for  the  cost  of  supervising 
the  loans,  and  I  think  it  will  be  diiHcult,  even  during  the  brief 
and  exceptionably  prosperous  period  covered  by  the  tables  alluded 
to,  when  the  currency  was  continually  increased  by  new  emis- 
sions of  legal-tender  paper  money,  when  nominal  prices  kept 
continually  advancing,  and  when  commercial  failures  were  rare — 
to  show  that  even  4  per  cent,  net^  in  gold,  or  equally  good  money 
with  that  loaned,  was  earned  upon  the  investments  mstanced. 

IV. — The  Ultimate  Causes  op  a  Rate  of  Interest. 

These  may  be  briefly  summarized  in  the  form  of  a  diagram : 

Jnitrest: 
(as  the  term  is  commonly  used.) 


12  3 

Cost  of  superinten-  Net  interest,  or  Usufnict.  Risks, 

dence  of  loans.  or  Capital  Gain. 


I  9  1  3x23 

Duration  of      Progress  of     Production.    Abstinence.      Vital.     Political,      Ultra- 
Human  life,         the  Arts.  Legal,  and    SodaL 

Commercial. 


* 

If  this  diagram  seems  a  h'ttle  fanciful,  the  fact  is  due  less  to 
incorrectness  in  respect  of  the  relations  indicated,  than  to  the 
dffficulty  oY  properly  expressing  such  relations  in  a  pictorial 
manner. 

Interest  depends  directly  upon  the  usufruct  or  the  net  rate  of 
the  increase  of  capital.  This  again  depends  upon  Abstinence ; 
and  Abstinence  upon  the  least  consumption  of  the  total  product 
of  labor,  compatible  with  average  enjoyment.  Consumption  is 
restrained  and  Production  stimulated  mainly  through  the  develop- 
ment of  the  vital  and  other  forces  of  nature. 

Interest  rests  finally  upon  Growth  ;  for  pared  down  to  its  core, 
it  is  simply  the  rate  at  which  Production  exceeds  Consumption. 

Interest  depends  collaterally  upon  two  other  elements,  the  first 
of  which  is  Risk.  Risk  is  divisible  into  commercial  and  political 
Risks ;  and  these  depend  upon  Government  and  Justice. 
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Interest  depends  upon  the  cost  of  superintending  loans  of  capi- 
tal ;  and  this  depends  upon  two  other  elements^  the  Progress  of 
the  Arts  in  economizing  labor,  and  the  Duration  and  Intensity  of 
Life  in  increasing  our  sum  of  individual  capacity  to  perform 
labor. 

Lastly,  Interest  rests  upon  Growth  and  Credit 

It  would  seem  that  Interest  is  a  subject  somewhat  more  com- 
plex than  is  commonly  supposed ;  and  that  interest  without  the 
cost  of  superintendence,  or  interest  without  risk,  proves  to  be 
quite  a  different  thing  from  interest  constituted  of  both. 

That  a  function  so  complex  as  interest,  should,  under  all  cir- 
cumstances, whether  embracing  the  elements  of  Labor  and  Risk, 
or  not,  be  known  by  the  simple  name  of  Interest,  goes  to  prove 
what  little  attention  has  been  paid  to  its  analysis.  If  the  word 
usufruct  were  used  to  signify  net  interest  or  capital-gain,  or 
interest  divested  of  the  cost  of  superintendence  and  risk,  a  very 
useful  and  necessary  term  would  be  added  to  the  language. 

In  order,  roughly,  to  illustrate  the  various  elements  that  enter 
into  Interest,  let  a  loan  of  money,  unsecured,  say  for  example  on 
single  name  commercial  paper,  in  the  state  of  New  York,  at  the 
utmost  legal  limit,  seven  per  cent,  be  instanced. 

Of  this  seven  per  cent  perhaps  one- half  of  one  per  cent  is  a  fair 
compensation  for  labor  performed,  or  time  lost,  either  in  waiting 
for  the  borrower  to  come,  or  upon  him  when  he  does  come,  or  in 
drawing  or  printing  and  stamping  the  notes,  bonds,  or  other 
evidences  of  debt;  or  in  collecting  it  when  due — say  one-half 
per  cent. 

Then  for  the  risks  of  war  or  civil  commotion  which  may  viti- 
ate the  contract,  or  render  it  worthless,  let  a  similar  amount  be 
allowed — say  one  half  per  cent 

Then  for,  I  regret  to  say  it,  comparatively  the  greatest  risk  of 
all  in  New  York,  that  of  the  law  power  proving  inadequate  to 
compel  due  observance  of  the  contract,  and  also  for  the  risk  of  ex 
post  facto  or  other  laws  which  may  be  passed  and  impair  the 
contract — say  one  per  cent. 

Then  for  the  risk  that  the  borrower  may  fail  to  pay  the  debt 
when  due,  either  from  temporary  inability,  or  permanent  insol- 
vency— say  one  and  one-half  per  cent. 

Finally,  for  the  risk  that  tlie  agent,  if  any,  or  the  immediate 
lender,  may  fail  to  collect  the  debt,  either  through  inexperience, 
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neglect,  absence,  sickness  or  death ;  and  for  other  remote  risks, 
such  as  forgery,  the  dishonesty  of  agents,  attorneys,  or  trustees, 
etc. — say  one-half  per  cent. 

Usufruct,  and  Intbrbst,  Illustratbd. 

Net  interef^t,  or  usufruct, 3 

Labor  of  superintendence U 

nisks: 

Political yi 

I-egal I 

Commercial ly^ 

Personal  (^) i>i— 3^ 

Interest,  loaded  (or  "interest")  as  commonly  understood      .    .  7 

Any  rate  exceeding  the  legal  limit  is  termed  usury ^  or  interest 
interdicted. 

The  term  "interest"  is  often  used  indiflferently  with  reference 
to  both:  I  St  net  interest,  or  usufruct;  2nd.  interest  loaded. 
When  used  with  reference  to  life  insurance  valuation,  or  premium 
tables,  it  is  always  net  interest  that  is  meant,  because  the  ele- 
ments of  labor  and  risk  that  enter  into  the  composition  of  loaded 
interest  are  entirely  extraneous  to  the  necessary  elements  of 
calculation  upon  which  such  tables  are  predicated. 

It  is  claimed  that  a  general  review  of  tlie  foregoing  facts  lead 
substantially  to  the  following  conclusions : 

1.  The  rate  of  loaded  interest,  or  '*the  rate  of  interest"  as  the 
term  is  generally  used,  has  a  tendency  to  fall. 

2.  The  rate  of  net  interest,  or  usufruct  of  capital,  or  "  interest" 
divested  of  superintending  labor  and  risk,  has  a  tendency  to  rise. 

V. — Influbnces  at  Work  in  the  United  States. 

Beside  the  permanent  tendency,  as  it  appears  to  me,  of  net 
interest,  to  rise,  as  the  rate  of  production  gradually  exceeds  that 
of  consumption,  iji)  there  are  certain  other  influences  at  work 
which  more  or  less  temporarily  aflcct  the  rate  of  loaded  interest 
in  the  United  States.  The  first  of  these  finds  its  origin  in  a  com- 
parison between  our  political  and  social  affairs  and  those  of  other 
nations.  A  steady  influx  of  capital  into  this  country  from  coun- 
tries where  lower  rates  of  interest  prevailed,  occurred  from  the 
close  of  the  war  of  1 81 2  (/)  to  the  opening  of  that  of  1861 .  Then 
the  tide  turned  backward,  until  success  rewarded  our  arms,  when 
it  resumed  its  previous  flow  with  a  vigor  increased  many  fold,  so 
that  while  the  sum  of  foreign  investments  in  this  countrv  was 
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estimated  at  222  millions  in  1S53,  and  was  probably  considerably 
increased  up  to  iSji,  then  so  largely  withdrawn  as  to  amount  to 
but  a  comparatively  insignificant  sum  toward  the  end  of  the  civil 
war,  it  is  now  estimated  by  financial  writers  at  about  1,500 
millions.  This  influx  of  capital  has  hitherto  tended  to  lower  tiie 
rate  of  loaded  interest  in  the  United  States.  What  further  eflect 
this  influence  is  destined  to  have,  depends  much  upon  the  course  of 
affairs  in  Europe  ;  for  it  would  seem  that  the  rate  of  loaded  inter- 
est in  the  chief  money  markets  of  the  two  hemispheres  is  almost 
equalized  already.  In  some  places  indeed,  and  on  seemingly 
equally  good  security  it  is  at  present  higher  in  Europe  than 
America  ;  but  this  is  not  general,  and  may  be  but  temporary. 

Another  class  of  influences  find  their  origin  in  the  course  of  our 
political  and  jsocial  history  regarded  by  itself.  Previous  to  the 
civil  war  the  contentions  which  arose  out  of  the  subject  of  slavery 
tended  to  enhance  the  loaded  rate  of  interest,  while  low  rates  of 
federal,  state,  and  municipal  taxation,  and  a  continually  improv- 
ing administration  of  justice,  tended  to  lower  it  Since  the  war 
these  influences  have  to  a  great  degree  changed  places.  The 
permanency  of  the  federal  government  seems  more  assured,  but 
taxation  has  swollen  to  an  extent  previously  deemed  impossible, 
{A)  and  is  coupled  with  a  public  wastefulness  so  general  and  so 
enormous  (/)  as  to  seriously  aflfect  prices,  including  the  price  of 
loans  of  money  ;  while  the  administration  of  justice  has  grown  so 
uncertain  as  to  have  somewhat  impaired  public  confidence  in  tlie 
impartiality  of  the  courts  {m). 

I  trust  that  these  influences  are  but  temporary,  but  whether 
they  are  or  not  is  a  calculation  lying  entirely  beyond  the  province 
of  this  paper. 

VI. — The  Present  General  Tendency  op  the  Rate  of 

Interes  r. 

The  sudden  and  siirprising  development  of  unsuspected  forces 
in  nature  which  has  taken  place  since  the  beginning  of  this 
century,  the  improvement  in  hygiene  and  modes  of  living,  the 
progress  of  invention  and  mainly  the  substitution  of  steam-power 
and  electricity  for  vital  forces,  the  advance  of  agriculture,  the 
tried  solidity  of  representative  government,  the  paramount  author- 
ity accorded  to  law,  the  improved  forms  of  credit  that  have  been 
introduced,  are  all  causes  which  should  result,  and  which,  we 
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know  have  resulted,  practically,  in  the  increased  ability  of  man- 
kind to  save.  The  increase  indicated  deductively  by  the  general 
facts  adduced,  is  proved  inductively  by  the  statistics  of  savings 
banks  in  various  countries.  While  it  does  not  follow,  because 
the  savings  of  certain  classes  in  given  countries,  and  at  a  given 
period,  increase,  that  abstinence  and  its  fruit,  capital,  increase,  and 
that  opportunities  for  the  employment  of  capital  increase ;  yet  it 
does  follow  that  a  slow  but  general  average  improvement  in  the 
condition  of  mankind  in  given. countries  (I  mean  its  condition 
irrespective  of  government),  coupled  wilh  such  a  progressive 
advance  in  the  arts  as  the  past  era  exhibits  and  assures  for  the 
future,  bespeaks  a  gradual  increase  in  the  rate  of  net  interest  or 
usufruct  of  capital  in  those  countries. 

These  signs  of  progress  are  not  confined  to  the  United  States 
but  are  to  be  observed  all  over  the  world.  Barbaric  races  are 
being  brought  to  civilization;  the  enslaved  are  being  brought 
into  the  arena  of  freedom  ;  the  desire  of  wealth  is  extending,  and 
the  means  of  accumulation  multiplying;  civilized  nations  are 
advancing  into  Asia  ;  commercial  enterprise  is  penetrating  Africa  ; 
hardy  and  thrifty  races  are  diffusing  themselves  over  the  wilds 
of  America ;  the  steam  engine  has  made  its  appearance  in  China  ; 
railways  are  spanning  India ;  and  a  circle  of  electric  wires  is 
being  wound  around  the  entire  globe.  Myriads  of  human  lives 
that  before  were  passed  in  the  night  of  serfdom,  barbarism  and 
sensuality  are  passing  into  the  broad  day  of  liberty,  civilization 
and  thrift ;  capital  is  being  rapidly  garnered  in  vast  masses,  and 
as  rapidly  again  diffused  into  countless  channels  of  profitable 
employment.  The  spirit  of  enterprise  and  providence  affects  the 
whole  human  race  ;  old  and  restrictive  forms  of  social  organiza- 
tions are  disappearing ;  new,  higher  and  stimulating  forms  are 
springing  up  in  their  place ;  the  nearly  extinguished  momentum 
of  long  fatigued  vital  forces  is  being  replaced  by  the  fresh  and 
powerful  stimuli  of  newly  discovered  and  newly  subdued  physical 
forces ;  the  demand  for  capital  is  increasing ;  and  the  rate  of  net 
interest  must  advance ! 

Men  are  no  longer  simple  organizations  of  rude  muscularforce ; 
they  are  the  intelligent  guides  of  powerful  engines  and  machines, 
which,  under  their  direction,  perform  prodigies  of  skilled  labor, 
each  day  eclipsing  the  prodigies  of  the  day  before.  Each  man 
thus  becomes,  so  far  as  production  is  concerned,  as  effective  as 
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were  several  men  forty  or  fi(ty  years  ago ;  and  instead  of  occupy- 
ing himself  as  he  was  obliged  to  do  then,  in  devising  how  best  to 
distribute  the  little  he  produced,  he  is  continually  entertaining 
new  wants,  and  encouraging  new  desires.  All  this  betokens  a 
radical  change  in  the  former  relations  of  production  and  con- 
sumption— a  change  due  to  the  70,000  miles  of  railway,  and  to 
the  countless  steam  engines  and  labor-saving  machines  which 
this  country  now  possesses,  and  of  which,  half  a  century  ago,  it 
scarcely  dreamed.  And  from  this  change,  which  is  as  yet 
scarcely  accomplished,  must  necessarily  result  a  change  in  the 
direction  of  the  tendency  of  the  rate  of  interest. 

My  opinion  is  that  up  to  within  the  last  half  century,  both  the 
rate  of  loaded  interest  and  of  net  interest,  declined ;  tlie  former 
because  of  increased  security,  the  latter  because  of  diminished 
means  of  employment  for  capital. 

Since  the  commencement  of  the  last  half  century,  while  the 
rate  of  loaded  interest  has  continued  to  decline  in  consequence  of 
continued  and  increased  security,  I  believe  that  the  net  rate  has 
advanced  by  reason  of  the  conquests  of  steam  and  electricity. 

The  current  rate  of  interest  on  the  best  securities  in  Holland 
during  the  last  century  was  not  above  2  per  cent.  With  no 
material  changes  in  the  form  of  its  government,  or  the  spirit  of  its 
laws,  that  rate  has  since  advanced.  The  same  thing  may  be  said 
of  England,  though  in  a  lesser  degree.  In  1757  the  3  per  cents 
were  funded  at  par.  They  now  stand  at  93.  In  Germany,  of 
late,  the  rate  of  interest  has  advanced.  In  this  country,  from 
tliirty  to  seventy  years  ago,  the  rate  of  interest  as  roughly  indi- 
cated by  the  market  prices  of  government  bonds,  was  not  much 
over  half  the  present  rate  ;  and  although  sometliing  of  this  great 
difference  may  be  due  to  the  altered  credit  of  the  government,  yet 
only  something  of  it  is,  and  not  all  of  it 

It  is  a  common  saying,  now,  that  money  flows  toward  a  low 
rate  of  ''  interest."  So  it  does — for  security ;  but  it  flows  also 
towards  a  higher  rate — for  investment.  Yet  since  money  on 
the  whole,  flows  more  toward  than  from  London,  Amsterdam, 
Frankfort,  etc.,  where  the  lowest  rates  of  interest  prevail,  it 
follows  that,  though  seemingly  lower,  the  rates  current  in  those 
cities  are,  in  the  long  run,  and  all  things  considered,  higher. 
This  fact  serves  to  mark  the  distinction  between  net  and  loaded 
interest,  and  somewhat  also  to  confirm  the  belief  that,  generally, 
the  net  rate  of  interest  is  advancing. 
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Vn. — Its  Prbsbnt  Tendency  in  thb  United  States. 

Though  for  the  present,  and  on  the  whole,  the  net  rate  of  inter* 
est  in  the  United  States  may  possibly  be  slightly  higher  than  the 
net  rate  of  interest  generally  (though  this  is  doubtful),  there  are 
no  reasons,  so  far  as  I  can  see,  for  believing  that  its  tendency 
here,  differs  from  its  tendency  generally.  That  tendency,  as  has 
been  already  indicated,  is  believed  to  be  upward. 

A  Safe  Rate  for  Life  Insurance  Companies. 

If  now  I  were  asked  the  practical  question :  What  is  a  safe 
rate  to  assume  for  life  insurance  companies  in  this  country  during 
the  next  half  century,  I  should  say  4  per  cent  per  annum,  although' 
in  well-managed  companies  4^,  or  even  5,  might  be,  and 
undoubtedly  are,  practically,  rates,  safe  enough.  But.were  the 
question  on  the  adoption  of  a  valuation  table  I  should  not  hesi- 
tate a  moment  in  declaring  for  a  four  in  preference  to  a  four-and- 
a-half,  or  any  higher  rate. 

I  believe  that  tlie  time  will  come,  though  not  in  this  generation, 
when  a  four-and-a-half  per  cent  table  will  be  more  x  desirable ; 
but  it  has  not  come  yet. 

The  PVture  of  American  Securities. 

If  I  were  asked  another  practical  question :  What  is  the 
probable  future  of  American  securities  ?  I  should  reply,  without 
a  moment's  hesitation,  that  all  secure  and  flawless  investments 
yielding  interest  or  dividends  to  the  amount  of  4>i  per  cent  per 
annum,  and  not  maturing  within  fiCty  years,  are  destined  to 
realize  par,  and  to  exceed  par  in  proportion  as  the  'interest  or 
dividends  on  them  exceed  4^^  per  cent. 

It  should  be  borne  in  mind,  however,  that  by  "  secure "  is 
meant  divested  of  all  risk ;  and  by  "  dividends,"  not  expectant 
dividends,  but  dividends  assured  C/i). 

The  Bonds  of  the  United  States. 
If  asked  the  same  question  with  reference  to  the  bonds  of  the 
federal  government,  L  should  say,  that,  with  a  material  ameliora- 
tion of  taxation,  they  can  be  funded  into  4  per  cent  perpetual 
annuities  before  the  end  of  this  century,  and,  in  my  opinion,  ^/ns 
IS  the  best  possible  form  into  which  the  debt  can  be  cast ;  be- 
cause it  will  enable  the  Treasury  to  take  advantage  of  the  pre- 
vailing, though,  as  I  believe,  erroneous  opinion,  that  the  rate  of 
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interest  is  falling^.  Our  federal  bonds  have  hitherto  remained 
depressed — ^I  mean  since  the  close  of  the  war — mainly  from 
three  causes,  ist.  The  strength  and  revenue  resources  of  the 
government  were  not  sufficiently  well  appreciated.  Govern- 
ments need  advertising,  as  well  as  individuals.  The  war  ad- 
vertised ours,  somewhat ;  but  our  statisticians  and  bankers,  in 
spite  of  their  desire  to  magnify  our  country's  resources,  have 
actually,  from  maltreatment,  succeeded  in  belittling  them  {o), 
2nd.  Taxation  has  been  excessive,  and  although  it  is  being 
somewhat  reduced,  the  reduction  is  neither  material  nor  rapid 
enough  (/)•  3rd,  The  bonds  are  funded  at  terms  of  time 
entirely  too  short  This  is  an  error  of  administration,  however, 
which,  happily,  under  the  act  of  Apriri2,  1866,  is  susceptible  of 
being  remedied  by  the  Treasury  at  any  time.  In  a  word,  I 
regard  the  outstanding  bonds  of  the  United  States  even  upon  the 
conditions  of  liquidation  now  attached  to  them,  as  not  only  the 
most  secure,  but  the  most  profitable  investment  within  the 
whole  range  of  present  observation. 

With  reference  to  the  above  predictions,  it  should  be  borne  in 
mind  that  I  leave  entirely  out  of  view  whatever  effect  may  be 
produced  by  such  a  change  in  the  now  prevalent  conviction  con- 
cerning the  tendency  of  the  rate  of  interest,  as  the  views  herein 
expressed,  or  the  facts  as  they  develop  themselves,  may  serve 
to  bring  about. 

Vin.     Sophisms. 

I  have  only  space  to  notice  a  few  that  occur  to  me  at  the 
moment  of  writing. 

I.  It  is  not  true,  as  held  by  Professor  Perry  (Letter  to  Hon. 
G.  W.  Smith,  July  11,  1871,  published  in  Rep,  of  Com.  on 
Interest,  Nat.  Ins,  Con.,  1871)  and  others,  that  the  supply  of 
*' legal-tender  paper  money,"  or,  indeed,  any  kind  of  money, 
permanently  affects  the  rate  of  interest.  There  is,  indeed,  an 
interval  of  time  following  new  and  redundant  issues  of  money 
(whedier  specie,  as  when  Spain  was  flooded.with  gold  and  silver, 
following  the  discovery  of  America ;  or  paper,  as  when,  during 
the  late  war,  the  United  States  treasury  took  advantage  of  new 
emissions  of  currency  to  "  fund  "  certain  bonds  at  lower  rates  of 
"  interest ")  when  the  rate  of  "  interest "  rises.  But  so  soon  as 
the  rise  in  prices  which  inevitably  follows,  suffices  to  employ  all 
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the  currency  emitted,  which  it  is  soon  bound  to  do,  thii  temporary 
phenomenon  disappears.  See,  on  this  subject,  Essay  in  the  New 
York  JVew  iVa/iV?^,  June  25,  1864. 

The  employment  of  the  term  "  money "  as  synonymous  with 
capital,  in  this  connection,  by  Prof.  Perry,  must  also  be  regarded 
as  erroneous.  Aristotle's  objection  to  usury,  on  the  ground  that 
money  could  not  g^w,  might  possibly  have  some  reason  for  its 
basia  if  the  growth  of  all  capital,  or  its  power  to  stimulate 
growth,  were  as  restricted  in  degree  as  the  growth,  or  the  power 
to  stimulate  it,  which  pertains  to  money.  Live  stock,  corn, 
timber,  cotton,  wool,  etc.,  will  grow  and  increase  solely  by  the 
operation  of  natural  forces,  as  heat,  air,  moisture,  etc.  It  is  true 
that  these  forms  of  capital  will  grow  more  surely  and  rapidly  if 
tc  the  forces  of  nature  is  supplemented  the  labor  of  man  ;  nev- 
ertheless, they  will  grow  and  increase  without  it.  And  even 
gold,  silver,  iron,  houses,  ships,  and  other  inorganic  commodities, 
though  incapable  of  growth,  are,  nevertheless,  susceptible  of 
such  application  as  to  render  them  potent  instruments  to  stimu- 
late the  growth  of  animals  and  plants.  But  money,  when  it 
ceases  to  become  capital,  as  it  might,  if  hoarded,  or  if  issued  in 
excess  of  the  current  demand  for  its  employment,  is  utterly 
incapable  either  of  growing  by  itself,  or  of  contributing  toward 
the  growth  of  other  things.  It  is  solely  from  the  fact  that  capital 
will  enhance  in  quantity  by  growth,  while  it  is  in  the  hands  of  the 
borrower,  that  interest  is  defensible.  I  differ  from  the  accom- 
plished professor  with  great  reluctance,  but,  in  this  respect,  I 
am  compelled  to  take  issue  with  him  (^). 

2.  The  rate  of  "  interest "  is  a  term  improperly  used  when 
applied  to  the  rate  (often  lasting  but  a  few  hours)  which  indi- 
cates the  temporary  loanable  value  of  capital  in  a  stock  or  money 
market.  It  is  properly  used  only  when  applied  to  the  permanent 
loanablcValue  of  capital. 

3.  To  ascertain  the  average  rate  of  "interest"  in  a  country, 
a  practice  has  obtained  of  adding  together  the  rates  current  at  a 
number  of  places,  and  dividing  the  quotient  by  the  number  of 
places.  This  is  erroneous,  the  amount  loaned  at  the  given  rate 
in  each  place  being  a  necessary  element  in  the  calculation. 

4.  •  A   certain  Mr.   O'Callaghan   published   a   work   against 
usury,    which,   in    1856,    had    passed    through    no    less    than  • 
five  editions  in  New  York.     There  are  here  certain  journalists 
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who  make  it  a  specialty  to  periodically  advocate  the  ettabUth* 
ment  of  an  illimitable,  irredeemable,  interchangeable,  elastic 
paper  currency  which,  they  claim,  will  permanently  reduce  the 
rate  of  interest  There  is  a  society  in  New  York,  called  the 
American  Anti-Usury  Society,  which  maintains  that  the  giving 
of  interest  "  subverts  moral  principle,"  '*  prevents  the  estab> 
lishment  of  truth  and  righteousness  among  men,**  fosters  mo- 
nopoly, crushes  commerce,  destroys  liberty,  tramples  on  the 
poor,  exalts  the  rich,  and,  in  short,  is  responsible  for  the  most 
terri1)le  political  and  social  evils.  There  is  no  answer  to  be  made 
to  such  people.  The  only  way  is  to  let  them  alone.  I  Mrould, 
however,  say  to  the  working  classes  whom  they  address,  and,  I 
regret  to  be  obliged  to  believe,  seriously  affect,  with  their  blatant 
nonsense,  that  to  attack  interest  is  to  attack  credit,  and  also  to 
attack  that  divine  law  which  commands  animated  nature  to 
develop  and  increase  ;  for  interest  is  mediately  bom  both  of  credit 
an<l  of  growth. 

New  York,  May^  1872. 

ALEX.  DELMAR, 

Lat9  Director  of  tht  Bureau  of  Statistics  of  the  Unitod  States, 

To  H.  S.  Olcott,  Esq., 

Secretary  National  Insurance  Convention,  New  Tork, 
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NOTES. 


(a)  "Thc7  (the  Jews)  seemed  to  trade  and  acquire  for  hit  (the  king's) 
profit  as  well  as  their  own ;  for  at  one  time  or  other^  their  fortunes,  or  a 
great  part  of  them,  came  into  his  coffers.**  History  of  the  Exchequer  bjr 
Thomas  Madox,  chap.  Wi.  §  i. 

(^)  This  was  on  the  conversion  of  the  Pontifical  4  per  cents,  (market 
price  123)  to  3  per  cents,  (market  price  112)  the  first  instance  of  volun- 
tary funding  to  lower  rates,  I  remember  to  have  read  of. 

(c)  See  Social  Science  Review,  i.  193. 

(d)  Buckle,*!.  53.  Consult  also  Mill,  Fawcett  and  Hearn.  (Hearn  on 
Plutology).  The  theory  alluded  to  in  the  text  and  which  is  fully  treated 
in  The  Social  Science  Review,  was  caught  sight  of,  but  only  caught  sight 
of,  by  these  illustrious  economists. 

(#)  U.  S.  Censuses.  Foi^  details  according  to  census  of  i860  see  S.  S. 
Rev.     I,  208. 

(/)  Further  to  show  the  invalidity  of  the  evidence  embraced  in  Mr. 
Barnes'  paper,,  it  is  neccessary  to  point  out  the  fact  that  a  large  portion 
of  the  essay  is  devoted  to  the  usury  laws  of  the  various  states,  ^  hubject 
whose  only  connection  with  the  topic  under  discussion  is  the  remote  one 
previously  pointed  out  in  this  paper,  viz :  that  legal  rates  during  long 
periods  of  time  rudely  indicate  market  rates,  and  are  thus,  perhaps,  of 
use  to  the  historian.  But  when,  as  in  Mr.  Barnes'  case,  the  subject  is  the 
market  rate  of  interest  within  recent  times,  to  quote  the  legal  rate  is 
simply  irrelevancy.  Not  simply  irrelevancy,  in  this  case,  either,  for  the 
compilation  thus  vainly  paraded  by  Mr.  Barnes,  is  merely  a  later  revision 
of  what  is  due  originally  to  the  industry  of  Col.  J.  B.  C.  Murray,  (^History 
of  Usury^  Philadelphia:  Lippincott,  1866,)  whom  nevertheless,  Mr. 
Barnes  in  his  essay  strangely  fails  even  to  allude  to. 

(^)  Under  this  head  is  included  such  small  risk  as  is  noticed  in  the 
analytical  diagram  under  the  caption  of  Ultra-Social,  and  which  is 
intended  to  embrace  all  those  casualties  not  at  present  capable  of  being 
computed,  as  earthquakes,  floods,  &c. — in  a  word  those  not  embraced  in 
the  field  of  insurance. 

(i)  The  success  of  ten-hour,  and  recently  of  eight-hour  strikes,  is 
regarded  as  tending  to  confirm  the  belief  that  production  is  increasing 
its  rate  of  gain  over  consumption  in  the  United  Slates. 

(f )  In  i§D3,  out  of  $7o,ooaooo  federal  funded  debt,  $32,000,000  were 
held  by  foreigners,  mainly  English  and  Dutch.  By  the  year  1818  the 
federal  funded  debt  increased  to  $99,000,000,  and  the  foreign-held  portion 
fell  to  $25,500,000;  but  it  is  believed  that  the  difference,  and  more,  was 
invested  by  foreigners  in  other  enterprises  in  this  country. 

(>)  In  1830  the  combined  federal,  state,  county,  and  town  taxes  levied 
in  the  United  States  amounted  to  $32,837,383;  population.  12.866,02a 
In  i860  the  total  taxes  amounted  to  $150,241,346;  population,  31,443- ja> 
In  1870  the  total  taxes  amounted  to  about  $600,000,000;  population, 
about  40,000.000.  These  taxes  are  divisible  into  three  parts,  ist.  That 
which  is  expended  for  the  support  of  necessary  government,  including, 
of  course,  interest  on  the  public  debt     2nd.  That  which  is  expended  for 
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needftil  public  works.  3rd.  That  which  is  expended  wastefully  or  cor- 
ruptlj.  So  long  as  taxation  does  not  exceed  an  amount  requisite  for  the 
first  two  purposes  specified,  it  is  not  believed  that,  in  the  long  run,  it  will 
affect  prices ;  but  to  the  extent  that  it  is  expended  uneconomically  it  must 
tend  to  enhance  prices.  While  it  is  not  believed  that  the  taxes  levied  in 
this  countrj  either  in  1830  or  i860  were  expended  uneconomical! j  to 
anjr  serious  extent,  the  same  cannot  be  said  of  those  levied  during  the 
past  seven  years. 

(/)  In  a  single  case  (that  of  the  New  York  Tammany  ring)  the  amount 
of  public  treasures  corruptly  expended  or  stolen  outrisht  has  been  esti- 
mated at  a  sum  sufficient  to  cover,  for  a  year,  the  total  expenses  of  the 
municipal  government. 

(us)  In  New  York,  several  judges  have  been  presented  by  the  Bar 
Association  (of  lawyers)  for  impeachment  on  charges  of  corruption,  and 
one  of  the  number  has  resigned  his  office,  pending  the  charges.  There 
is  no  party  bias  entertained  by  the  Bar  Association. 

(»)  A  practical  plan  was  conceived  and  perfected  by  the  writer,  some 
years  ago,  for  separating  the  element  of  risk  from  the  interest  and  divi- 
dends of  commercial  and  financial  investments,  by  establishing  a  Credit 
Assurance  Institution,  The  outline  of  this  project,  and  some  of  the 
calculations  upon  which  it  is  based,  are  given  in  The  New  York  Finan- 
cial and  Commercial  CkronicU^  in  August,  1865.  The  project  when 
matured,  was  submitted  to,  and  met  the  approval  of  a  number  of  leading 
capitalists  in  New  York,  but  for  lack  of  sufficient  capital,  it  was,  for  the 
time,  at  least,  abandoned. 

{p)  See  on  this  subject  Debt  and  Resources  of  the  People  of  the  United 
States^  Social  Science  Review,  pp.  387-417. 

(/)  For  a  more  complete  review  of  the  extent  and  progress  of  taxation 
in  tne.  United  States,  since  the  war,  than  is  afforded  by  the  tables  in  the 
official  census,  and  also  with  reference  to  the  effect  of  excessive  taxation 
on  prices,  see  the  writer's  Letter  on  the  Finances^  September,  1868,  pub- 
lished quite  generally  throughout  the  United  States,  at  the  time,  and  his 
Address  at  Columbus,  Ohio,  August  25,  1870,  published  in  the  States- 
man^ and  other  journals.  Both  of  these  compilations  have  since  appeared 
in  pamphlet  form,  corrected. 

{q)  ''Capital,  by  persons  wholly  unused  to  reflect  on  the  subject,  is 
supposed  to  be  synonymous  with  money."  John  Stuart  Mill,  Political 
Economy,  ch,  iv,  §  i. 
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ADDRESS  OF  T.  S.  LAMBERT,  M.  D., 

Pr99idmU  ofik§  Am$rtcan  Popular  Lift  Insurance  Company* 
OCTOBER  9,  1871. 


Gbntxbmbn  of  the  Convention: 

I  am  much  obliged  for  this  invitation  to  address  you  at  a 
moment  when  no  particular  question  is  before  you,  since  I  wish 
to  make  a  few  remarks  upon  several  topics.  You  have  already 
voted  upon  some,  yet,  as  you  have  made  your  organization 
permament,  with  annual  meetings,  it  is  evident  that  you  do  not 
intend  to  have  it  understood  that  everything  is  fixed  for  all  time. 
Remarks  are,  therefore,  in  order,  if  suggestive  of  future  thoughts, 
corrections  and  improvements.  Indeed,  the  great  usefulness  of 
the  convention  will  consist,  not  so  much 'in  what  it  will  settle,  as 
in  what  it  has  unsettled,  by  opening  for  discussion  important 
points  which  many  had  thought  were  unquestionable. 

This,  which  to  some  seems  discouraging,  is,  in  fact,  very 
encouraging.  Doubt  is  most  wholesome  where  certainty  does 
not  really  exist.  The  conflicting  character  of  the  laws  of  New 
York  and  Massachusetts  has  been  very  Useful,  since  they  are 
wrong  in  teth  states,  and  would  be  equally  so  if  those  of  either 
were  uniform  in  both,  while  then  they  would  not  be  so  readily 
discerned. 

This  grand  result  of  the  discussions  before  the  convention  was 
not,  of  course,  expected,  but  nevertheless  it  has  done  much  to 
advance  the  true  cause  of  life  insurance,  much  to  elucidate  the 
want  of  a  sound  basis  in  life  insurance,  as  usually  transacted.  I 
am  one  of  those  who  believe  that  life  insurance  is  conducted, 
usually,  not  as  it  should  be,  but  very  inequitably,  and  with  great 
jeopardy  to  the  assured,  and  that  the  insurance  laws  in  any  of  the 
states,  instead  of  being  protective,  actually  encourage  wrong,  and 
discourage  right-doing.  The  fact  is,  that  the  fundamental  basis 
principles  upon  which  life  insurance  should  and  does  rest,  have 
not  been  sought,  established,  nor  wrought  by  our  state  depart- 
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ments,  as  they  should  have  been.  Certain  traditions,  assumptions, 
and  inventions  have  been  accepted  and  adopted,  without  sufficient 
examination. 

The  true  basis  of  life  insurance  has  scarcely  attracted  attention, 
even  during  the  sessions  of  the  convention,  which  have  been 
occupied  chiefly  with  actuarial  matters  of  altogether  secondary 
importance,  and  soon  settled,  when  the  "  weightier  matters  of  the 
law  "  are  determined. 

Often  it  seems  to  be  forgotten  that  correct  life  insurance  must 
be  based  upon  the  science  of  life,  and  that  the  doctrine  of  averages 
and  chances  can  only  be  successfully  applied  to  lives  which  are 
similar.  To  know  when  lives  are  similar,  the  scientist  must  be 
called  in,  not  the  mere  mathematician  ;  he  has  his  place  second. 
One  actuary  who  addressed  you,  when  asked  if  there  was  not  a 
diflierence  in  the  value  of  the  risks  who  surrender  their  policies, 
replied,  "  that  doubtless  there  was,  but  that  was  a  physiological 
problem  that  he  did  not  pretend  to  understand  nor  know  how  to 
work,  and  he  should  be  obliged  first  to  call  in  the  doctor  to 
inform  him  about  the  distinction."  That  is  the  exact  point  of 
consequence,  although  he  did  not  appear  to  appreciate  what  he 
himself  said. 

It  has  sometimes  been  surprising  to  notice  how  very  near  to 
great,  awakening,  pregnant  truths,  the  discussions  before  you 
have  reached,  without  quite  touching  the  very  marrow  of  the 
subject.  One  gentleman  for  whom,  in  common  with  all  who 
know  him,  I  have  the  greatest  respect,  told  you  that  the  instincts 
of  persons  often  selected  a  kind  of  policy  which  favored  them- 
selves, but  would  be  against  the  interests  of  the  company ;  the 
ratio  of  losses  among  "  term-life  "  policies  being  twice  as  large  as 
in  case  of  "  annual  for  life,"  in  which  again  it  was  twice  as  large 
as  among  annuitants  —  which  caused  the  company  of  which  he 
was  the  adviser  to  decline  to  make  "  term-life "  or  "  annuity " 
policies.  Was  this  a  philosophical  conclusion?  Or  did  the 
company  thus  gain  anything  of  account?  Would  not  the  same 
persons  take  "  annual  for  life  "  policies  in  that  case,  paying  a  little 
more  for  "  term-life,"  but  not  enough  to  cover  their  risk  ?  Would 
not,  on  the  other  hand,  the  holding  out  of  the  **  term-life"  policy 
be  one  method  of  entrapping  the  instincts  of  the  applicant  to 
betray  themselves,  when  he  could  be  asked  why  he  wished  a 
♦*  term  "  policy  ?  then  if  his  answers  were  not  explanatory,  but 
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seemed  to  be  related  to  the  short-lived  instincts,  he  could  be 
rejected  altogether,  or  made  to  pay  a  proper  premium.  Again, 
it  has  not  been  usual  to  examine  a  person  for  an  '^  annuity ,'*  as  if, 
in  this  case,  a  company  would  not  wish  to  discard  or  vary 
the  rates  of  the  very  long-lived  as  much  as  for  a  "  life-policy,"  it 
would  reject  a  very  short-lived  person  unless  a  proper  premium 
was  made. 

Another  illustration  is  to  be  found  in  the  thousands  of  inferior 
cases  which,  because  inferior,  have  been  tnsured  under  "  ten- 
payment  life"  or  under  "endowment"  policies,  at  premiums 
found  against  their  actual  age.  -fi*.^.,  a  person  of  30  years  of  age, 
is  insured  under  an  "  endowment  for  15  years,"  because  he  is  not 
considered  good  enough  for  an  "  annual  for  life  policy."  But  the 
premium  at  30  is  computed  upon  the  number  of  the  living  and 
dying  among  those  who  will  average  to  be  superior  to  the  case  in 
hand,  who  may,  in  a  few  instances,  to  be  sure,  equal  the  best  for 
those  15  years,  but  not  generally.  His  chances  of  living  and 
dying  will  usually  be  no  better  than  those  of  persons  who  average 
to  live  only  15  years,  i.e.,  who  are  56  years  of  age,  against  which 
age  his  premium  should  be  found. 

By  the  above  error  the  companies  have  lost,  and  will  lose, 
millions  of  dollars  upon  "endowments"  and  "  ten-payment  life" 
policies  made  at  too  low  premiums.  Indeed,  several  of  them, 
having  learned  the  error  of  their  ways  in  this  respect,  will  not  do 
business  any  more  upon  that  plan. 

By  the  same  gentleman  it  has  also  been  stated,  that  the  lives  of 
city  merchants  were  superior,  attributable  to  the  excitements  of  a 
busy  city  life. 

Here  an  important  fact  is  stated,  and  partly  accounted  for 
correctly.  Hope  is  an  exhileratingand  sustaining  life-continuing 
force,  while  depression  of  spirits  is  produced  by  derangement  of 
the  digestive  organs,  and  also  tends  to  derange  them. 

But  we  must  also  ask  whence  came  the  hope  and  the  activity 
of  the  busy  mercantile  life  of  our  cities?  The  inheritance  from 
long-lived  ancestry  was  essential  to  g^ve  them  the  enterprise  to 
enter  into  the  competitions  of  city  life.  It  is  doubted  if  that  life, 
upon  the  whole,  as  it  is,  not  as  it  may  and  should  be,  is  favorable 
to  long  life.  The  natural  great  vitality  and  longevity  of  most  of 
our  business  men  enable  them  to  outlive  the  naturally  short-lived, 
yet  their  dark,  unventilated  pffices,  irregular  habite,  late  dinners, 
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etc.  (all  unnecessary),  do  certainly  shorten  their  lives,  which, 
however  superior,  would  be  still  longer  if  not  thus  curtailed. 

The  true  philosophy,  therefore,  is,  in  all  matters  of  life  insur* 
ance,  to  come  down  to  the  scientific  basis  of  life,  and  not  depend 
upon  superficial  appearances  merely,  which  may  not  have  reality 
beneath  them ;  and  certainly  not  depend  upon  a  doctrine  of 
averages  and  chances,  that  do  not  at  all  apply  to  the  cases  in 
hand. 

This  is  especially  Illustrated  by  much  that  has  been  said  before 
you  in  regard  to  "  Experience  Tables  of  Mortality."  I  cannot 
see  that  there  is  any  practical  difference  between  those  which 
have  been  championed  with  so  much  zeal,  and  must  suppose  that 
some  reason  other  than  a  scientific  one  has  actuated  the  debate. 
These  different  "experience  tables"  of  companies  also  very 
nearly  correspond  with  the  "  Farr  tables  of  mortality ; "  indeed 
Mr.  Barnes,  when  superintendent,  recommended  these  as  the  best 
data  upon  which  to  compute  premiums.  But  "  FarPs  tables" 
are  based  upon  the  statistics  of  mortality  of  all  classes  of  persons 
outside,  as  well  as  in,  the  companies ! 

If  the  "  experience "  of  the  companies  is  no  better  than  the 
mortality  among  lives  generally,  that  remarkable  fact  should  give 
you  pause,  and  lead  you  to  ask  if  there  can  be  sound  principles 
or  correct  methods  where  such  unexpected  and  unscientific 
results  are  found. 

The  debate,  then,  upon  the  choice  of  "  experience ."  tables  is 
not  "worth  the  candle."  But  the  next  step,  about  which  ho 
debate  is  made,  is  being  taken  for  granted,  is,  in  fact,  ihe  all- 
important  one,  and  it  is  exactly  here  that  the  divergence  from 
truth  to  error  commences  in  the  averaging  of  dissimilar  risks, 
and,  therefore,  in  laying  burdens  where  they  do  not  belong. 

I  hold  that  the  first  deduction  made  from  the  statistical  data  is 
wrong,  however  correct  the  data  may  be.  It  is  found  that  a 
certain  number — say  7  per  1,000  —  die  at  25  years  of  age. 
Allowed.  Therefore,  it  is  said,  each  of  the  i  ,000  has  7  chances 
in  1 ,000  of  dying.  Denied,  for  it  is  incorrect :  First,  because  the 
1,000  are  not  alike  —  not  similar ;  and,  second,  because  several  — 
say  5  of  the  7  —  will  be  sure  to  die  before  the  year  is  out,  and  the 
particular  five  can  be  selected.  This  will  leave  but  2  chances  ot 
death  per  995  to  each  of  the  rest.  Again,  the  general  idea  carried 
out  is,  that  each  person's  risk  of  dying  increases /r<7  rata  vrith 


Digitized  by 


Google 


22$ 

increasing  age.  For,  if  he  desires  a  "  one-year  term-life  policy,** 
he  must  pay  more  the  older  he  is.  Now  it  is  not  at  all  true  that 
the  risk  does  increase  in  each  case  with  each  year's  advance  in 
age.  In  some  instances  it  actually  diminishes  during  various 
periods;  in  some,  it  remains  the  same  from  year  to  year;  in 
other  cases  it  increases  very  rapidly  with  each  year,  until  death. 

There  is  the  risk  of  death  by  accident,  which  remains  nearly 
the  same,  in  most  cases  of  the  long-lived,  for  many  years ;  so 
does  the  risk  from  incidental  disease.  No  system  of  averages  nor 
doctrine  of  chances  can  be  equitable  or  secure  which  is  not  made 
between  lives  which  are  similar  in  all  resi>ects  regarding  vitality 
and  longevity.  When  this  is  done,  it  will  be  found  that  the  cost 
of  risk  of  insuring  about  two-fifths  of  the  people  will  be  very  low ; 
such  persons  having  scarcely  two  chances  in  i,ooo  of  dying  each 
year  during  the  forty  years  from  20  to  60.  If  epidemics,  plagues, 
etc.,  should  prevail,  they  have  very  little  more  chance  of  dying, 
since  those  extraordinaries  prevail  fatally,  to  any  great  extent, 
only  among  the  naturally  short-lived,  and  more  among  them  ii 
the  death-rate  has  been  low  for  a  few  favorable  years ;  in  the 
same  manner  as  many  old  people  die  in  a  severe  winter  following 
a  series  of  mild  and  favorable  seasons. 

If,  then,  the  fundamental  basis  deduction,  upon  which  all  the 
computations  are  made,  be  wrong,  as  it  is,  t\e^  if  the  idea  that  a 
certain  risk  pertains  alike  to  each  of  a  thousand  dissimilar 
persons,  it  is  absurd,  as  it  is  —  all  the  computations  being  based 
thereon  —  they  all  fall  to  the  ground,  and  some  other  scientific 
method  must  be  adopted,  fbr  both  equity  and  security.  When 
we  look  at  the  premium  tables,  we  are  led  to  suppose  that  the 
chances  of  dying  are  very  accurately  graded  from  year  to  year, 
and  when  we  are  informed  that  care  is  taken  to  use  seven  decimal 
places  in  computing  premiums,  we  might  conclude  that  the 
utmost  exactness  exists  throughout.  But  when  we  examine  an 
ungraduated,  or  actual  table  of  mortality,  we  are  surprised  to  see 
that  there  is  no  such  regularity  in  the  mortality  as  we  had  been 
led  to  suppose  from  the  regular  gradations  of  premiums.  Indeed, 
Mr.  Barnes,  in  a  note  to  such  a  table,  says  that  it  is  remarkable 
that  no  one  died  at  11  nor  at  16,  and  then  explains  the  fact  by 
supposing  that  the  table  was  constructed  upon  a  very  few  risks  ot 
the  younger  ages. 

Another  illustration  that  this  ordinary  method  of  computing 
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risks  is  wrong,  is  found  in  the  "  expectations  **  and  longevities 
thus  produced,  giving  to  a  person  the  greater  longevity  the  older 
he  is.  ^.^.,  a  person,  when  25  years  of  age,  has  an  "  expecta- 
tion," according  to  "  Parr's  tables,"  of  36  ;  giving  him  a  longevity 
of  61  ;  when  40,  he  has,  by  the  same  table,  an  "  expectation  "  of 
26,  or  a  longevity  of  66  ;  when  50,  an  "  expectation  *'  of  20,  and  a 
longevity  of  70.  This  is  far  from  correct,  either  in  theory  or  in 
fact.  ^A  person  has  a  given  potential,  and  a  given  rational 
longevity  at  birth,  and  this  does  not  vary  as  he  advances  in  life. 
If  his  potential  longevity  does  not  at  birth  reach  to  70  years,  it 
will  not  when  he  is  40  years  old,  nor  when  he  is  50.  True,  when 
he  is  40,  he  has  a  greater  number  of  chances  of  reaching  his 
potential  longevity,  whatever  that  may  be,  than  when  he  is  25, 
but  no  more  chances  of  exceeding  it  His  rational  or  "  expected" 
longevity  may  be  carried  up  a  little  in  most  cases,  and  very  much 
in  others,  as  he  increases  in  years ;  but  this  is  to  be  determined 
by  an  examination  of  each  case  for  itself  If  he  has  not  had  any 
ancestry  for  several  generations  who  attained  70  years,  there  is 
not  one  chance  in  ten  thousand  that  he  will  attain  that  age. 

A  person,  therefore,  at  50  may  be  ever  so  hale  and  hearty, 
without  any  constitutional  disease,  inherited  or  acquired,  and  be 
just  as  likely  to  live  until  60  years  of  age  as  any  one  of  the 
thousands  with  whom  he  is  counted  in  the  data  used  in  con- 
structing the  "  mortality"  and  "  expectation "  tables,  yet,  from 
his  constitutional  conditions,  be  entirely  incapable  of  attaining 
the  expected  longevity  of  70,  or  of  living  through  the  "  expecta- 
tion "  of  20,  which  are  given  to  him  by  the  erroneous  computations 
of  the  usual  tables.  We  must  not  allow  any  such  period  to  him, 
nor  assign  to  him  any  premiums  which  are  related  thereto,  for, 
despite  a  four  per  cent  interest  assumption,  the  facts  in  his  case 
will  be  so  much  against  a  company,  that  it  will  certainly  lose 
money  upon  him,  and  ai/  likehim  thus  insured. 

There  is  nothing  more  certain  in  science  than  that  all  of  lifer, 
which  is  the  dynamic,  and  that  all  of  secretory  tissue  the  static, 
have  a  given  lifetime,  determined  at  their  birth  and  not  possible 
to  be  extended,  although,  as  it  is  usually  more  or  less  the  case,  the 
lifetime  may  be  shortened.  Life  and  secretory  tissue  are  correla- 
tive; they  alone  are  common  to  animals  and  plants,  and  are 
found  together  in  the  egg.  In  fact,  one  of  the  properties,  or, 
rather,  one  of  the  chief  phenomena  exhibited  by  life,  is  merely 
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the  activity  of  secretory  tissue.  Examine  the  latter  widi  the 
microscope,  experiment  upon  it,  observe  it,  compare  it  under  its 
various  forms,  and  as  influenced  by  different  circumstances,  and 
the  mystery  of  life  will  become  as  simple  as  knowledge  always 
exhibits  everjrthing  to  be.  Then  will  it  appear  that  there  must 
be  no  averaging  among  lives  of  different  natural  or  potential 
lifetimes ;  that  we  must  institute  our  averages  only  among  those 
potential  longevities  which  are  similar  in  all  those  respects  which 
affect  vitality  and  longevity.  I  know  it  will  be  said  that  "  expec- 
tations" have  nothing  to  do  with  the  computations  of  premiums ; 
but  that  does  not  prove  that  the  usual  *' expectations"  do  not 
show  that  the  usual  method  of  computing  premiums  based  upon 
the  living  and  dying,  as  set  down  in  the  "  experience"  tables,  is 
wrong.  If  the  "expectations"  have  nothing  to  do  with  the 
computation  of  premiums,  they  ought  to  have,  or,  at  least,  they 
ought  to  have  something  to  do  with  the  apply ing  of  premiums,  as 
shown  by  the  errors  of  the  companies  generally  in  making  the 
premiums  of  inferior  risks  at  their  actual  age  if  they  will  take 
"  ten-payment  life  "  of  "  endowment "  policies  when  they  ought 
to  be  compelled  to  pay  premiums  corresponding  to  the  rational 
"expectations"  of  such  inferior  cases,  since,  as  a  rule,  their 
chances  of  living  and  dying  will  correspond  to  such  an  "  expec- 
tation," /.  tf.,  their  probable  length  of  life. 

Premiums  may  also,  in  a  very  simple  manner,  be  based  and 
computed  upon  the  "expectations,"  the  method  of  which  can 
also  be  easily  learned  and  applied.  ^.^.,  if  we  find  from  the 
family  history  and  from  his  constitution  that  a  person  has  a 
potential  longevity  to  75,  and  from  his  habits,  vocation,  resi- 
dence, intelligence,  health,  etc.,  that  his  rational  "  expected " 
longevity  is  certainly  to  70,  while  his  actual  age  is  40,  he  evidently 
has  a  rational  "  expectation  "  of  30.  The  usual  table  or  general 
average  "  expectation  "  of  40  is  26  years,  indicating  a  premium 
related  to  that  number  of  years,  although  not  computed  thereon. 
We  may  look  in  the  table  to  observe  what  age  corresponds  to  an 
"  expectation  of  30  years,  or  we  may  in  our  minds  make  use  of 
a  very  simple  computation,  and  thus  fix  the  age  at  which  the 
proper  premium  may  be  found. 

It  is  well  known  that  two-thirds  the  difference  between  the 
actual  age  and  80  equals  very  nearly  the  "  expectation "  of 
the  usual  tables.    .£.^m  two-thirds  the  difference  between  the 
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actual  age  25  and  80  (^ which  is  55)  is  36.  This  is  the  *^  expecta- 
tion** of  the  usual  tables  against  25.  By  the  same  rule  two-thtrds 
the  difference  between  40  and  80  is  26^  which  is  the  table 
^*  expectation"  of  40.  That  is,  the  age  and  80  being  the  given 
quantities,  it  is  easy  to  find  the  unknown  "  expectation."  So, 
vice  versa,  the  *'  expectation"  and  So  being  given,  it  is  easy  to 
find  the  corresponding  age.  E.g.^  in  the  above  case,  80  and  the 
"expectation"  30  being  given,  the  age  to  which  the  30  belongs 
in  the  general  average  table,  will  be  found,  by  multiplying  one 
half  the  "  expectation  "  30,  by  3,  and  subtracting  that  product 
ixoTCL  80,  /.tf.,  one-half  of  30  is  15  ;  multiplied  by  3  is  45  ;  which, 
subtracted  from  80,  is  35  ;  the  age  against  which  the  "  expecta- 
tion "  30  will  be  found  in  the  ordinary  tables,  and  at  the  premium 
of  which  a  person  should  be  insured,  if  the  premiums  against  the 
ages  are  rightly  computed.  They  are  well  enough  in  case  ot  the 
,"  whole  life."  Suppose  the  above  person  of  40  had  but  ic  years 
of  rational  "  expectation,"  or  a  rational  longevity  only  to  5c  ; 
a  potential  to  55 :  What  would  his  premium  age  be  in  the 
ordinary  table?  One-half  of  10  is  5,  three  times  that  15, 
subtracted  from  80  leaves  65,  the  age  at  which  he  would  be 
rated. 

The  net  premiums  for  "  whole  life  "  can  also  be  well  enough 
computed  by  taking  such  premiums  as  will,  at  a  proper  assumed 
compound  interest,  equal  the  assurance  at  the  period  of  the  given 
expectation.  In  fact,  the  resulting  premium  table  will  be  more 
equitable  for  the  different  ages  above  manhood  than  the  usual 
tables,  while  the  labor  of  computing  the  premiums  is  ccn-.para- 
tively  nothing,  and  the  method  easily  understood.  It  is  alio  wee 
that  there  is  only  an  approximate  exactness  by  this  method,  ti\^ 
it  is  denied  that  there  is  or  can  be  exactness  by  any  method  ;  thir 
is  the  most  exact  that  can  be,  and  in  connection  with  separative 
classing,  is  practically  enough  so,  since  exactness  is  not  necessary 
for  security  nor  for  equity,  if  four  classes  are  made  from  the 
sound  lives,  each  class  kept  separate,  paying  its  own  losses  and 
sharing  its  own  surplus. 

There  is  no  rating,  however  low,  that  can  be  given  to  the  best 
risks  in  middle  life  upon  the  ordinary  **  term-life  "  tables  that  is 
not  excessive,  for  the  facts  in  their  cases  are  not  truly  exhibited 
by  mortality  tables*  Any  ^^  term-life "  premium  tables  based 
thereon  must  must  therefore  be  unjust  to  the  best  class  of  lires. 
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and  their  "  term-life  **  premiums  should  be  based  otherwise  and 
upon  the  real  risk  existing  in  their  cases,  which  is  very  small 
each  year,  during  a  long  period  of  middle  life. 

But  suppose  that  the  ^^ Experience  *'  was  actually  stated  accord- 
ing  to  the  facts,  in  a  given  company  or  companies,  would  not  a 
very  grave  question  arise  in  regard  to  security,  i.e,^  whether  all 
the  companies  under  the  measure  of  the  law  had  the  same  or 
nearly  the  same  experience  ? 

The  last  report  of  the  commissioners  of  Massachusets  for- 
tunately puts  us  in  possession  of  some  very  important  facts  upon 
this  matter.  Taking  several  companies  which,  from  their  age, 
it  would  be  fair  to  compare,  and  we  have  the  following  ratio  or 
percentage  of  losses,  the  first  in  the  list  being  those  of  the  com- 
pany (the  Mutual  of  New  York)  upon  the  '*  experience "  or 
mortality  of  which  the  "American  Experience  Table"  was 
chiefly  constructed : 


Names  of  Company. 


A 
B. 
C 
D 
E. 
F 
G 
H 
I  . 


Number 

Ratio  of  Deaths 

on  New 

PoUd 

of  PoUdes. 

6.yxx\xi% 

1867. 

1868. 

1869. 

1870. 

1867. 

1868. 

1869. 

187 

•73 

•72 

•83 

.81 

.14 

.16 

.14 

113 

1 .02 

1.20 

^•35 

.42 

•17 

;:^ 

•94 

•2? 

1.08 

•33 

•33 

•25 

•7A 

.86 

1.06 

•53 

.21 

•27 

a 

1.28 

.83 

I-3I 

a 

.41 

•30 

.85 

% 

.84 

1.04 

•33 

.a8 

.21 

•^z 

•79 

I. II 

.11 

.29 

.24 

.78 

•99 

•90 

I. II 

•23 

.16 

.22 

.75 

•97 

•97 

1. 17 

.22 

•\\ 

•33 

1.09 

1. 17 

I  25 

1.44 

.41 

.ID 

. 

.84 

•74 

•94 

1.08 

.28 

•38 

•13 

II 
52 

36 

I? 

15 
03 
43 


What  a  contrast  is  exhibited  in  the  above  table  !  Shall  the  law, 
with  this  testimony  before  it,  assume  that  the  '^  American  Expe- 
rience Table  "  is  the  '*  experience  of  other  companies  ?  "  If  the 
computations  indicating  solvency  are  based  upon  the  experience 
of  the  first,  where  are  the  others?  Is  it  not  absurd  to  assume 
that  the  "  American  Experience  "  is  theirs,  when  it  is  proved  to 
be  far  better  than  theirs  ?  What  sense  in  assuming  facts  when 
the  facts  themselves  are  patent  Do  not  these  facts  impel  you  to 
contemplate  seriously  the  probability  of  the  success  of  the  legal 
measures  hitherto  adopted  for  promoting  security  ?  Is  it  not  the 
most  important  of  all  things  for  the  Department  to  learn  what 
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kind  of  risks  a  company  takes  before  the  questions  are  discussed 
in  regard  to  premiums  and  interest  to  be  assumed  or  obtained? 

For  has  it  not  been  strongly  argued,  in  the  discussions  before  this 
convention,  that  a  basis  of  four  per  cent  interest  should  be  used 
in  computing  premiums  and  reserves,  because  a  low  interest  was 
essential  as  a  make-weight  to  an  excessive  mor t ditty  f  I  sub- 
mit, however,  that  averaging  such  dissimilar  quantities  or 
contingencies  as  probable  interest  and  mortality,  is  certainly 
carrying  the  doctrine  of  averages  or  chances  altogether  too  far 
for  science  to  regard  with  complacence.  Ought  not  the  basis  of 
mortality  to  be  efficient  and  sufficient  by  itself,  and  the  basis  of 
interest  to  rest  upon  its  own  merits,  without  being  obliged  to 
carry  any  deficiency  on  account  of  mortality  ? 

Can  the  evil  or  error  be  remedied  practically?  Most  certainly 
and  perfectly. 

The  Biometry  or  measure  of  life  depends  upon  certain  facts  in 
the  person,  which  are  indicated  by  the  three  measures,  oi  size^  of 
the  great  centres,  the  head  and  trunk ;  ^h^tform  of  all  parts  of 
the  body ;  and  the  color  of  its  surfaces,  all  of  which  are  easily 
defined,  analyzed,  set  down  upon  paper,  cross-questioned  by 
statements  of  different  persons,  and  easily  judged  by  an  expert,  or 
even  by  any  one,  at  least  if  medically  qualified. 

By  proper  and  detailed  blank  applications,  filled  properly,  as 
may  easily  be  done,  such  a  life  history  and  life  picture  of  a  person 
may  be  obtained  as  will  enable  almost  any  one,  certainly  any 
expert,  to  judge  of  the  applicant's  probability  of  living,  of  his 
vitality  and  probable  longevity,  with  practical  certainty.  Will  it 
not,  then,  be  as  important  for  this  Convention  to  discuss  the  blank 
application  which  the  insured  is  to  fill,  as  to  discuss  the  blank 
that  the  company  is  to  fill  ?  Is  not  the  former  primary  in  order, 
and  also  in  importance  to  the  security  of  the  company?  In  fact, 
blank  applications  are  generally  so  vague  and  indefinite  that, 
when  filled,  they  do  not  give  any  one,  however  scientific,  an 
opportunity  to  form  a  very  reliable  judgment  upon  the  case.  I  do 
not  believe  that  any  blank  application  has  yet  been  constructed 
that  is  as  perfect  as  additional  discussion  and  additional  know- 
ledge can  produce,  and  as  it  would  be  useful  to  have. 

Is  not  everything  dependent  on  the  kind  of  risks  insured  at 
proper  rates  ?  Ought  not  every  measure  to  be  adopted  that  will 
induce  companies  to  take  risks  only  at  paying  premiums  ?    But 
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now  the  stimulus  of  the  departments  favors  taking  inferior  risks 
at  less  than  they  are  worth,  and  prohibits  the  taking  of  superior 
risks  except  at  much  more  than  they  cost.  This  is  wrong ;  and 
still  more  wrong  because  entirely  unnecessary. 

The  utmost  confidence  is  placed  in  the  statement  that  lives 
similar  in  their  probable  vitality  and  longevity,  can  be  classed 
equitably.  It  is  also  believed  that  by  this  means,  and  by  this 
means  only,  can  absolute  security  be  obtained  for  the  amount 
assured*  For  by  this  means  of  classing  lives  only,  can  such 
premiums  be  made  acceptable  which  will  always,  if  a  company 
is  kept  up,  produce  sufficient  future  premiums  to  equal  in  the 
aggregate  of  each  class  the  future  aggregate  assurance  of  each 
class. 

Many  suppose  that  absolute  security  is  to  be  found  in  maintain, 
ing  a  proper  "  reserve."  The  law  espouses  the  same  idea.  But 
the  nature  of  the  case  and  history  show  that  the  maintaining  of  a 
^'  reserve  "  is  not  always  possible^  even  if  the  company  is  not  in 
default ;  recall  the  Southern  life  companies  at  the  close  of  the 
rebellion.  But  it  is  evident  that  if  a  company  has  a  healthful 
growth,  and  then  keeps  up  its  numbers,  and  charges  premiums 
*  twice  as  large  as  would  be  necessary  if  the  "  reserve"  is  main- 
tained, its  future  premiums  receivable  will  always  equal  or 
exceed  in  their  aggregate  all  its  assurances,  so  that,  if  there 
should  not  be  any  "  reserve,"  the  assurances  would  be  secure. 
But,  in  fact,  instead  of  double  premiums,  only  two-fifUis  excess  of 
premium  will  be  sufficient  for  this  purpose.  But  this  amount 
above  the  ordinary  premiums  the  best  lives  cannot  be  induced  to 
pay,  but  they  will  willingly  pay  this  proportion  above  what  it  is 
really  worth  to  insure  them  by  themselves,  for  then  their 
preniiums  would  be  less  than  the  ordinary  rates.  The  inferior 
risks  will  be  compelled  to  pay  the  same  relatively  to  what  it  is 
worth  to  insure  them,  when  matflbrs  are  so  correctly  understood 
that  they  cannot  be  insured  for  less,  and  must  be  classed  by  them- 
selves. , 

It  is  not  suggested  that  a  "  reserve,**  as  at  present,  shall  not  be 
kept  Let  that  be  done,  and  by  so  much  increase  the  assurance 
or  reduce  premiums  from  time  to  time  to  the  longer  lived  in  each 
class,  but  as  an  additional  security,  and  as  the  only  absolute 
security,  let  the  premiums  be  so  much  relatively  above  the  neces- 
sity if  the  reserve  be  maintained,  that  if,  by  rebellion  or  any  other 
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cause  the  ^^  reserve^  is  lost,  the  amount  of  the  assurance  maybe 
absolutely  assured  to  the  holder  of  the  policy,  out  of.  die  amount 
of  the  future  premiums  payable  by  his  class. 

All  that  is  essential  to  absolute  securify,  therefore,  as  it  regards 
the  assurance,  is  to  have  the  company  kept  up ;  to  have  its  mem- 
bers properly  classed;  and  to  charge  a  premium  two-fiftiis 
greater  than  necessary,  if  the  '^  reserve  "  could  be  made  absolutely 
certain. 

This  plan  gives  three  securities  or  *^  reserves  **  to  the  long-lived ; 
first,  the  reduction  of  his  premium,  equal  to  a  '*  reserve,^  kept 
in  his  ovm  pocket ;  while  his  premium  will  then  be  two-fifths 
larger  than  necessary,  if  his  second  "  reserve,"  i.e.^  the  "  reserve** 
proper,  is  maintained ;  and^  third,  he  has  an  additional  or  diird 
"reserve**  in  the  fiiture  premiums  receivable  fix)m  his  class, 
which,  by  themselves  alone,  are  large  enough  to  make  his  policy 
secure. 

In  proof  that  the  classing  of  lives  can  be  easily  and  correctly 
done,  I  could  interest,  if  not  suprise  you,  by  pointing  out  among 
those  present  the  probably  long  and  short-lived.  But  I  am  not 
here  to  exhibit  my  skill,  nor  to  serve  any  personal  object.  Besides 
that,  your  time  will  not  permit  me  to  trespass  longer  upon  your 
patience.  Nor  is  it  necessary.  The  scientific  principles  and 
methods  of  life  insurance  are  as  simple  aS  they  are  beneficent, 
perfectly  equitable,  can  and  should  be  worked  economically,  and 
must,  if  correctly  applied,  yield  that  security  without  which  there 
is  no  real  Life  Insurance,  while  they  must  also  make  it  almost 
universally  applicable  and  wholly  satisfactory  among  men. 
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CORRESPONDENCE. 

Nsw-YoRK,  Sept  Sf  187 1. 
HxNitY  S.  Olcott,  Esq.,  Secretary,  etc. : 

Dear  Sir:  I  desire  to  call  your  attention  to  the  advisability  of  the 
convention  putting  its  views  upon  the  relations  of  the  State  with 
insurance  afEurs  into  the  form  of  a  general  statute,  which  we  can 
recommend  to  the  legislatures  of  all  the  States  for  adoption  in  its 
general  features. 

I  am  confident  that  such  a  bill,  framed  after  full  debate  upon  its 
separate  provisions,  and  coming  with  the  indorsement  of  the  conven- 
tion, would  be  regarded  by  the  authorities  of  the  different  States  as  a 
most  valuable  aid  in  shaping  their  legislation. 

We  have  ahready  agreed  upon  uniform  blanks  for  annual  returns,  and 
several  other  important  reforms;  and  if  the  delegates  could  only  om- 
dense  their  views  upon  all  the  features  of  insurance  government  in  the 
manner  above  indicated,  I  think  the  convention  of  1871  would  be  a 
most  memorable  one,  and  highly  important  in  itj  effects  upon  the 
States,  the  companies,  and  the  general  public 

Your  success  in  compiling  the  official  report  of  the  May  session, 
your  official  position,  and  your  experience  as  a  lawyer,  indicate  that 
you  are  the  proper  person  to  draft  such  a  bill  for  the  consideration  of 
the  delegates,  and  if  your  engagements  permit,  I  beg  that  you  will  do 
80  between  now  and  the  i8th  prox.,  if  the  idea  meets  your  approval. 

Yours  very  truly, 

C.  L.  Skeels, 
Chairman  ^^Miscellatuaus  Subjects ''  CammiUee, 


>TT,| 


Law  Offices  of  F.  C.  Bowman  &  H.  S.  Olcott,  ] 
No.  7  Beekman  Street, 
New-York,  Oct.  14, 1871 

Dear  Sir  :  Agreeably  to  the  request  contained  in  your  letter  of  the 
5th  September,  I  have,  in  conjunction  with  my  friend  Austin  Abbott, 
Esq.,  the  author  of  "Abbott's  Digest,"  "Abbott's  Practice  Reports," 


Digitized  by 


Google 


234 

and  other  weD-known  law  publications,  prepared  the  outline  draft  of 
a  General  Insurance  Law,  which  I  request  you  to  submit  to  the 
National  Insurance  Convention  of  the  United  States,  for  debate, 
criticism,  and  amendment 

It  will  be  found  to  present  in  a  tentative  form  such  a  statute  as 
desired,  but  much  consideration  of  details  will  be  necessary.  We 
have  aimed  to  embody  all  the  conclusions  reached  by  the  convention 
at  the  May  session,  and  to  so  simplify  the  phraseology  as,  while 
expressing  clearly  the  intent  of  legislators,  to  leave  no  opportunity  for 
factious  litigants.  The  relations  of  the  State  with  the  corporations 
and  the  general  public  have  been  so  defined  that,  while  the  provi- 
sions of  the  act  are  calculated  to  restrain  the  former  firom  the  exercise 
of  too  irresponsible  authority,  at  the  same  time  they  afford  ample 
scope  for  legitimate  business  undertakings,  and  protection  to  the 
insured  firom  the  violation  of  contracts. 

The  act  has  for  a  prmcipal  object  the  establishment  of  reciprocal 
good-will  and  comity  of  action  between  States,  and  the  inauguratioa 
of  a  more  enlightened  policy  in  the  regulation  of  the  great  and  bene- 
ficent scheme  of  insurance  than  has  hitherto  prevailed. 

It  is  obvious  that  there  is  a  large  class  of  provisions  in  which  the 
policy  of  the  different  States  now  differs,  and  must  continue  to  differ; 
and  probably  no  general  law  could  be  drawn  that,  in  attempting  to 
deal  with  them  all,  would  not  inevitably  come  into  conflict  with  some. 
We  have,  therefore,  omitted  such  provisions  for  the  organization  of 
companies,  and  their  relinquishment  of  business,  as  may  properly  be 
left  to  the  constitutional  and  general  statutory  provisions  now  in  force. 

It  would  be  too  much  to  expect  that,  despite  our  best  endeavors, 
we  should  not  have  made  some  errors  and  omissions ;  but  I  am  con- 
fident that  you  will  find  in  this  first  draft  many  features  that  will  com 
mend  themselves  to  the  enlightened  and  catholic  spirit  of  the  delegates. 

In  the  course  of  my  official  correspondence  during  the  recess,  I  have, 
directiy  and  indirectiy,  received  assurances  from  the  executives  of 
several  States  that  they  are  prepared  to  receive  with  respect  the  sug- 
gestions which  may  be  made  by  this  convention.  It  will  be  a  source 
of  the  greatest  satisfaction,  if  Mr.  Abbott  and  I  shall  have  contributed, 
in  any  degree  however  slight,  toward  the  reform  of  the  insiirance  legis- 
lation <rf  the  cotmtry. 

I  remain,  dear  sir,  yours  very  respectfully 

Henry  S.  Olcott, 

Secretary  of  the  Cotrvenfyn. 
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To  THB  Governors  or  thb  States:  This  edition  of  the  Out- 
line Draft  of  the  Reciprocal  General  Insurance  Act  contains  all  the 
amendments  and  additions  made  to  the  original  draft  during  the  late 
adjourned  session  of  the  National  Insurance  Convention.  It  is 
printed  in  advance  of  the  appearance  of  the  official  report  of  the  pro- 
ceedings, to  meet  the  wishes  of  the  legislative  committees  of  a  num- 
ber of  the  States.  Certain  features  of  legislation,  properly  within  the 
exclusive  jurisdiction  of  the  States  themselves,  have  purposely  been 
left  for  local  arrangement;  the  convention,  as  a  national  body,  taking 
account  only  of  those  broad  and  fundamental  principles  of  insurance 
statutory  enactment  which  are  of  universal  applicability. 

Upon  the  closing  day  of  the  late  session,  the  following  resolution 
was  unanimously  adopted : 

^^Resohed^  That  the  general  insurance  statute,  as  adopted,  be  refer- 
red to  a  committee  of  revision,  to  be  composed  of  two  members,  with 
the  president  and  secretary  as  members  ex  officio^  who  shall  carefully 
compare  the  sections  with  the  official  report  of  the  proceedings  of  thii 
session  of  the  convention,  and  revise,  reconstruct,  and  amend  the 
same,  or  insert  additional  provisions,  in  any  case  when  the  said  statute 
may  be  found  to  omit  to  provide  for,  or  misrepresent,  the  intentions  of 
the  convention,  as  expressed  in  its  votes;  and  the  said  statute,  as  so 
amended  and  revised,  shall  be  published  in  the  official  printed  report 
as  having  been  adopted  and  approved  by  this  convention,  and  so  cer- 
tified to  the  governors  of  the  several  States,  agreeably  to  the  resolu- 
tions ahready  adopted." 

It  was  also 

*^  Resolved^  That  it  is  the  sense  of  this  convention  that,  when  any 
State  shall  impose  any  tax  upon  premium  receipts  of  insurance  com- 
paniesi  that  tax  should  not  exceed  one  and  a  half  per  cent** 
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*'  The  undersigned^  having  performed  tne  duty  imposed  upon  them 
bj  the  convention  in  the  above  resolution,  hereby  respectfully  give 
notice  that  the  draft  of  a  law,  contained  in  the  following  pages, 
expresses  the  views  and  comprises  all  the  recommendations  which  the 
delegates  at  present  desire  to  have  brought  to  the  notice  of  the  legis- 
latures of  the  several  States. 


Georgb  W.  Miller^  Arsiden/,  ex  effido^ 
Henry  S.  Olcott,  Secretary^  ex  officio^ 
Henry  C.  Kelssy,  Secretary  of  State^  N.  J., 
OuvER  PiLLSBURY,  Insurance  Commissioner^  N.  H., 

New-Yort,  November  25, 1871. 


^  of  Jgjvitiom, 
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GENERAL  PROVISIONS. 


SkartmUofaci. 

§  I.  This  act  may  be  known  as  ^Ths  Rxcxprocal  GufsmiL 
Insurance  Act"  of  the  State  of 

Ol!f<ct  and  eafuhwHoH  af  the  act 

§  2.  The  object  of  this  act  is  to  revise,  ma^Gif^  and  amend  the 
bws  of  thb  State  in  relation  to  insurance,  with  due  regard  to  the  legis- 
lation of  other  States,  so  as  to  secure  mutual  harmony  in  the  promo- 
tion of  the  public  interest,  to  define  the  relation  of  the  State  to  com- 
panies and  individuals,  to  insure  the  stability  of  companies,  to  protect 
the  interests  of  the  insured,  and  to  encourage  the  emplojrment  of 
capital 

And  its  provisions  are  to  be  construed  liberally  m  furtherance  of 
the  protection  of  the  insured,  and  so  far  as  may  be  in  harmony  with 
the  construction  which  may  be  given  by  the  courts  of  other  States 
adopting  a  like  act.  / 

Harmony  in  substance  only  required. 

§  3.  The  words, ''  the  substantial  provisions  of  this  act  shall  be 
enacted,"  shall  be  construed  to  mean  Uie  provisions  of  this  act  which 
define  the  right  to  do  insurance  business  and  provide  for  the  stability 
of  companies  and  the  protection  of  the  insured;  and  differences  in 
respect  to  the  organization  of  the  insurance  department,  the  constitu- 
tion of  companies,  or  the  form  of  judicial  remedies,  shall  not  be 
deemed  to  impair  the  uniformity  which  this  act  is  intended  to  secure. 

The  same  burdens  imposed  on  companies  not  of  this  State  as  are  imposed 

abroad  on  [New- York]  companies. 

§  4.  When,  by  the  laws  of  any  other  State  or  nation,  any  taxes, 
fines,  penalties,  licenses,  fees,  deposits  of  money,  or  of  securities,  or 
other  obligations  or  prohibitions,  are  imposed  on  insurance  companies 
of  this  State  doing  business  in  such  other  State  or  nation,  or  upon 
their  agents  therein,  so  long  as  such  laws  contmue  in  force,  the  same 
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obligations  and  prohibitions,  of  whatever  kind,  shall  be  imposed  upon 
all  insurance  companies  of  such  other  State  or  nation  doing  business 
within  this  State,  and  upon  their  agents  here. 

"  Compart^'  defined. 

§  5.  The  term  "  company,"  as  used  in  any  provision  of  this  act 
subjecting  companies  to  any  obligjition  or  restriction,  includes  indi- 
viduals, partnerships,  joint-stock  associations  and  corporations. 

.  ^^Americarf^  and^^Foreig^^  companies  defined. 

§  6.  The  term  '^  American  company,"  as  used  in  this  act,  desig- 
nates a  company  which  exists  by  the  laws  of  any  State  or  territory  of 
the  United  States,  or  by  the  law  of  the  United  States.  All  other  are 
dedgnated  as  foreign*' 

"  Company  of  a  State'  defined. 

§  7.  The  expression  "  company  of  a  State,  territory,  or  nation,"  as 
used  in  this  act,  means  a  company  incorporated  by  or  organised  under 
the  laws  of  such  State,  territory,  or  nation. 

"  Commissioner'*  defined. 

§  8.  Except  in  section  13,  the  word ''  commissioner"  designates  the 
officer,  by  whatever  name  called,  who  is  charged  for  the  time  being 
with  the  duties  of  commissioner  of  insurance. 

Oath  includes  affirmation. 

§  9.  The  term  oath,  in  this  act,  includes  affirmations. 

''  Director^'  defined. 

§  10.  The  term  "  directors,"  in  this  act,  designates  the  trustees, 
managers,  or  other  officers  constituting  the  executive  board  of  a  com- 
pany. Directors  are  included  in  the  term  "  officers,"  imless  a  con- 
trary intention  appears. 

"^^jfn/"  defined. 

§  II.  The  term  "agent"  or  "agents,"  in  this  act,  includes  an  ac- 
knowledged agent,  surveyor,  and  all  other  persons  who  shall  in  any 
manner,  directly  or  indirectly,  aid  in  transacting  the  business  of 
insurance. 

Nothing  contained  in  this  act  shall  be  construed  to  imply  that  an 
agent  has  any  power  to  bind  a  company,  not  expressly,  or  by  neces- 
sary implication,  given  him  by  the  company. 
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THE  INSURANCE  COMMISSIONER. 


Insurance  department^  [or  bureau,] 

§  12.  There  is  hereby  established  a  distinct  department,  [or,  a  dis- 
tinct bureau  in  the  office  of  the  secretary  of  state,  or  other  office,  as  the 
4ase  may  be,]  to  be  known  as  the  insurance  department,  [or  bureau,  | 
which  shall  be  charged  with  the  execution  of  the  laws  of  this  State  in 
relation  to  insurance. 

Insurance  commissioner, 

§  13.  [This  section  will  provide  for  the  appointment,  salary,  term  oj 
office,  clerks,  deputies,  etc.^  and  may  be  in  the  language  of  statutes  al- 
ready in  force.  If  a  separate  officer  is  not  appointed,  the  section  may  be 
as  follows  :  The  said  is  hereby  declared  to  be, 

^x-officio,  insurance  commissioner.] 

Disqualification  of  officers  and  agents, 

§  14.  No  person  who  is  a  director,  officer,  or  agent  of,  or  direcdy 
or  indirectly  interested  in,  any  insurance  company,  except  as  insured, 
shall  be  commissioner  or  deputy  commissioner;  and  no  officer  or 
agent  of  any  insurance  company  doing  business  in  this  State  shall  be 
deputed  to  examine  the  affairs  of  a  company  under  this  act 

General  duties  of  commissioner, 

§  15.  It  is  the  duty  of  the  commissioner : 

1.  To  see  that  all  laws  of  this  State  respecting  insurance  companies 
are  faithfully  executed.  , 

2.  To  file  in  his  office  every  charter  or  declaration  of  organization 
of  a  company,  with  the  certificate  of  the  attorney-general ;  and,  on 
application  of  the  corporators,  to  furnish  to  them  a  certified  copy 
thereof. 

3.  He  shall,  as  soon  as  practicable,  in  each  year  calculate,  or  cause 
to  be  calculated,  in  his  office,  by  officers  or  employees  of  his  depart- 
ment, [or  bureau,]  the  net  value,  on  the  31st  of  December  of  the  pre- 
vious year,  of  all  the  policies  in  force  on  that  day,  in  each  life  insu- 
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ranee  company  doing  business  in  this  State,  organized  by  authority  of 
this  State ;  and  of  every  other  life  insurance  company  doing  business 
in  this  State,  that  shall  fail  to  furnish  to  him,  as  hereinafter  provided,  a 
certificate  of  the  insurance  commissioner  of  the  State  by  whose  au- 
thority the  company  was  organized,  or  by  the  State  in  which  it  may- 
elect  to  have  its  policies  valued  and  its  deposit  made  in  case  the 
( ompany  is  chartered  by  the  government  of  the  United  States,  giving 
the  net  values  of  all  policies  in  force  in  the  company  on  the  31st  day^ 
of  December  of  the  preceding  year. 

4.  Calculations  of  the  net  value  of  each  policy  shall  be  based  ui>on 
the  American  Experience  Table  of  Mortality,  and  four  and  one  half 
l>er  cent  interest  per  annum.  And  the  net  value  of  a  policy  at  any 
time  shall  be  taken  to  be  the  net  single  premium  which  will  at  that 
time  effect  the  insurance,  less  the  value  at  that  time  of  the  future  net 
premiums  called  for  by  the  table  of  mortality  and  rate  of  interest  de- 
signated above. 

5.  In  case  it  is  found  that  any  life  insurance  company  doing  busi- 
ness in  this  State  has  not  on  hand  the  net  value  of  all  its  policies  in 
force,  after  all  other  debts  of  the  company  and  claims  against  it,  ex- 
clusive of  capital  stock,  have  been  provided  for,  it  shall  be  the  duty 
of  the  insurance  commissioner  to  publish  the  fact  that  the  then  existing 
condition  of  the  affairs  of  the  company  is  below  the  standard  of  legal 
safety  established  by  this  State,  and  he  shall  require  the  company  at 
once  to  cease  doing  new  business ;  and  he  shall  immediately  institute 
proceedings,  as  required  in  this  act,  to  determine  what  further  shall 
be  done  in  the  case. 

6.  It  is  hereby  made  the  duty  of  the  insurance  conmiissioner,  after 
having  determined,  as  above,  the  amount  of  the  net  value  of  all*  the 
policies  in  force,  to  see  that  the  company  has  that  amount  in  safe 
legal  securities,  of  the  description  and  character  hereafter  provided  in 
this  act;  after  all  its  other  debts  and  claims  against  it,  exclusive 
of  capital  stock,  have  been  provided  for. 

7.  He  shall  accept  the  valuations  made  by  the  insurance  commis- 
sioner of  the  State  under  whose  authority  a  life  insurance  company 
was  organized,  when  such  valuations  have  been  properly  made  on 
sound  and  recognized  principles  and  legal  basis,  as  above :  provided 
the  company  shall  furnish  to  the  insurance  commissioner  of  this 
State  a  certificate  from  the  insurance  commissioner  of  such  State, 
setting  forth  the  value,  calculated  on  the  data  designated  above,  of 
all  the  policies  in  force  in  the  company  on  the  previous  31st  day  of 
December ;  and  stating  that,  after  all  the  other  debts  of  the  company^ 
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and  claims  against  it  at  that  time,  were  provided  for,  the  company 
had,  in  safe  securities  of  the  character  specified  in  this  act,  an  amount 
equal  to  the  net  value  of  all  its  policies  in  force ;  and  that  said  com- 
pany is  entitled  to  do  business  in  its  own  State. 

8.  Every  life  insurance  company  doing  business  in  this  State 
during  the  year  for  which  the  statement  is  made,  that  fails  promptly 
to  furnish  the  certificate  aforesaid,  shall  be  required  to  make  full  de- 
tailed lists  of  policies  and  securities  to  the  insurance  commissioner  of 
this  State,  and  shall  be  liable  for  all  charges  and  expenses  consequent 
upon  not  having  furnished  said  certificate. 

9.  For  every  company  doing  fire  insurance  business  in  this  State 
he  shall  calculate  the  reinsurance  reserve  for  unexpired  fire  risks  by 
taking  fifty  per  cent  of  the  premiums  received  on  all  unexpired  risks 
that  have  less  than  one  year  to  run,  and  a  pro  rata  of  all  premiums 
received  on  risks  that  have  more  than  one  year  to  run,  provided  that 
when  the  reinsurance  reserve,  calculated  as  above,  is  less  than  forty 
per  cent  of  all  the  premiums  received  during  the  year,  the  reinsurance 
reserve  in  this  case  shall  be  the  whole  of  the  premiums  received  on 
all  its  unexpired  risks. 

10.  In  marine  and  inland  insurance  he  shall  charge  all  the  pre- 
miums received  on  unexpired  risks  as  a  i^insurance  reserve. 

11.  Having  charged  against  a  company  the  reinsurance  reserve,  as 
above  determined,  for  fire,  inland,  and  marine  insurance,  and  adding 
thereto  all  other  debts  and  claims  against  the  company,  lie  shall,  in 
case  he  finds  the  capital  stock  of  the  company  impaired  to  the  extent 
of  twenty  per  cent,  give  notice  to  the  company  to  make  good  its 
whole  capital  stock  within  sixty  days ;  and  if  this  is  not  done,  he 
shall  require  the  company  to  cease  to  do  new  business  within  this 
State,  and  shall  thereupon,  in  case  the  company  is  organized  under 
authority  of  this  State,  immediately  institute  legal  proceedings,  as  re- 
quired in  this  act,  to  determine  what  further  shall  be  done  in  the  case. 

Any  company  receiving  the  aforesaid  notice  of  the  superinten- 
dent to  make  good  its  whole  capital  stock  within  sixty  days,  shall 
forthwith  call  upon  its  stockholders  for  such  amounts  as  will  make  its 
capital  equal  to  the  amdunt  fixed  by  the  charter  of  said  company;  and 
in  case  any  stockholder  of  such  company  shall  neglect  or  refuse  to 
pay  the  amount  so  called  for,  after  notice  personally  given,  or  by  ad- 
vertisement, in  such  time  and  manner  as  the  said  superintendent 
shall  approve,  it  shall  be  lawful  for  the  said  company  to  require  the 
return  of  the  original  certificate  of  stock  held  by  such  stockholder, 
and  in  lieu  thereof  to  issue  new  certificates  for  such  number  of  shares 
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as  the  said  stockholder  may  be  entitled  to,  in  the  proportion  that  the 
ascertained  value  of  the  funds  of  the  said  company  may  be  found  ta 
bear  to  the  original  capital  of  the  said  company ;  the  value  of  such 
shares,  for  which  new  certificates  shall  be  issued,  to  be  ascertained 
imder  the  direction  of  the  said  superintendent,  and  the  company  pay^ 
ing  for  the  fi*actional  parts  of  shares ;  and  it  shall  be  lawful  for  the 
directors  of  such  company  to  create  new  stock  and  dispose  of  the 
same,  and  to  issue  new  certificates  therefor,  to  any  amount  sufficient 
to  make  up  the  original  capital  of  the  company. 

Whenever  the  capital  stock  of  any  joint-stock  fire  or  marine  insur- 
ance company  of  this  State  becomes  impaired,  the  commissioner  may, 
in  his  discretion,  permit  the  said  company  to  reduce  its  capital  stock 
and  the  par  value  of  its  shares  in  proportion  to  the  extent  of  impair* 
ment :  Provided  that,  in  fixing  such  reduced  capital,  no  sum  exceed- 
ing twenty-five  thousand  dollars  shall  be  deducted  fi-om  the  assets  and 
property  on  hand,  which  shall  be  retained  as  surplus  assets ;  and  pro- 
vided, that  no  part  of  such  assets  and  property  shall  be  distributed  to 
the  stockholders ;  and  provided,  further,  that  the  capital  stock  shall 
not  be  reduced  to  an  amount  less  than  that  required  by  law  for  the 
organization  of  a  new  company. 

To  examine,  or  cause  to  be  examined,  every  detail  of  the  business 
of  any  company  transacting  business  of  insurance  within  this  State, 
whenever  in  his  judgment  such  examination  is  required  by  the  in- 
terests of  the  policyholders  of  such  company. 

12.  It  shall  be  the  duty  of  the  insurance  commissioner,  after  he 
has  notified  a  hfe  insurance  company,  organized  under  authority  of 
this  State,  to  cease  doing  new  business  imtil  the  net  value  of  its  poli- 
cies in  force  is  equal  to  that  called  for  by  the  standard  of  safety  estab- 
lished by  the  State,  at  once  to  cause  a  rigid  examination  in  regard 
to  all  the  affairs  of  such  company :  in  case  it  shall  appear  that  there  is 
no  fraud  or  gross  incompetency  or  recklessness  shown  to  exist  in  the 
management,  he  may,  upon  publishing  the  facts  in  the  case,  permit 
such  company  to  continue  in  charge  of  its  business  for  one  year,  pro- 
vided there  is,  in  his  opinion,  reason  to  believe  that  the  company  may 
eventually  be  able  to  reestablish  the  legal  net  value  of  all  its  policies 
in  force.  At  the  end  of  the  year  named  above,  he  may  renew  the  per- 
mission, in  case,  on  examination,  he  is  satisfied  that  the  company  is 
likely  to  retrieve  its  affairs. 

13.  In  case  the  Insurance  Commissioner  does  not  permit  the  com- 
pany to  continue  in  the  control  of  its  old  business,  it  is  hereby  made 
his  duty  to  institute  the  necessary  proceedings  for  the  protection  of 
its  policy-holders,  in  accordance  with  the  laws  of  this  State. 
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14.  To  publish  the  result  of  his  examination  of  the  affairs  of  any 
company,  whenever  he  deems  it  for  the  interest  of  the  public  so  to  do, 
in  one  or  more  papers  of  this  State. 

15.  To  suspend  the  entire  business  of  any  company  of  this  State, 
and  the  business,  within  this  State,  of  any  other  company,  during  its 
non-compliance  with  any  provision  of  this  act,  or  whenever  its  assets 
appear  to  him  insufficient  to  justify  its  continuance  in  business,  by  sus- 
pending or  revoking  the  certificate  granted  by  him ;  and  to  gi\'e  no- 
tice thereof  to  the  insurance  commissioner,  or  other  similar  officer  of 
every  State,  and  publish  the  same  in  the  paper  in  which,  by  law, 
State  notices  are  required  to  be  published. 

16.  To  institute,  or  cause  to  be  instituted,  the  necessary  proceed- 
ings, under  the  laws  of  this  State,  to  close  the  affairs  of  any  company 
of  this  State  which  shall  appear  to  him  upon  examination  to  be  in- 
solvent, or  fraudulently  conducted. 

17.  To  report  in  detail,  to  the  attorney-general,  any  violation  of 
law  relative  to  insurance  companies,  their  officers  or  agents,  or  the 
business  of  insurance. 

18.  To  furnish  to  the  companies  required  by  this  act  to  report  to 
him  the  necessary  blank  forms  for  the  statements  required. 

19.  To  preserve,  in  permanent  form,  a  full  record  of  his  proceed- 
ings, and  a  concise  statement  of  the  condition  of  each  company  or 
agency  visited  or  examined. 

20.  At  the  request  of  any  person,  and  on  payment  of  the  fee,  to 
give  certified  copies  of  any  record  or  papers  in  his  office,  when  he 
deems  it  not  prejudicial  to  public  interests  so  to  do,  and  to  give  such 
other  certificates  as  this  act  provides  for. 

21.  To  report  annually  to  the  Legislatiure,  on  or  before  the 

day  of  ,  the  names  and  compensation  of  his  clefks ;  the 

receipts  and  expenses  of  his  department  for  the  year;  his  official  acts; 
the  condition  of  companies  doing  business  in  this  State ;  and  such 
other  information  as  will  exhibit  the  affairs  of  his  department. 

22.  To  send  a  copy  of  his  annual  report  to  the  insurance  commis- 
sioner, or  other  similar  officer,  of  every  other  State,  and  to  each  com- 
pany doing  business  in  this  State. 

23.  On  request,  to  communicate  to  the  insurance  commissioner  of 
any  other  State  in  which  the  substantial  provisions  of  this  act  shall  be 
enacted,  any  facts  which,  by  law,  it  is  his  duty  to  ascertain  respecting 
companies  of  this  State  doing  business  within  such  other  State. 

24.  To  adopt  and  to  renew,  from  time  to  time,  when  necessary, 
with  the  approval  of  the  governor,  a  seal  of  office,  an  impression  and 


Digitized  by 


Google 


252 

description  whereof,  with  the  governor's  certificate  of  approval,  shall 
be  filed  in  the  office  of  the  secretary  of  state. 

25.  It  shall  be  his  duty  to  see  that  no  company  is  permitted  to 
insure  lives,  in  this  State,  whose  charter  authorizes  it  to  do  fire, 
marine,  or  inland  insurance  business. 

General  powers. 

§  16.  The  insurance  commissioner,  for  the  purposes  of  examina- 
tions authorized  by  law,  has  power,  either  in  person  or  by  one  or 
more  examiners  by  him  commissioned  in  writing : 

1.  To  require  fi-ee  access  to  all  books  and  papers,  within  this  State, 
of  any  insurance  company,  or  the  agents  thereof,  doing  business 
within  this  State. 

2.  To  summon  and  examuie  any  person  being  within  this  State, 
under  oath,  which  he  or  any  examiner  may  administer,  relative  to  the 
affeirs  and  condition  of  any  company. 

3.  For  probable  cause,  to  visit,  at  its  principal  office,  wherever  it 
may  be,  any  insurance  company  not  of  a  State  in  which  the  substan- 
tial provisions  of  this  act  shall  be  enacted,  and  doing  business  in  this 
State,  for  the  purpose  of  investigating  its  affairs  and  condition ;  and 
to  revoke  its  certificate  in  this  State,  if  it  does  not  permit  an  examina- 
tion. 

4.  To  revoke  or  modify  any  certificate  of  authority,  when  any 
conditions  prescribed  by  law  for  granting  it  no  longer  exist 

5.  The  insurance  commissioner  has  also  power  to  institute  suits 
and  prosecutions,  either  by  the  attorney-general,  or  such  other  attor- 
ney as  tl^e  commissioner  may  designate,  for  any  violation  of  this  act ; 
and  the  commissioner  shall  be  made  a  party  to  any  proceedings 
instituted  for  the  purpose  of  closing  up  the  affairs  of  any  company, 
when  the  same  shall  not  be  in  the  name  of  the  people  of  the  State. 


Penalty  for  refusal  to  testify, 

§  17.  Whoever,  without  justifiable  cause,  being  within  this  State, 
refuses  to  appear  and  testify  before  the  commissioner  when  so  re- 
quired, or  obstructs  him  in  the  discharge  of  his  duty,  shall  for  each 
offense  be  punished  in  a  fine  not  exceeding  one  thousand  dollars,  or 
by  imprisonment  not  exceeding  one  year. 
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Evidence, 

§  1 8.  Every  instrument  executed  by  the  commissioner  of  this  State, 
or  of  any  other  State  in  which  the  substantial  provisions  of  this  act 
shall  be  enacted,  pursuant  to  authority  conferred  by  this  act,  and 
authenticated  by  his  seal  of  office,  shall  be  received  as  evidence  in 
this  State ;  and  copies  of  papers  in  his  office  certified  by  him,  and  so 
authenticated,  shall  be  received  as  evidence  in  this  State  with  the 
same  effect  as  the  originals. 

£very  such  instrument  so  executed  and  authenticated  by  the  com- 
missioner x)f  this  State  shall  be  recorded  in  the  same  manner,  and  the 
same  and  its  record  shall  have  the  like  effect,  as  if  acknowledged  or 
proved  according  to  law. ' 

The  impression  of  the  seal  may  be  directly  on  paper,  with  or  with- 
out tenacious  substance. 

Fees. 

5  19.  There  shall  be  paid  by  every  company,  to  whom  this  act 
applies,  the  following  fees  toward  defraying  the  expenses  of  executing 
its  provisions: 

Upon  filing  the  declaration  or  certified  copy  of  charter,  twenty- 
five  dollars. 

Upon  filing  the  annual  statement,  or  certificate  in  lieu  thereof, 
twenty  dollars. 

For  each  certificate  of  authority  and  certified  copy  thereof,  two 
dollars. 

For  every  copy  of  any  paper  filed  in  the  department,  [or  bureau,] 
the  sum  of  twenty  cents  per  folio ;  and  for  affixing  the  official  seal  to 
such  copy  and  certifying  the  same,  one  dollar. 

For  valuing  policies  of  life  insurance  companies,  ten  dollars  per 
million  of  insurance,  or  any  fraction  thereof. 

For  official  examinations  of  companies  under  this  act,  'the  actual 
expenses  incurred. 

For  countersigning  and  registering  policies  and  annuity  bonds,  the 
reasonable  expenses  of  custody,  registration,  and  issue. 

Deficiency. 

§  20.  In  case  the  necessary  expenses  of  said  department  exceed 
the  amount  of  fees  collected  under  this  act,  and  paid  into  the  State 
treasury,  (exclusive  of  the  tax  upon  premiums,)  the  excess  of  such  ex- 
penses shall  be  annually  assessed  by  the  commissioner,  in  equal 
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shares,  upon  all  the  insurance  companies  doing  business  in  this  State  ; 
and  the  commissioner  has  power  to  collect  such  assessments  and  pay 
the  same  into  the  State  treasury. 

Countersigning  securities, 

§  21.  No  transfer  by  the  insurance  commissioner  of  securities  of 
any  kind,  in  any  way  held  by  him  in  his  official  capacity,  is  valid 
unless  countersigned  by  the  treasurer  of  the  State. 

It  is  the  duty  of  the  State  treasurer : 

f.  To  countersign  any  such  transfer  presented  to  him  by.^e  com- 
missioner ; 

2.  To  keep  a  record  of  all  such  transfers,  stating  the  name  of  the 
company  from  whose  account  the  transfer  is  made;  the  name  of  the 
transferee,  unless  transferred  in  blank;  and  a  description  of  the 
security ; 

3.  Upon  countersigning,  to  advise  by  mail  the  company  concerned 
of  the  particulars  of  the  transaction  ; 

4.  In  his  annual  report  to  the  Legislature,  to  state  the  amount  of 
transfers  countersigned  by  him. 

Access  to  books, 

§  22.  For  the  purpose  of  verifying  the  correctness  of  records,  the 
commissioner  is  entitled  to  free  access  to  the  treasurer's  record  re- 
quired by  section  21,  and  the  treasurer  is  entitled  to  free  access  to  the 
books  and  other  documents  of  the  insurance  department,  relating  to 
securities  held  by  the  commissioner. 
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PROVISIONS   APPLICABLE    TO   ALL   CLASSES    OF 
COMPANIES. 

Article  I.  Authority  to  do  business,  and  restrictions  on  the  powers 
of  companies  and  agents. 
II.  Annual  statements. 
III.  Service  of  process  on  companies  not  of  this  State. 

ARTICLE  I. 

AUTHORITY     TO    DO     BUSINESS,  AND     RESTRICTIONS     ON    POWERS   OF 
COMPANIES  AND   AGENTS. 

Section  23.  Business  of  insurance  unlawful  except  as  frovided  in  this  act, 

24.  Insurance  depending  on  life  not  to  be  connected  with  other 

business, 

25.  Approval  of  charter^  etc,  by  attoniey-general. 

26.  Investment  of  capital, 

ij.  Examination  of  capital  arid  securities, 

28.  Conditions  of  conunencing  business, 

29.  Agent's  certificate  of  authority. 

30.  Contents  of  advertisements. 

3 1 .  Restrictions  on  holding  real  estate. 

32.  Companies  must  examine  their  own  securities. 

33.  Petialty  for  violation  of  act. 
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PROVISIONS  APPLICABLE  TO  ALL  CLASSES  OF 
COMPANIES. 


Business  of  Insurance  unlawful  except  as  provided  in  this  act 

§  23.  It  is  unlawful  for  insurers  or  their  agents  to  make,  negotiate, 

or  solicit,  within  this  State,  any  contract  of  insurance,  except  as 

authorized  in  this  act. 

insurance  depending  on  life  not  to  be  connected  with  other  business, 
§  24.  No  company  hereafter  organized  in  this  State  shall  make 
insurance  upon  the  lives  of  individuals,  nor  grant,  purchase,  or  dis- 
pose of  annuities  unless  organized  solely  therefor,  and  doing  such 
business  exclusively.  * 

Approval  of  cliarter  by  attorney -general, 

§  25.  No  declaration  of  organization  or  charter  of  an  insurance 
company  formed  under  any  general  law  of  this  State,  and  no  altera- 
tion or  amendment  thereof,  shall  be  operative  until  it  has  been  sub- 
mitted to  the  attorney-general  for  examination  ;  and  found  by  him  to 
be  in  accordance  with  the  provisions  of  this  act,  and  of  such  general 
law,  and  not  inconsistent  with  the  constitution  and  laws  of  the  United 
States  and  of  this  State ;  and  so  certified  by  him,  and  delivered  to  the 
insurance  commissioner. 

Investment  of  capital, 

§  26.  The  capital  stock  and  accumulations  of  any  insurance  com- 
pany of  this  State,  shall  be  invested  in  the  bonds  or  treasury  notes  of 
the  United  States,  or  bonds  of  this  State  or  any  other  State  of  tlie 
United  States,  or  of  any  city,  town,  or  county  of  this  State  or  of  any 
other  State  of  the  United  States  having  legal  authority  to  issue  the 
same,  bearing  interest ;  or  they  may  be  invested  or  loaned  on  mort- 
gages of  unencumbered  real  estate  in  this  or  any  other  State  of  the 
United  States,  worth  at  least  double  the  amount  loaned  thereon,  ex- 
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elusive  of  buildings ;  except  when  such  buildings  are  insured  and  the 
policies  duly  assigned  as  additional  security,  or  loaned  on  pledges  of 
any  of  the  securities  named  in  this  s«ction :  Provided  always,  that  the 
current  market  value  of  such  pledged  securities  shall  be  at  all  times 
during  the  continuance  of  such  loans  at  least  twenty  per  cent  more 
than  the  sum  loaned  on  them,  and  all  such  loans  are  subject  to  the 
power  of  the  company  to  terminate  the  same  in  case  of  depreciation 
of  the  securities  below  that  limit :  zxi^  provided  ^2X  in  all  investments 
made  upon  mortgage  securities  the  evidence  of  the  debt  shall  accom- 
pany the  mortgage  or  deed  of  trust.  • 

No  dividends  shall  be  paid  except  from  surplus  in  excess  of  the 
minimum  capital  stock  required  by  law,  reserve  fund  for  reinsurance 
of  policies,  and  other  liabilities  of  the  company. 

But  this  section  shall  not  be  construed  to  affect  the  power  of  a 
company  to  make  dividends  not  impairing  its  capital  and  its  reserves. 

Examination  of  capital  and  securities, 

§  27.  Before  any  insurance  company  of  this  State  shall  do  any 
business,  the  insurance  commissioner  shall  cause  an  examination  to 
be  made,  either  by  himself  or  by  a  disinterested  person  appointed  by 
him  for  that  purpose,  who  shall  certify,  under*  oath,  that  the  capital 
herein  required  of  the  company  named  in  the  charter,  according  to 
the  nature  of  the  business  proposed  to  be  transacted  by  such  com- 
pany, has  been  paid  in  in  money,  and  invested  in  such  securities  as 
are  required  by  section  26  of  this  act  or,  if  a  mutual  company,  that  it 
has  received  and  is  in  actual  possession  of  the  premiums, *or  bon&fide , 
engagements  of  insurance,  or  other  securities,  as  the  case  may  be,  to 
the  full  extent  and  of  the  value  required  by  law ;  and  the  name  and 
the  residence  of  the  maker  of  each  premium  note  forming  part  of  the 
capital  or  assets,  and  the  amount  of  such  note,  shall  be  reported  to 
the  commissioner ;  and  the  corporators  or  officers  of  such  company 
shall  be  required  to  certify,  under  oath,  that  the  capital  exhibited  to 
those  persons  is  bond-fide  property  of  the  company ;  which  certifi- 
cates shall  be  filed  in  the  office  of  the  commissioner. 

Conditions  of  commencing  business, 

§  28.  Before  any  insurance  company  shall  commence  business  in 
this  State,  the  following  conditions  must  be  complied  with. 

1.  It  must  be  fully  organized. 

2.  If  it  be  a  company  not  of  this  State,  a  copy  of  its  charter,  duly 
accepted,  or  its  declaration  of  organization  or  deed  of  settlement. 


Digitized  by 


Google 


^59 

duly  approved,  as  provided  in  section  15,  and  duly  certified  by  the 
insurance  commissioner  or  other  proper  officer  of  its  own  State  or 
nation,  with  his  certificate  that  the  company  is  entitled  to  assume 
risks  and  issue  policies  therein,  together  with  the  stipulation  respect- 
ing service  of  process  in  this  State,  required  by  Article  III.  of  this 
title,  and  a  statement  of  the  place  where  it  is  located,  must  be  filed 
with  the  insurance  commissioner  of  this  State. 

3.  It  must  procure  from  the  insurance  commissioner  of  this  State  a 
certificate  that  it  has  complied  with  the  provisions  of  the  law  of  this 
State  applicable  to  it,  and  is  entitled  to  assume  risks  and  issue  poli- 
cies in  this  State. 

Agent's  certificate  0/ authority, 

§  29.  No  person  shall  act  as  agent,  in  this  State,  for  any  company 
not  of  this  State,  in  any  matter  whatever  relating  to  risks,  until 
the  last  section  has  been  complied  with  on  the  part  of  the  company, 
and  he  has  received  from  the  insurance  commissioner  a  certificate  of 
authority,  stating  that  the  foregoing  requirements  have  been  complied 
with,  a  record  of  which  certificate  shall  be  kept  in  the  office  of  the 
commissioner.  A  renewal  certificate  must  be  procured  and  filed  in 
the  month  of  in  each  year. 

Contents  0/  advertisements, 

§  30.  Every  agent  of  any  insurance  company,  not  of  this  State, 
shall,  in  all  advertisements  of  such  agency,  publish  the  location  of  the 
company,  giving  the  name  of  the  city,  town,  or  village  in  which  the 
company  is  located,  and  the  State  or  government  under  the  laws  of 
which  it  is  organized. 

Restrictions  on  holding  real  estate, 

§  31.  It  is  unlawful  for  any  insurance  company  of  this  State  to 
purchase,  hold,  or  convey  real  estate  anywhere,  and  for  any  other 
insurance  company  to  purchase,  hold,  or  convey  real  estate  within 
this  State,  except  for  the  purposes  and  in  the  manner  and  time  fol- 
lowing : 

1.  Such  as  shall  be  requisite  for  its  accommodation  in  the  transac- 
tion of  its  business ;  or, 

2.  Such  as  shall  have  been  mortgaged  to  it  in  good  faith,  by  way 
of  security  for  loans  previously  contracted,  or  for  moneys  due;  or, 
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3.  Such  as  shall  have  been  conveyed  to  it  in  satisfaction  of  debts 
previously  contracted  in  the  course  of  its  dealings ;  or, 

4.  Such  as  shall  have  been  purchased  at  sales  upon  judgments,  de- 
crees, or  mortgages  obtained  or  made  for  such  debts. 

Real  estate  lawfully  acquired  as  aforesaid,  and  not  necessary  for  the 
accommodation  of  the  company  in  the  transaction  of  its  business, 
shall  be  sold  and  disposed  of  within  five  years  after  its  acquiring  title 
to  the  same ;  unless  the  company  procures  a  certificate  from  the  in- 
surance commissioner  that  the  interests  of  the  company  will  sufier 
materially  by  a  forced  sale  thereof,  and  extending  the  time  for  the 
sale  to  a  period  fixed  in  said  certificate. 

Any  company  of  a  State  in  which  the  substantial  provisions  of  this 
act  shall  be  enacted,  may  purchase,  hold,  and  convey  real  estate 
within  this  State,  or  any  other  of  the  said  States,  for  the  purposes  and 
in  the  time  and  manner  above  provided  for. 

CotnpanUs  must  examine  tJuir  own  securities, 

§  32.  Every  insurance  company  having  deposited  securities  with 
the  insurance  commissioner,  whether  under  this  act  or  any  other,  must, 
by  its  president,  secretary,  or  attorney,  examine  the  securities  and 
compare  them  with  the  books  of  the  department  \ar  bureau]  once  or 
more  in  each  calendar  year,  at  such  times,  in  ordinary  business  hours, 
as  the  company  may  direct,  and  if  found  correct,  give  the  commis- 
sioner a  written  acknowledgment  that  the  same,  designating  the 
kinds  and  the  amounts,  are  in  his  custody  at  the  date  of  the  acknow- 
ledgment. 

Penalty  for  violation  of  act, 

§  33.  Each  violation  of  this  act  shall  subject  the  party  violating  to 
a  penalty  of  five  hundred  dollars,  to  be  sued  for  and  recovered  in  the 
name  of  the  people,  either  as  prescribed  by  subdivision  5  of  section 
16,  in  which  case  it  shall  be  paid  into  the  fimds  of  the  insurance  de- 
partment, \or  bureau,]  or  by  the  district  attorney  of  the  county  in 
which  the  company  or  persons  so  violating  shall  be  situated,  in  which 
case  one  half  shall  be  paid  into  the  treasury  of  such  county,  and  the 
other  half  to  the  informer  of  such  violation. 

In  case  of  non-payment  of  the  penalty,  the  offender  is  liable  to  im- 
prisonment for  a  period  not  exceeding  six  months,  in  the  discretion  of 
any  court  having  cognizance  thereof. 
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ARTICLE     II. 

ANNUAL   STATEMENT. 

Section  34.  Annual  statements  required, 

35.  Form  0/ statements. 

36.  Additional  questions. 

37.  Verification  0/  statements. 

38.  Company  in  default  to  do  no  new  business. 

39.  Penalty  for  neglect  tojnake  statement. 

40.  False  stcUements. 

41.  PubliccUion  of  statements. 

42.  Receivers  and  trustees. 

Annual  statements  required. 

§  34.  Every  insurance  company  doing  business  in  this  State  musi 
transmit  to  the  insurance  commissioner  a  statement  of  its  condition 
aod  business  for  the  year  ending  on  the  preceding  31st  of  December, 
which  statement  shall  be  rendered  on  the  ist  day  of  January  follow- 
ing, or  within  sixty  days  thereafter ;  except  that  foreign  companies 
shall  transmit  their  statement  of  business,  other  than  that  done  in  the 
United  States,  prior  to  the  following  first  day  of  July. 

Form  of  statements, 

§  35.  The  annual  statements  required  by  the  last  section  nAist  be 
in  form,  and  state  the  particulars  required  by  the  blanks  prescribed 
by  the  commissioner. 

AdditioncU  questions, 

§  36.  The  insiurance  commissioner  may  require,  at  any  time,  state- 
ments fi-om  any  company  doing  business  within  this  State,  or  any  of 
its  officers  or  agents,  on  such  points  as  he  deems  necessary  and  proper 
to  elicit  a  fiill  exhibit  of  its  business  and  standing. 

Verification  of  stcUements. 

§  37.  The  statements  required  under  this  act  must  be  verified  by 
the  signature  and  oath  of  the  president  or  vice-president,  with  those 
of  the  secretary  or  actuary ;  or  by  those  of  a  majority  of  the  direc- 
tors. 
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Company  in  default  to  do  no  new  business. 

§  38.  No  company  having  neglected  to  file  a  statement  required 
from  it,  within  the  time  and  in  the  manner  prescribed,  shall  do  any 
new  business,  after  notification  by.  the  commissioner,  while  such  ne- 
glect continues. 

Penalty  for  neglect  to  make  statement. 

§  39.  Any  company  neglecting  to  make  and  transmit  any  state- 
ment required  shall  forfeit  one  hundred  dollars  for  each  day's  neglect. 

False  statements:  ^ 

§  40.  Any  company  or  person  willfully  making  a  false  statement  in 
any  report  to  the  commissioner  is  liable  to  a  fine  of  not  less  than 
$500,  and  not  more  than  $iqoo,  to  be  imposed  by  any  court  of  com- 
petent jurisdiction. 

Publication  of  statements. 

§  41.  The  insurance  commissioner  has  authority  to  prevent  publi- 
cation of  any  part  of  the  statement,  made  under  this  article,  until  his 
annual  report  to  the  legislature  is  made. 

Receivers  and  trustees. 

§  42.  Every  receiver  or  other  judicially  appointed  trustee  of  an  in- 
surance company  of  this  State,  must  make  the  statements  required 
under  tjiis  article,  and  all  the  provisions  of  this  article  shall  apply  to 
such  receivers  or  trustees. 
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ARTICLE   III. 

SERVICE   OF   PROCESS   ON   COMPANIES   NOT   OF   THIS   STATE. 

Section  43.  Service  0/  process  on  companies  not  of  this  State. 

44.  Revocation  of  stipulation, 

45.  Effect  and  proof  of  service, 

46.  Commissioner  to  forward  process  served  on  him. 

47.  Troces^' defined. 

Service  of  process  on  companies  not  of  this  StcUe, 

§  43.  No  insurance  company  not  of  this  State,  nor  its  agents,  shall 
do  business  in  this  State,  until  it  has  filed  with  the  insurance  commis- 
sioner of  this  State  a  written  stipulation,  duly  authenticated  by  the  ^ 
company,  agreeing  that  any  legal  process  affecting  the  company, 
served  on  the  insurance  commissioner  or  his  deputy,  shall  have  the 
same  effect  as  if  served  personally  on  the  company  within  this  State. 

Any  such  company  may,  at  its  option,  explicitly  designate  in  its 
stipulation  its  principal  office  or  agency  in  this  State,  and  in  such  case 
the  stipulation  may  be  that  any  legal  process  served  on  the  insurance 
commissioner  or  his  deputy,  and  also  on  the  person  in  charge  of  such 
office  at  the  time  when  service  is  made,  shall  have  the  same  effect  as 
if  served  personally  on  the  company ;  and  that  if  there  be  no  person 
in  charge,  or  if  he  keep  himself  concealed,  or  avoid  service,  such  pro- 
cess may  be  served  on  him,  or  at  such  office,  by  publication,  or  post- 
ing, or  otherwise,  in  the  manner  which  shall  then  be  prescribed  by  the 
law  of  this  State  for  substituted  service ;  and  that  if  such  company, 
should  cease  to  maintain  such  an  office  in  this  State,  so  designated^ 
such  process  may  thereafter  be  served  on  the  insurance  commissioner 
or  his  deputy  alone. 

Revocation  of  stipulation, 

§  44.  So  long  as  any  liability  of  the  stipulating  company  to  any 
resident  of  this  State  continues,  such  stipulation  can  not  be  revoked  or 
modified ;  except  that  a  new  one  may  be  substituted  so  as  to  require 
or  dispense  with  service  at  the  office,  or  to  change  the  designation  of 
such  office. 
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Effect  and  proof  of  wince. 

%  45.  Service  of  process,  according  to  a  stipulation  under  section 
43,  shall  be  sufficient  personal  service  on  the  company. 

A  copy  of  such  stipulation  certified  by  the  commissioner,  and  his 
certificate  of  the  revocation  or  modification  of  such  stipulation,  that  a 
company  has  no  office  within  the  State  duly  designated  by  such  sti- 
pulation, and  that  process  has  been  duly  served  on  him  or  his  deputy, 
or  either  of  such  facts,  shall  be  sufficient  evidence  thereof. 

Commissioner  to  forward  process  served  on  him, 

§  46.  When  process  against  or  affecting  an  insurance  Oampany  is 
served  on  the  insurance  commissioner  or  his  deputy,  he  must  file  the 
same,  and  mail  a  certified  copy  to  the  company  at  its  home  office, 
postage  prepaid. 

Process  includes  writ^  summons^  or  order, 

§  47.  The  term  "  process"  in  this  act  includes  any  writ,  summons, 
or  order,  whereby  any  action,  suit,  or  proceeding  shall  be  commenced, 
or  which  shall  be  issued  in  or  upon  any  action,  Suit,  or  proceeding. 
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TITLE   IV. 


FIRE    AND    INLAND    INSURANCE    COMPANIES. 

Section  48.  Minimum  of  capitals 

49.  Mutual  companies, 

50.  Limit  of  risks. 

51.  Restrictions  on  dividends. 

52.  Insured  may  participate  iii  profits. 

53.  American  fire  companies  need  not  deposit. 

54.  Foreign  companies  required  to  make  deposit. 

55.  In  what  cases  deposit  dispensed  with, 
r6«  Capital^  how  computed. 

C7.    Annual  certificate. 

58.    Provisions  of  this  title  apply  to  inland  insurance  companies. 
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FIRE  INSURANCE  COMPANIES. 


Minimum  of  capital, 

§  48.  No  joint-stock  fire  insurance  company  shall  b^  organized  in 
this  State,  or  do  business  in  this  State,  unless  it  has  at  least  two  hun^* 
dred  thousand  dollars  capital 

Mutual  companies, 

§  49.  No  mutual  fire  insurance  company  not  of  this  State  shall  do 
business  in  this  State. 

Limit  of  risks, 

§  50.  No  fire  or  inland  insurance  company  of  this  State,  or  doing 
business  in  this  State,  shall  expose  itself  to  any  loss  on  any  one  fire  or 
inland  navigation  risk  or  hazard,  either  by  one  or  more  policies^  to  aa 
amount  exceeding  ten  per  cent  of  its  paid-up  capital,  whether  reinsur- 
ed or  not 

Restrictions  on  dividends, 

§  51.  No  fire  insurance  company  shall  make  any  dividend,  except 
fi-om  the  surplus  profits  arising  fi-om  its  business.  In  estimating  such 
profits,  there  shall  be  reserved  therefirom : 

1.  A  sum  equal  to  the  whole  amount  of  premiums  on  unexpired 
risks  and  policies,  which  are  hereby  declared  to  be  unearned  premi- 
ums; 

2.  All  sums  due  the  company  on  bonds  and  mortgages,  bonds, 
stocks,  and  book  accounts,  of  which  no  part  of  the  principal,  nor  the 
interest  thereon,  has  been  paid  during  the  preceding  year,  and  for  which 
foreclosure  or  suit  has  not  been  commenced,  or  which,  afler  judg- 
ment obtained  thereon,  shall  have  remained  more  than  two  years  un- 
satisfied, and  on  which  interest  shall  not  have  been  paid  ;  and, 

3.  All  interest  due  or  accrued  and  remaining  unpaid. 
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I^ovided^  that  any  company  may  declare  dividends  not  exceeding 
ten  per  cent  on  its  capital  stock,  in  any  one  year,  that  possesses  an 
accumulated  fund  in  addition  to  the  amount  of  its  capital  stock,  and 
of  such  dividend,  and  all  actual  outstanding  liabilities,  equal  to  one 
half  of  the  amount  of  all  premiums  on  risks  not  terminated  at  the  time 
of  making  such  dividend.  Any  dividend  made  contrary  to  this  sec- 
tion shall  subject  the  company  making  the  same  to  a  forfeiture  of  its 
charter,  and  each  stockholder  receiving  it  to  a  liability  to  the  creditors 
of  such  company,  to  the  extent  of  the  dividend  received,  beside,  the 
other  penalties  and  punishments  prescribed  by  law.  This  section  shaU 
not  apply  to  the  declaration  of  scrip  dividends  by  participating  com- 
panies ;  but  no  such  scrip  dividend  shall  be  paid,  except  from  surplus 
profits  after  reserving  all  sums  as  above  provided,  including  the  whole 
amount  of  premiums  on  unexpired  risks. 

,  The  word  "  year,"  wherever  used  in  this  section,  shall  be  construed 
to  mean  the  calendar  year. 

Insured  may  participate  in  profits. 

§  52.  Any  joint-stock  fire  insurance  company  may  (upon  the  writ- 
ten consent  of  the  holders  of  three  fourths  in  amount  of  the  stock) 
permit  the  insured  to  participate  in  the  profits  of  its  business,  and  pro- 
vide how  far  any  scrip,  issued  to  the  insured  for  such  profits,  shall  be 
liable  for  the  losses  to  be  sustained;  and  any  company  so  doing, 
whenever  an  amount  not  less  than  one  hundred  thousand  dollars  has 
been  accumulated,  and  scrip  so  issued  therefor,  may,  upon  the  written 
consent  of  the  holders  of  three  fourths  in  amoimt  of  the  stock,  pay  off 
and  cancel  an  amount  of  the  original  cash  capital  equal  to  one  half 
of  the  accumulated  profits,  and  so  may  continue  from  time  to  time 
until  the  whole  amount  of  the  original  cash  capital  is  paid  oflf :  pro- 
vided,  that  before  any  portion  of  such  capital  stock  shall  be  so  paid 
off,  proof  shall  be  exhibited  to  the  insurance  commissioner  that  an 
amount  of  accumulated  profits  has  been  realized,  scrip  issued  therefor, 
and  investments  made  thereof,  pursuant  to  the  provisions  of  section 
26  of  this  act,  at  least  equal  to  double  the  amount  so  desired  to  be 
paid  off  and  canceled,  and  the  said  commissioner  shall  also  first  certify 
that  he  is  satisfied  with  such  proof. 

American  fire  companies  need  not  deposit, 

§  53-  No  fire  insurance  company  of  any  other  State  of  the  United 
States,  in  which  the  substantial  provisions  of  this  act  shall  be  enacted, 
shall  be  required  to  make  any  deposit  in  this  State. 
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Foreign  compatUes  required  to  make  deposit, 

§  54.  No  foreign  fire  insurance  company  shall  do  business  in  tihid 
State,  unless  it  has  on  deposit  with  the  commissioner  of  this  State,  for 
the  benefit  of  all  its  policy-holders  in  the  United  States,  the  sum  of 
two  hundred  thousand  dollars,  invested  and  valued  as  prescribed  in 
section  26,  or  unless  it  has  complied  with  the  next  section. 

In  what  cases  deposit  dispensed  with, 

§  55.  A  foreign  fire  insurance  company,  which  has  its  principal 
office  in  the  United  States  in  any  State  in  which  the  substantial  pro- 
visions of  this  act  shall  be  enacted,  may  file  with  the  insurance 
commissioner  of  this  State  a  certificate  made  by  the  insurance  com- 
missioner of  such  other  State,  that  he  holds  a  deposit  made  by  such 
company,  such  as  is  described  in  the  last  section. 

No  deposit  shall  be  required  in  this  State  firom  such  company 
while  the  deposit  so  certified  remains  sufficient. 

Capital^  how  computed, 

§  56.  For  the  purposes  of  this  act,  the  capital  of  any  foreign 
insurance  company,  doing  fire  insurance  business  in  this  State,  shall 
be  deemed  to  be  the  aggregate  value  of  its  deposits  with  the  insurance 
or  other  departments  of  this  State,  and  of  the  other  States  of  the 
United  States,  for  the  benefit  of  policy-holders  in  any  such  State,  or  in 
the  United  States,  and  its  assets  and  investments  certified  according 
to  the  provisions  of  this  act  in  the  United  States,  after  making  the 
same  deductions  therefi'om  for  losses  and  all  liabilities  within  the 
United  States,  and  for  premiums  on  unexpired  risks,  as  are  made  in 
the  case  of  companies  of  this  State ;  provided  that  such  assets  and 
investments  be  vested  in  and  held  within  the  United  States  by  trus- 
tees, citizens  of  the  United  States,  appointed  by  the  board  of  directors 
of  the  company,  and  approved  by  the  insurance  commissioner  of  the 
State  where  invested  for  the  benefit  of  the  policy-holders  and  creditors 
in  the  United  States.  The  trustees  so  chosen  are  hereby  empowered 
to  take,  hold,  and  convey  real  and  personal  property  for  the  purposes 
of  the  trust,  subject  to  the  same  restrictions  as  insurance  companies  of 
this  State. 

Annual  certificate, 

§  57.  The  annual  certificate  of  the  insurance  commissioner,  given 
to  any  foreign  fire  insurance  company  or  its  agents,  within  this  State, 
under  section  ,  must  state  the  amount  of  the  capital  of  the  com- 
pany, ascertained  by  him  as  defined  by  the  last  section. 
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The  provisions  of  this  title  made  atpUcable  to  inland  insurance 
companies, 

§  58.  All  the  provisions  contained  in  this  title  respecting  fire  insur- 
ance companies  shall  apply  to  companies  doing  an  inland  insurance 
business,  so  far  as,  from  the  nature  of  the  business  of  inland  insurance, 
the  same  may  be  applicable. 
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TITLE  V. 


LIFE  INSURANCE  COMPANIES. 

Section  59.  Minimum  0/ capital, 

60.  Companies  to  make  deposits, 

61 .  Deposit  to  be  held  as  security, 

62.  Certificates  of  American  compcmies  of  other  States  in  lieu 

of  deposits, 

63.  Proceedings  in  case  a  company  tvishes  to  relinquish  its  busi- 

ness, 

64.  Ihtnsfer  in  trust  to  secure  registered  policies, 

65.  Issue  of  registered  policies, 

66»  Renewed  receipts.     Canceled  policies, 
67.  Limit  of  issues, 

^,  Registered  poUcies  and  bonds  only  may  be  issued 
69.  The  State  not  liable, 

70 '.  Collection  of  interest.     Substitution  of  securities, 
71.  Companies  organized  by  Congress  to  elect  a  State  in  which 
to  have  policies  valued. 
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LIFE  INSURANCE  COMPANIES. 


Minimum  of  capital. 

§  59.  No  life  insurance  company  shall  be  organized  or  do  bunness 
in  this  State  unless  it  has  at  least  one  hundred  thousand  doUars,  capi- 
tal or  assets,  invested  as  provided  in  this  act. 

Deposits;  how  invested, 

§  60.  No  life  insurance  company  of  this  State  shall  do  business  in 
this  State  or  elsewhere,  and  no  other  life  insurance  company,  except 
as  provided  in  section  28,  shall  do  business  in  this  State,  unless  it  has 
on  deposit  with  the  insurance  commissioner  or  other  financial  officer 
of  this  State,  as  security  for  all  its  policy-holders,  stocks  or  bonds  of 
this  State  or  of  the  United  States  to  an  amount  the  actual  market 
value  of  which,  exclusive  of  mterest,  shall  never  be  less  than  one 
hundred  thousand  dollars,  which  stock  or  bonds  shall  be  retained  by 
the  commissioner  or  other  designated  officer  and  disposed  of  as  di- 
rected by  law : 

Provided^  hoTvever,  that  personal  obligations,  secured  by  first  mort- 
gages on  real  estate  within  this  State,  worth,  exclusive  of  all  buildings, 
at  least  double  the  amount  of  the  lien,  and  bearing  an  interest  of  not 
less  than  six  per  cent  per  annum,  may  be  received  by  the  said  finan- 
cial officer  of  this  State,  instead  of  bonds  or  stocks,  to  the  amount  of 
not  exceeding  fifty  thousand  dollars. 

Deposit  to  be  held  as  security. 

§  61.  As  long  as  any  policies  of  the  depositing  company  remain 
in  force,  the  insurance  commissioner  shall  hold  the  deposit  mentioned 
in  the  last  section  as  security  for  all  holders  of  its  policies. 

Certificates  of  American  companies  of  other  States  in  lieu  of  deposit. 

§  63.  Any  life  insurance  company  of  any  other  State  of  the  United 
States  in  which  the  substantial  provisions  of  this  act  shall  be  enacted, 
may  file  with  the  Insurance  Commissioner  of  this  State  a  certifi- 
cate of  the  Insurance  Commissioner  of  such  other  State,  that,  as  such 
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officer,  he  holds  in  trust  and  on  deposit,  for  the  benefit  of  all  the 
policy-holders  of  such  company,  the  deposit  above  described,  stating 
the  items  of  the  securities  so  held ;  and  that  he  is  satisfied  that  such 
securities  are  worth  one  hundred  thousand  dollars. 

No  deposit  shaU  be  required  in  this  State  while  the  said  deposit  so 
certified  remains. 

Proceedings  in  case  a  company  wishes  to  relinquish  its  business. 

§  ^3*  When  any  life  insurance  company,  doing  business  in  this 
State,  desires  to  relinquish  its  business,  the  Insiu-ance  Commissioner 
shall,  on  its  application,  under  the  oath  of  the  president  or  vice-presi- 
dent, and  secretary  or  actuary,  give  notice  of  such  intention  in  the 
paper  in  which  the  State  notices  are  directed  to  be  inserted,  at  least 
twice  a  week  for  six  months ;  and  after  such  publication  he  shall  de- 
liver up  to  such  company,  or  its  assigns,  any  securities  held  by  him 
belonging  to  it,  on  being  satisfied  by  the  exhibition  of  its  books  and 
papers,  and  on  examination,  by  himself  or  a  person  appointed  by  him, 
and  upon  the  oath  of  the  president  or  vice-president,  and  the  secre- 
tary or  actuary  of  the  same,  that  all  liabilities  due,  or  to  become  due, 
on  any  agreement  made  with  any  citizens  of  the  United  States,  are 
paid  and  extinguished.  And  the  commissioner  may  also,  firom  time 
to  time,  deliver  up  to  such  company,  or  its  assigns,  any  part  of  said 
securities,  on  being  satisfied  by  any  other  competent  proof  that  all  lia- 
bilities due,  or  to  become  due  on  any  agreement  made  by  it,  are  less 
than  one  half  of  the  amount  of  the  securities  he  still  retains. 

Any  foreign  life  insurance  company  having  made  such  publication, 
may,  in  the  discretion  of  the  Insurance  Commissioner,  withdraw  one 
half  of  its  deposit  of  one  hundred  thousand  dollars,  on  registering,  ac- 
cording to  the  provisions  of  law  for  registered  policies,  all  its  out- 
standing policies  issued  to  citizens  or  residents  of  the  United  States, 
and  covenanting  to  maintain  unimpaired  the  reinsurance  deposit  for 
such  registered  policies  at  all  future  times,  and  specially  pledging  for 
their  security  all  future  premiums  payable  on  American  policies. 

Transfer  in  trust  to  secure  registered  policies, 

§  64.  Any  life  insurance  company  of  this  State  may,  at  any  time, 
assign  to  the  insurance  commissioner  securities,  such  as  are  described 
in  section  26,  to  the  amount  of  twenty-five  thousand  dollars  or  more, 
in  addition  to  the  deposits  required  by  that  section,  to  be  held  by  him 
in  trust  for  the  benefit  of  all  holders  of  its  policies  and  bonds  register- 
ed under  section  ^6,  and  not  to  be  transferred  by  him  without  the 
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written  application  of  the  company,  or  its  receiver  duly  appointed,  and 
for  the  purpose  of  paying  such  holders. 

Issiu  of  re^tered  policies, 

§  65.  Upon  being  furnished  by  the  depositing  company  with  policies 
and  annuity  bonds,  consecutively  numbered,  executed  by  the  com- 
pany in  duplicate,  each  bearing  the  words,  "  The  present  net  value  of 
this  policy  is  secured  by  pledge  of  public  stocks  or  bonds  and  mort- 
gages," and  of  such  denominations  and  amounts  as  the  company  may 
require,,  within  the  limits  prescribed  by  section  65  the  commissioner 
shall  register  the  same  in  books  provided  for  the  purpose,  and  coun- 
tersign, seal,  and  deliver  to  the  company  the  originals,  and  file  the 
duplicates. 

Mutilated  registered  policies  and  annuity  bonds,  issued  to  a  com- 
pany, shall  be  received  back  by  the  commissioner,  and  others  deliv- 
ered in  lieu  thereof,  of  like  tenor  and  date ;  and  in  case  of  lost  policies 
or  bonds,  he  shall  furnish  certified  copies  of  the  duplicates  on  file. 

Rencival  receipts.     Canceled  policies, 

§  66.  Receipts  for  renewal  premiums  on  registered  policies  must  be 
countersigned  or  stamped  in  the  insurance  department ;  and  no  poli- 
cies shall  be  marked  off  or  canceled  on  the  books  of  a  registering 
company,  except  those  the  renewal  receipts  for  which  are  returned  to 
the  department,  or  other  proof  satisfactory  to  the  commissioner  is  fur- 
nished, that  they  have  not  been  taken  or  have  ceased  to  be  in  force. 

Limit  of  issues, 

§  67.  The  commissioner  shall  value  the  policies  and  annuity  bonds 
registered  under  the  last  section,  according  to  the  rules  prescribed  by 
section  15,  and  in  no  case  shall  the  aggregate  amount  of  the  net  value 
of  said  policies  and  bonds  issued  to  any  company  exceed  the  value  of 
the  securities  he  holds  by  its  transfer,  as  provided  in  section 

He  may,  upon  satisfactory  proof  presented  in  writing  and  filed 
with  him,  that  the  securities  so  held  by  him  exceed  the  net  present 
value  of  outstanding  registered  policies  and  annuity  bonds  issued  to 
the  depositing  company,  allow  it  to  withdraw  the  excess. 

Registered  policies  and  bonds  only  may  be  issued, 

§  68.  Hereafter  any  company  that  shall  issue  a  registered  policy 
3hall  be  thereafter  prohibited  from  issuing  unregistered  policies. 
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The  State  not  liable. 

§  69.  Nothing  in  this  act  shall  be  constraed  as  imt^ying  any  obli- 
gation on  the  part  of  the  State  to  pay  policies  or  annuity  bonds  of 
companies,  except  as  to  the  net  value  thereof  by  a  proper  application 
of  the  securities  deposited  or  transferred  to  the  objects  declared  by 
the  act 

Collection  of  interest.     Substitution  of  securities, 

§  70.  So  long  as  any  deposit  required  by  this  article  is  kept  good, 
and  the  depositing  company  is  solvent,  the  commissioner  may  permit 
the  company  to  collect  the  interest  or  dividends  on  its  securities  so 
deposited ;  and  from  time  to  time  to  withdraw  any  of  such  securities^ 
on  depositing  with  him  others  of  equal  value  and  like  character. 

Life  companies  organized  by  Congress  to  elect  a  State  in  which  to  have 
their  policies  valued^  etc, 

§  7 1.  Any  life  insurance  company,  organized  under  a  law  of  Con- 
gress, shall  elect  one  State  in  which  its  policies  shall  be  valued,  and 
the  certificate  of  the  proper  officer  of  such  State  that  such  has  been 
done,  shall  be  received  by  the  commissioner  of  this  State  as  of  the 
same  force  and  effect  as  if  such  company  had  been  organized  under 
the  laws  of  such  State. 

And  such  company  shall  comply  with  the  law  of  the  State  so 
selected  as  regards  the  deposit  required  to  be  made  therein  for  the 
protection  of  policy-holders ;  and  the  certificate  of  the  commissioner 
of  such  State  that  said  deposit  has  been  duly  made,  shall  be  received 
by  the  commissioner  of  this  State  as  of  the  same  effect  as  if  said  com- 
pany had  been  organized  under  the  laws  of  the  State  so  selected. 
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MARINE   INSURANCE  COMPANIES 

Section  72.  Minimum  of  capital, 

73.  American  marine  companies  need  not  deposit, 

74.  Foreign  companies  required  to  make  deposit, 

75.  In  what  cases  deposit  may  be  dispensed  unth^ 
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MARINE  INSURANCE  COMPANIES. 


Minimum  of  Capital, 

\  72.  No  joint-stock  marine  insurance  company  shall  hereafter  be 
organized  in  this  State,  unless  it  has  a  paid-up  capital  of  at  least  five 
hundred  thousand  dollars. 

American  marine  companies  need  not  deposit 

§  73.  No  marine  insurance  company  of  any  other  State  in  which 
the  substantial  provisions  of  this  act  shall  be  enacted,  shall  be  required 
to  make  any  deposit  in  this  State. 

Foreign  companies  required  to  make  deposit. 

§  74.  No  foreign  marine  insurance  company  shall  do  business  in 
this  State  tmless  it  has  on  deposit  with  the  commissioner  of  this  State 
the  sum  of  four  hundred  thousand  dollars,  invested  and  valued  as 
prescribed  in  section  26,  or  unless  it  has  complied  with  the  next 
section. 

In  what  cases  deposit  may  be  dispensed  with, 

§  75.  A  marine  insiurance  company  of  a  foreign  nation  which  has 
its  principal  office  for  the  United  States  in  any  State  in  which  the 
substantial  provisions  of  this  act  shall  be  enacted,  may  file  with 
the  insurance  commissioner  of  this  State  a  certificate  made  by  the  in- 
surance commissioner  of  such  other  State,  that  he  holds  a  deposit 
made  by  such  company,  such  as  is  described  in  the  last  section. 

No  deposit  shall  be  required  in  this  State  from  such  company  while 
the  deposit  so  certified  remains. 
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TITLE  VII. 


REPEALING     CLAUSES. 

Here  should  be  inserted  a  specific  enumeration  ""of  the  statutes  ^  and 
parts  of  statutes y  which  are  superseded  by  this  act^  with  a  saving  clause 
as  to  causes  of  action  and  other  vested  rights,'\ 
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A  TABLE  SHOWING  THE  TIME  OF  MEETING  OF  THE  STATE 
LEGISLATURES. 


STATES. 


Arkansas 

California 

Connecdcnt 

Delaware 

Florida 

Georgia 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts .. 

Michigan 

Minnesota 

Mississippi 

Missouri. 

Nebraska. 

Nevada. 

New  Hampshire. 

New  Jersey 

New  York 

North  Carolina. 

Ohio 

Oregon 

Pennsylvania . . . 
Rhode  Island... 
South  Carolina . 

Tennessee 

Texas 

Vermont 

Virginia 

West  Virginia.. 
Wisconsin 


Montgomery 

Little  Rock. 

Sacramento 

Hartford  and  New  Haven. 

Dover. 

Tallahassee 

Atlanta 

Springfield 

Indianapolis 

Des  Moines  

Topeka 

Frankfort 

New  Orleans 

Augusta. . ., 

Annapolis 

Boston 

Lansing. ... 

St.  Paul 

Jackson ,.. 

Jefferson  City 

Lincoln 

Carson  City 

Concord 

Trenton 

Albany 

Raleigh 

Columbus 

Salem 

Harrisburg 

Newport  and  Providence. 

Cohmibia 

Nashville 

Austin 

Montpdier 

Richmond 

Charleston 

Madison 


LKGISLATURB  MBBT8. 


3rd  Monday  of  November. 

ist  Monday  of  January. 
*zst  Monday  of  December. 

ist  Wednesday  of  May. 
*ist  Tuesday  of  January. 

Tuesday  after  ist  Monday  of  January. 
*3nd  Wednesday  of  January. 
*ist  Monday  of  January. 

ist  Wednesday  of  January. 
*3nd  Monday  of  January. 

and  Tuesday  of  January. 
*ist  Monday  of  December. 

ist  Monday  of  January. 

ist  Wednesday  of  January, 
•ist  Wednesday  of  January. 

ist  Wednesday  of  January. 
*ist  Wednesday  of  January. 

Tuesday  after  ist  Monday  of  January. 

Tuesday  after  1st  Monday  of  January. 
*Last  Monday  of  .December. 
^Thursday  after  ist  Monday  of  January, 
^ist  Monday  of  January. 

ist  Monday  of  June. 

and  Tuesday  of  January. 

ist  Tuesday  of  January. 

ist  Thursday  of  November. 
*zst  Monday  of  January. 
*3iid  Monday  of  September. 

ist  Tuesday  of  January. 

May  and  January. 

3rd  Wednesday  of  October. 
*ist  Monday  of  October. 


*3nd  Thursday  of  October, 
ist  Monday  of  December, 
and  Tuesday  of  January, 
ist  Wednesday  of  January. 


'Biennial 


Digitized  by 


Google 


u 

§ 

IS 

o 
(J 

u 
u 


(X4 


I 


s 

H 
Cid 

D 

{ 

: 


O 


I 


i 

S 


00 


<  I  \ 

to 

H 

n 

g 

o 

M 
P 
O 

2 


H 

Pi 

H 


I 


1 

< 

•I 

2 


I 

9 

I 


I 

s 

I 

I 
I 


1 


S  Jl 


•^5 


Digitized  by 


Google 


Digitized  by 


Google 


i   i 


4-     m 


Digitized  by 


Google 


1  • 

s. 


4 


5     S 

II 


8 
I 


I 


8. 


?  i 

•c 

i 


I  1 


111 

lit 

M 

3    8- 

I    I 
■I    1 


e 
8 
•5  a  I 

^     §•    b 

:  §  s 
is'! 

tea 

II 


.S    .2 


••§    2 


1  i 

o 

s 

K     '-' 

i 

•?     3 

g 

§  & 

u 

5    *i 

a 

5,  5 

1  . 

"S 

5  i 

•o 

«    ;3 

§ 

■«    t 

J3 

'^        1 

i 

■^       1 

.g       ^ 

00 

1 

fO 

1 

^ 

g 

E 

M 

H     O 

*i 

if 

1 

2  r 

a 

.    8 

M 

fc  ^ 

> 

X 

bO 

s 

a 

>^ 

•c 

^ 

1 

•c 

8. 

a 

g 

§ 

, 

§ 

.'      -    3 

1 

1  i  §. 

u* 

■til 

^1  ^  ^  5 

18?  "S   "S   "S 

.2:*     >    .t     > 

nut 

js        js     ja     js 

6 

S  3 

3 

Digitized  by 


Google 


t  «> 


^ 


3 


J 


6 


"2   I 

«  i 


•*      o 

I    I 


3    3 


I  i 
J.1 

I I 
|.i 

■8   o 


.S    3 

B       u 
rt       V 

O     S 

If 

J.I 

31 


J 

I 


s 

i 

'■C 

^ 

,& 

z 

2 

o 

1 

1 

I 


I  ^ 


S  I 


I' 


a 


:i 
1 
•3 


X     o 
V       o 

u  ■ 

n  ■ 

i^  I  i 

a      o  ct 

•o     U  .S 


i 

I 


S        O        O 


11  I 


ill 


•      <n     4     iJi 


Digitized  by 


Google 


11  1  i  ?  1 

33    3      3 


>6     t^    ti     6.     ^     i 


It 

33 


1' 

3^ 


«i  ti 


i  i 


Digitized  by 


Google 


s 

CO 


^ 


M  V  4 

I  g  c  8  ^ 

§  li  I  1 

s  -  I  !  I 

i  8  -  £  I 

^  I  's  "o  I 

§  I  J  8  I 

%  5  S  m  ^ 


m  4 


Digitized  by 


Google 


li 

si's 

la 


•I 

s  ^ 


n 

II 


1 


Digitized  by 


Google 


1 

B 


■5 


I 

9 

.s 

1 


i 


I 


I 

el 


«; 

1 

1 

«» 

o 

\^ 

•o 

^•s 

J 

'28 

g 

s 

1 

^1 

><l 

«» 

> 

^ 

^ 

1 

1 

J 

<; 

£• 

> 

«» 

1 

., 

1 

1 

1 

1 

u> 

^ 

«» 

" 

1 

b 

. 

1 

1 

>. 

n 

«» 

1 

1 

1 

>. 

n 

^ 

1 

I 

!i 


9 

•2 


I 

9 
.      1 

if  -s 

I  ^ 

X    -5 


•8 

9 
J 


^  i 


5   * 

IS 


Digitized  by 


Google 


I 


w  , 


Si  V  O  M 

lifl 

liil 


•33*0 1     xxx^ 

"11  i 


s 

I 


3  b 

ll 


8    B 

II 

i  d 


'o     ^ 


CI      r^     4     to    ^ 


Digitized  by 


Google 


1 


Ui 


I 


flj    d 


M         rf        « 


4     m 


K    <6 


Digitized  by  VjOOQ IC 


>>^ 


8^1 

hi 


11 
M 

OS 


1 


z 
9 


ad 


'S.- 


I 

2 


:.' 


Digitized  by 


Google 


o 
M 


o 


tn 


s  ^ 

I? 

ll 

1 

■»»   ^ 
1^ 


Ji 


> 

i 


"2 


I 

i 


O 


i 


Digitized  by 


Google 


i 


i 

o 

I 

D 

CO 


i 

1X4 


I 


H 


I 


o 

I 


00 


J1 


to 


s 


o 

H 

o 


I 


u 


1 

I 

h 


J 


^  3i  s 


I 


3 

I 
s 


.9 

a 


I 


1 1  - 

S   S   I 

■§  ■§   I' 
III 

H      «      fn 


Digitized  by 


Google 


a  ^ 

u 


CO     "S 

?l  f 


i  I  .1 

•SB 


11 


1 

1 

5 

i  1 

» •! 

1 

i 

•  1 

1 

<S 

0 

fi 

1 

1  ^ 

1 

^ 

"  ;•  8. 

1 

1 

1 

«» 

I 


ii      in     4     lo    ^ 


Digitized  by 


Google 


I 

< 


i 

s 

1 


> 


J 

& 


e 


^     I 


.A<       .M       .M 
K        S        ii 

oS    oS    (^ 


<}5    en 


3 


S   £ 


S   2 


i 


I 


I   I 


3 


S     o 


Digitized  by 


Google 


Digitized  by 


Google 


Digitized  by 


Google 


Digitized  by 


Google 


1 

J 

5 


I 

I 

6 


1 

8 


'I 
'    I 

i  J 


^ 
•« 


I 


I 


I 


I  i 


3 1 1 1 1  ^ 


^     lo    ^      t^    «o      6- 


I- 


i 


I  1 

i  I 

I 


i    s 


Digitized  by 


Google 


Q 


! 

J 

1 

I 

J 

i 

«s 

1 

1 

It 


Digitized  by 


Google 


J 


I 

1 


] 


ii 


H 


I  i 


i  i  lU 


1  i    IH  ^ 

1 1 1  ii  I  ^ 


lU 


1 1 
I 


* 


A 


^    s    i 


Digitized  by 


Google 


11 


i    i 


I 

i 


i 


s 


•o 

•9 


(A 
O 

•i 

e 

i 


J  I 


I  hi  ■;. 

'1  'J 

I   I' 


I 
s 


■A 


i 
I 


'J 

1 

1 

1 

i 
1 

1 

i 

3 

1 

1 

I 

I 

1 


1 

J 

1 

I    I    J 


i 

I 


"i 


3 
i 


I 


2 

1 

i 
& 


"8 

I 


I 

a 

'b 
s. 

S    <-' 

1 


^    l;  » 


Digitized  by 


Google 


0.21 

'§S8 


fiH^ 


1 

•si 


Digitized  by 


Google 


Digitized  by  VjOOQ IC 


INDEX, 


PAOK. 

Acddent  Insurance  Companies 251 

Action  of  Convention,  Importance  of. 118,  170' 

Actuaries'  Table  of  Mortality 33.  49,  215 

Additions  to  Committees 25 

Agency  for  Detecting  Frauds  in  Marine  Risks,  Resolution  with  regard  to,  56 ; 

Report  of  Committee  on,  73 ;  Action  of  Convendon 126 

Alfriend.  E.  M.,  Resolution  of. 66.  181 

Alliger  Bros 219 

Amalgamadon  of  Life  Insurance  Companies,  Resolution  with  regard  to 123 

American  Experience  Table  of  Mortality,  Collection  of  Statistics  for,  66,  67  ,* 

Committee  for  Naming  Commission  on,  75;  Report  of. 162 

American  Experience  Table  of  Mortality,  3a,  38,  44,  46,  50, 51,  84,  100,  loi, 
*    Z06,  Z09,  190,  Z96,  290 ;   History  and  Description  of,  zoa;  Adopted  by 

Convention 217 

Annual  Meeting  of  Convention,  Time  for .273 

Annuities,  Finlaison's  Mortality  Table  for  the  Valuation  of 178 

Appendix 

Assets  and  Investments,  Report  of  Committee  on 107 

Assets,  Net , 158 

Auditor  of  Alabama. 206 

Bankrupts,  Life  Policies  held  by.  Debate  on  Resolution  with  regard  to,  15; 

Report  of  Committee  on,  73 ;  Action  of  Convention  on 124 

Barnes,  Wm.,  Remarks  of. i3>  113 

Bartlett,  Egbert,  Communication  from 186 

Bartlett,  Prof.  Wm.  H.  C,  Letter  ot 6 

Bell,  Madison.  Letter  of. 4 

Blanks,  Forms  of,  Amendments  to,  la ;  Report  of  Committee  on 220 

Board  of  Fire  Underwriters,  New  York,  Thanks  to 241 

Board  of  Fire  Underwriters.  National.  Thanks  to 241 

Books  of  Expiration 30.^  31 

Bradley,  L.  A.,  Letter  of. 4 

Breese,  Uywelyn,  Resolution  of,  123 ;  Remarks  of. 128 

Brinkerfaoff,  G.  M u 

Bryant,  Edwin  W.,  Remarks  of 50 

Caldwell,  W.  W.,  Resohition  of 178 

Caldwell,  Gov 5 

California.  Letter  of  Deputy  Insurance  Conmiisskmer  of 4 

Capital,  Impairment  of. 95,  zoz,  zio,  ZZ4,  Z19,  zao,  2Z9,  236,  238 

Capital  in  Life  Insurance  Companies,  Paper  on 236 

Capital  Stock  Notes 107 

Changes  in  Committees 25 

Chicago  Fire,  a,  Z9,  48,  99,  Z33,  Z40.  Z55. 2x4 ;  Action  with  Reference  to 278 


Digitized  by 


y  Google 


INDBX. 

PAGK. 

Circular  Letter  on  Rate  of  Interest,  Mortality,  etc io8 

Clarke,  Julius  L.,  Remarks  of,  46, 157 ;  Resolution  of.  66 ;  Telegram  from. .  178, 189 

Commission  on  Special  Statistics 163 

Committee  on  Assets  and  Investments,  Report  of 107 

Committee  on  Best  Method  of  Supervising  Companies 290 

Committee  on  Blanks,  219 ;  Report  of 220 

Conunittee  on  Dividends,   Expenses  and  Appointment  of  Attorneys,  28 ; 

Supplementary  Report  of. 232 

Committee  on  General  Insurance  Law 15 

Committee  on  Legislation,  15 ;  Report  of 941 

,  Committee  on  Miscellaneous  Subjects,  Report  of 73,124 

Committee  on  Naming  Commission  on  Special  Statistics,  76 ;  Report  of 163 

Conmiittee  on  Permanent  Organization,  12 ;  Report  of,  23 ;  Supplementary 

Report  of 186,  990 

Committee  on  Plan  for  Winding  up  of  Insolvent  Companies,  20 ;  Members 

of,  25 ;  Report  of 278 

Committee  on  Revision  of  General  Insurance  Law 285 

Committee  on  Taxation,  Fees,  and  Deposits,  25 ;  Supp^mentary  Report  of, 

71,  Z28 ;  Action  on 179 

Committee  to  Determine  the  Rate  of  Interest  Realized  by  American  Life 

Insurance  Companies  during  1870 185 

Committee  on  Valuation,  Reinsurance,  Mortality  Tables,  etc.,  Report  of.  .6,  29,  53 

Committees,  Additions  to  and  Changes  in 2^ 

Committees,  Standing,  Reports  of  Ordered ; .' 29 

Constitution  of  Convention,   Draft  of,  24,  70,  186,  220 ;  Consideration  of 

Deferred,  71 ;  Reconunitment  of,  178 ;  Debate  on,  223,  273 ;  Adoption  of, 

230;  Amendments  to 273 

Convention,  Permanent  Organization  of,  27 ;  Printing  of,  69 ;  Secretary  of, 

70 ;  Importance  of  Action  of,  118, 170 ;  Invitation,  to  Visit  New  Haven,  185, 

186,  231 ;  to  Visit  Mutual  Life  Insurance  Company  of  New  York,  234 ; 

Name  of,  222 ;  Debate  on  Constitution  of,  223 ;  Resolution  on  Adjourn- 

ment  ot,  234 ;  Official  Seal  of,  231,  235 ;  Time  for  Annual  Meeting  of,  273 ; 

Officers  of. 986 

Correspondence  bietween  C.  L.  Skeels  and  H.  S.  Olcott  on  Draft  of  General 

Insurance  Law. , 14 

Correspondence  between  Prof.  Wm.  H.  C.  Bartlett  and  Gustavus  W.  Smith 

on  Surrender  Value  of  Life  Pc^des 6 

Crowell,  E.  W 219 

Deferred  Premiums 59,  85, 105,  n6, 198 

Dependents,  Insurance  on  Lives  of 6,  20,  za8 

Diagram  of  Comparative  Differences  between  Actuaries'  and  American 

Experience  Tables  of  Mortality zao 

Dividends,  Expenses,  and  Appointment  of  Attorneys,  Committee  on,  28 ; 

Supplementary  Report  ot. 23s 

E^desine,  J.  B..  26;  Remarks  of 28d 

Election  of  Officers  of  Convention 986 

Elliott.  Prof.  E.  B 20Z 

Endowment  Insurance zo6 

English  Companies,  Communication  from 219 

Entz,  J.  F.,  Paper  by 77 

Excessive  Mortality xoo 

FacUer,  D.  P.,  Remarks  of,  58;  Resolution  oi z^,  235 


Digitized  by 


Google 


INDSX. 

FAGK. 

Falk,  John  M.,  io8 ;  Paper  of. 236 

Fees,  Instirance,  in  Different  States 130 

Finch,  W.  H.,  Resolution  of 66,  176,  179 

Finlaison's  Mortality  Table  of  Government  Annuitants 178 

Fire,  Chicago,  2,  19,  48,  99,  123,  140,  155, 214 ;  Action  of  Convention  with 

Reference  to 278 

Five  Per  Cent  Interest 81,  202 

Forced  Investments 72 

Four  Per  Cent  Interest 35.  38,  46,  48,  55,  98,  112,  158,  211,  215 

Four-and-a-half  Per   Cent  Interest,  38,   60,  100,  107,  195,  196,  211,  220; 

Adopted  by  Convention,  217 ;  Vote  upon .' 216 

Gaines.  R.,  Resolution  of 127, 179 

General  Insurance  Law,  Committee  on,  15 ;  Debate  on,  242 ;  Recommitment 

of,  272 ;  Resolution  on  Revision  of,  282 ;  Committee  on  Revision  of 285 

Georgia,  Letter  of  Comptroller  General  of. 4 

Goodsell,  Jas.  H.,  Address  of. 8$ 

Gross  Preiniums,  Taxation  on 151 

Gross  Valuation 55,  98, 199 

Half  Per  Cent  Taxation 142,  147 

Harvey.  A.  F.,  Resolution  of,  18,  31,  181,  182,  219,  223,  234,  235 ;  Paper  of 206 

Harvey,  W.  E.,  Resolution  of. 157,  168,  272 

Hewitt,  E.  A.,  33 ;  Remarks  of 35 

Homans,  Sheppard,  33 ;  Remarks  of 50,  loa 

Hope,  Geo.  T.,  Remarks  of 289 

Impairment  of  Capital 95,  loi,  no,  114,  119,  120,  219,  236,  238 

Impaired  Lives,  Insurance  of 235,  290 

Insolvent  Companies,  Plan  for  Winding  Up  of.  Committee  on,  20,  25  ,•  One 
Method  of  Dealing  With,  53 ;  Transferring  Business  of,  to  Another  Com- 
pany, 112 ;  Notice  to  State  Officials  with  Regard  to 69 

Insurance  Companies,  Exemption  from  Taxation  of 145 

Insurance.  Endowment io6 

Insurance  Fees  in  Different  States 130 

Insurance  on  Lives  of  Dependents,  Resolution  with  Regard  to 6,  20,  128 

Insurance  Reserve,  85 ;  Difference  Between,  in  Stock  and  Mutual  Companies. .  86 

Intelligence  Office,  Marine  Insurance 56,  72 

Interest,  Rate  of,  Realized  by  American  Life  Insiu-ance  Companies,  During 

1870,  Resolution  with  Regard  to,  185 ;  Report  of  Committee  on 188 

Interest,  Rate  of,  104,  116,  118,  157,  190 ;  in  Louisiana,  192 ;  Various  Rates 

Interest ;  Fixed 207 

Interest,  Four  Per  Cent 35.  38,  46,  48,  55,  98,  112,  158,  21X,  215 

Interest,  Four-and-a-half  Per  Cent.  38,  60,  100,  107,  195,  196,  2n,  220; 

Adopted  by  Convention,  217 ;  Vote  Upon 216 

Interest,  Five  Per  Cent 81,  202 

Interest,  Six  Per  Cent 34*  43*  83,  M2 

Investments,  Forced 7a 

Invitation  to  Con^ntion  to  Visit  New  Haven,  185,  186,  231 ;  to  Visit  Mutual 

Life  Insurance  Company  of  New  York 234 

Jay  Cooke  &  Co 201,211 

Jones,  Edward  A.,  Remarks  of 93 

Joint  Statistical  Commission  on  Table  of  Mortality 162 

King,  Wyllis,  Telegram  from 188 

Lambert,  Dr.  T.  S 334 


Digitized  by 


Google 


INDSX. 

PAGK. 

Lapsed  Policies,  44 ;  Profits  firom 161 

Legislation,  Committee  on,  15 ;  Report  of,  241 ;  Retaliatory 5,  164,  169,  176 

Life  Insurance,  Exposure  of  Errors  in  and  Suggestions  of  Reform  in  the 

Practice  of,  76 ;  Rates  of  Interest  in 87 

Life  Insurance  Companies,  Recuperative  Powers  of,  113;  Amalgamation  of 193 

Life  Policies,  Condition  of  the  Issuance  of,  Resolution  with  Regard  to 127 

Lives  of  Dependents,  Insurance  on.  Resolution  with  Regard  to 6,  ao,  128 

Marine  Rislcs,  Agency  for  Detecting  Frauds  in,  Resolution  with  Regard  to, 

56 ;  Report  of  Committee  on,  73 ;  Action  of  Convention ia6 

Mason.  J.  Weir,  Remarks  of 48 

McCay,  Prof.  C.  F.,  Paper  by 8x 

McCurdy,  R.  A 234 

McDonald,  A.  B.  .*. 219 

Miller,  Geo.  W.,  Address  of,  i ;  Remarks  of,  57,  201,  286 ;  Resolution  of, 

123.  183,  239 ;  Thanks  to 290 

Miscellaneous  Subjects,  Report  of  Committee  on 72,  124 

Morgan,  N.  D.,  Remarks  of 54.  107 

Mortality,  Excessive,  100 ;  From  Nervous  Diseases 54 

Mortality  and  Interest,  Uniform  Standard  of,  Paper  on,  206 ;  Vote  Upon 216 

Mortality  Table  of  Government  Annuitants,  Finlaison's 178 

Mutual  Life  Insurance  Company  New  York,  50 ;  Large  Dividend  of,  109 ; 

Invitation  from 234 

Name  of  Convention 222 

National  Insurance  Company  of  Vermont m 

Nervous  Diseases,  Mortaiity  from 54 

Net  Assets 158 

Net  Valuation 93, 212,  217 

Nevada,  Letter  of  Governor  of 4 

New  Haven,  Visit  of  Convention  to 185,  186,  231 

Newton,  Professor  H.  A.,  Remarks  of 194 

Noyes,  Mr.,  Resolution  of. 5 

Objects  of  Convention,  Letters  of  Approval  of 4 

Officers  of  Convention 286 

Olcott,  H.  S.,  Letter  of,  14;  Resolution  of,  241 ;  Communication  from,  232; 

Thanks  to,  272 ;  Remarks  of s88 

One  Per  Cent  Taxation 130,  13a 

One-and-a-half  Per  Cent  Taxation 183,  184 

Organization,  Permanent,  Committee  on,  12 ;  Report  of,  23 ;  Rules  for,  24 ; 

Effected :  27 

Paine,  A.  W.,  Resolution  of,  5,  56;  Remarks  of 38 

Pell,  Amos 2x9 

Permanent  Organization,  Committee  on,  12 ;  Report  of,  23 ;  Rules  for,  24, 

26 ;  Effected,  27 ;  Supplementary  Report  of  Committee  on 186,  290 

Pillsbury,  O.,  Remarks  of,  195 ;  Resolution  of 27a 

Plan  for  Windin'g  up  of  Insolvent  Companies,  Committee  on,  20 ;  members 

of,  25  ;  Report  of ^ 278 

Policies,  Lapsed,  44 ;  Profits  ftt)m 161 

Premiums,  Deferred,  59,  85,  105,  n6,  198 ;  Gross,  Taxation  on .-. .  151 

President  of  Convention,  Opening  Address  of,  i ;  Closing  Remarks  of.  286 ; 

Thanks  to 990 

Printing  of  Convention 69 

Rates  of  Interest  Realized  by  American  Life  Insurance  Companies  During 

1870,  Resolution  wiUi  Regard  to,  185 ;  Report  of  Committee  on z88 


Digitized  by 


Google 


INDBZ. 

PAOB. 

Rate  of  Interest,  X04.  zi6,  zi8, 157.  ipo.^aoa ;  in  Lot^ana,  19a.  Four  Per 
Cent,  35.  38.  46,  48.  55,  98.  iia,  158.  an,  az5.  Foar-and-a-balf  Per  Cent. 
38,  60,  100,  107,  195,  196,  an,  aao;  Adopted  by  Convention,  ai7 ;  Vote 

Upon,  ai6.    Five  Per  Cent.  81,  aoa.    Six  Per  Cent,  34,  43,  83 193 

Rates  of  Interest,  Various,  38 ;  Fixed ao7 

Recuperative  Powers  of  Life  Insurance  Companies 1x3 

Reinsurance  Reserve,  Report  of  Committee  on ag 

Report  of  Committee  on  Assets  and  Investments ;  Capital  Stock  Notes,  107 ; 
on  Blanlcs,  aao ;  on  Dividends,  Expenses,  and  Attorneys,  a3a ;  on  Joint 
Commission  to  Compile  a  Table  of  Mortality,  z6a ;  on  Legislation,  a4Z ; 
on  Miscellaneous  Subjects,  73,  134;  on  Permanent  Organisation.  2$.  z86, 
aao ;  on  Rate  of  Interest  Realised  by  American  Life  Insurance  Companies 
During  Z870,  z88 ;  on  Reinsurance  Reserve,  ag ;  on  Table  of  Mortality  of 
Ages  Under  Ten  Years,  389;  on  Taxation,  7Z,  za8,  Z79;  on  Valuation, 
Reinsurance,  Mortality  Tables,  etc,  6,  39,  3a ;  on  Winding  Up  Insolvent 

Companies 378 

Reports  of  Standing  Committees  Ordered 39 

Reserve,  Insurance,  85.  za6,  Z58.  ao9 ;  Variable  Standards  of azo 

Resolution  on  Reciprocal  or  Retaliatory  Legislation,  5 ;  on  Legislation  to 
Secure  Harmonious  Action  among  the  Local  Companies  of  each  State.  5 ; 
on  Lives  of  Dependents,  6.  ao,  Z38 ;  on  Life  Policies  Held  by  Bankrupts, 
z6,  ia4 ;  on  Plan  for  Winding  Up  of  Insolvent  Companies,  z8 ;  on  Insur- 
ance Reserve,'  3Z ;  on  Extra  Reserve  Fund,  3Z  ;  that  Resolutions  be  Offered 
in  Writing,  35 ;  on  Establishing  an  Intelligence  Agency  for  the  Detection 
of  Frauds  in  Marine  Risks,  56,  73,  za4;  on  Proportion  of  Capital  to  be 
Invested  in  Stock  Notes,  66;  on  the  Collection  of  Statistics,  witii  a  View 
to  the  Formation  of  a  Complete  American  Experience  Table  of  Interest 
and  Mortality,  66.  67;  on  Notice  to  State  Officials  with  Regard  to  Insol- 
vent Companies,  69 ;  on  the  AmaigamaHon  of  Life  Insurance  Companies, 
za3;  on  Lessons  to  be  Drawn  firom  the  Chicago  Fire,  zas;  on  Conditions 
of  the  Issuance  of  Life  Policies,  za7 ;  on  the  Adjustment  of  Reserves  of 
Companies,  between  States  having  Different  Standards  of  Valuation,  Z57, 
z6z ;  on  Recommitment  of  Constitution  of  Convention,  Z78 ;  on  Finlaison's 
Mortality  Table  of  Government  Annuitants,  Z78 ;  on  Mode  of  Ascertain- 
ing the  Actual  Status  of  a  Company  whose  Capital  is  shown  to  be  Impaired, 
Z79 ;  on  Impolicy  of  Taxation  of  Premium  Receipts.  z8z,  z8a ;  on  Exemp> 
tion  from  Taxation  of  Life  Policies  of  Insurance,  z8i,  Z83 ;  Recommending 
a  Tax  of  One-and-a-half  Per  Cent  on  Premium  Receipts  of  Companies, 
Z83 ;  to  Appoint  a  Committee  to  Determine  Rate  of  Interest  Realized  by 
American  Life  Insurance  Companies  During  Z870,  Z85 ;  on  Capital  Stock 
as  a  Liability  in  the  Gross  Assets  af  Life  Companies,  and  the  Publication ' 
of  the  Fact  of  Impairment  of  Capital,  az9 ;  Substitute  for,  335 ;  Amend- 
ment to,  339 ;  Postponement  of,  a8z ;  on  the  Declaration  of  Dividends 
upon  a  Deficient  Reserve,  339 ;  Postponement  of,  a8i ;  Naming  St.  Louis 
as  the  Place  of  Meeting  of  the  Convention  for  z87a,  333 ;  on  Communicat- 
ing the  Conclusions  of  the  Convention  to  the  Governors  of  the  Several 
States,  a3Z  ;  on  the  Preparation  of  an  Official  Seal  for  the  Convention,  331, 
335;  on  Adjournment  of  Convention,  334;  on  the  Supervision  of  Com- 
panies Insuring  Impaired  Lives.  335 ;  on  Discussion  of  General  Insurance 
Law,  336 ;  of  Thanks  to  Secretary  of  Conventi  jn,  373 ;  on  Table  of  Mor- 
tality of  Ages  tmder  Ten  Years,  37a ;  on  Restrictions  as  to  Investments.  37a ; 
on  the  Appointment  of  a  Committee  to  Revise  the  General  Insurance  Law. . .  .28a 


Digitized  by 


Google 


IMDBZ. 


Retaliatory  Legislation 5,  164, 169, 176 

Revision  of  General  Insurance  Law,  Resolution  with  Regard  to,  982 ;  Com> 

mittee  on 985 

Reynolds,  R.  M.,  Remarks  ol 137 

Ross,  Wm.  H 3X9 

Row,  S.  H.,  Resolution  of 69,  169,  178,  ^z,  37a 

Secretary  of  Convention.  70 ;  Communication  from,  232 ;  Thanks  to,  373 , 

Remarks  of 388 

Sessions  of  Convention,  First  day,  i ;  Second  day,  13 ;  Third  day,  33 ;  Fourth 
day,  56;  Filth  day,  66— Evening  session,  108;  Sixth  day,  133;  Seventh 
day,  163 ;  Eighth  day,  z86— Evening  Session,  390 ;  Ninth  day,  331— Even- 
ing Session,  349 ;  Tenth  day 966 

Six  Per  Cent  Interest 34,  43, 193 

Skeels,  C.  L.,  Resolution  of,  6 ;  Letter  of. 14 

Smith,  A.  D . ,  Letter  of. 4 

Smith,  G.W.,  Report  of,  6;  Letterof,  lo;  Resolution  of. 35 

Special  Statistical  Commission z68 

Standard,  Uniform,  of  Mortality  and  Interest 306 

Standard  of  Reserves,  Variable 3Zo 

Standing  Committees,  Reports  of.  Ordered 39 

State  Valuation 51 

Statistics,  Collection  of,  for  Complete  American  Experience  Table  of  Mor- 
tality, Resolutions  with  Regard  to,  66,  67 ;  Committee  for  Naming  Com- 

missk)n  on 75 

Stewart,  W.  P.,  Remarks  of 99 

St.  Louis  as  Next  Place  of  Meeting  of  Convention 28, 188,  333 

Stock  Notes,  Resolution  with  Regard  to 66 

Supervision  of  Companies,  Best  Method  of.  Committee  on .390 

Surrender  Value,  106,  izi,  199,  2Z3 ;  Views  of  Prof.  Bartlett  on 6 

Table  of  Mortality,  American  Experience,  32,  38,  44,  46,  50,  51,  84, 100,  loi, 
106,  109,  190,  196,  220;  History  and  Description  of,  loa;  Adopted  by  Con- 
vendon,  217;   Actuaries',  33,  49;  American  Experience  and  Actuaries' 

Compared 63 

Table  of  Mortality,  Joint  Commission  on i6a 

Table  of  Mortality  of  Government  Annuitants,  Finlaison's 178 

Taxation,  71, 128, 163 ;  in  Pennsylvania,  133;  in  Ohio,  133 ;  Exemption  frx>m. 
of  Insurance  Companies,  145— of  Life  Policies,  181;  New  York  Life 
Companies  Exempted  from,  148 ;  on  Gross  Premiums,  151 ;  of  Premium 
Receipts,  Impolicy  of,  z8i,  182 ;  Half  Per  Cent,  142,  147 ;  One  Per  Cent, 
130,  132 ;  One-and-a-half  Per  Cent,  183,  184;  Two  Per  Cent,  129,  150,  175, 

184 ;  Three  Per  Cent 133 

Taxation.  Fees,  and  Deposits,  Committee  on,  25 ;  Supplementary  Report 

of, 71, 138,  179 

Underwriters,  New  York  Board  of  Fire,  Thanks  to 341 

Underwriters.  National  Board  of  Fire,  Thanks  to 241 

Unfinished  Business  of  last  Session 5 

Uniform  Standard  of  Mortality  and  Interest 306 

Vacancies  in  Committees  filled 35 

Valuation,  gross,  55,  98,  199 ;  Net,  93,  212, 217 ;  SerioHm,  217 ;  Of  Policies, 
78 ;  State,  '51 ;  Example  of  the  Present  State  and  a  true  Four  Per  Cent,  54  ; 
Four  Per  Cent,  35,  38,  46,  48,  55,  98, 112,  158,  211,  215;  Four-and-a-half 
Per  Cent,  38, 60, 100, 107, 195,  196, 21Z,  230 ;  Adopted  by  Convention,  3x7  ; 
Vote  upon,  3x6 ;  Five  Per  Cent,  8z,  202 ;  Six  Per  Cent 34*  43>  83,  193 


Digitized  by 


Google 


INDSX. 

PAGB. 

Valuation,  Re-insurance,  Mortality  Tables,  etc.,  Report  of  Committee  on.  .6, 99, 3a 

Vote  on  the  Mortality  Table  and  Rate  of  Interest az6 

White,  Chas.  E 2x9 

Winding  up  of  Insolvent  Companies,  Committee  on  Plan  for,  90,  25 ;  Report 

of 278 

Wright,  Elisur,  Remarks  of,  61 ;  Letter  of. 95 

^^  This  Index  does  not  include  the  subjects  treated  upon  in  the  Prefooe  and 
Appendix. 


Digitized  by 


Google 


Digitized  by  VjOOQ IC 


Digitized  by 


Google 


Digitized  by 


Google 


Digitized  by 


Google 


Digitized  by 


Google 


Digitized  by 


Google 


Digitized  by 


Google 


